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About half a million villages 
need the power to see light 

so we’re becoming power conscious 


We’re aware of the possibilities of nuclear power. And we’re developing new 
capabilities to foster its growth. After all, 1200 MW nuclear power can energise 
25,800 additional tube wells; produce annually phosphatic fertilizer (206,000 tonnes 
P 2 O 5 ) nitrogenous fertilizer (370,000 tonnes N) and 50,000 tonnes aluminium; 
generate employment on farms for 1.4 million people; result in additional 
agricultural production of 9.4 million tonnes of foodgrain, 1.8 million tonnes 
potatoes, 11.2 million tonnes sugarcane. How do we know? From a study 
made in Western U.P. So we’re using our energies to manufacture equipment 
that has never been made in India before—steam generators, end 
shields and calandrias for the atomic plants in Rajasthan and 
Madras—-equipment that means more power for our people. 

Power production is one field of our activity. 

Power Control is another. We design and 
manufacture a wide range of switchgear to 
control power. We do it by adapting foreign 
technology. And by developing Indian technical 
talents. It’s been our job for 30 years. Right now 
we have over 10,000 people. That excludes another 
10,000 or more, who work in the 600 ancillary units we 
have assisted and developed over the years. And 
each year wc find we need more people to pool their 
talents with us. 
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A budget 
of many 


The editor 


pretensions 


1)118 is a budget of many pretensions, 
using the word “pretension” in its 
several senses — and the Finance 
Minister has not been modest about 
it. Mr Chavan is proud that the 
budget has provided for the imme¬ 
diate needs of the government 
of Bangladesh for the reconstruction of the wrecked economy of that country and 
the rehabilitation of its grossly violated people; the total amount committed to this 
purpose comes to Rs 200 crores of which, after allowing for the sum of Rs 82 
;rore$ which might have been disbursed during 1971-72, the funds to be spent dur¬ 
ing the year 1972-73 would be of the order of Rs 118 crores. He has also claimed 
credit for maintaining the provision fbr defence in the new year at the high level of 
Rs 1,408 crores to which it had risen in the revised estimates for the last financial 
year. But the expenditure decision whifch he considers to be his most outstanding 
achievement this time, however, is the allocation of Rs 1,787 crores in 1972-73 
for central or centrally-sponsored Plan schemes, marking an increase in this outlay 
ofRs 332 Crores as compared with 1971-72. Additionally, the central budget will 
also provide enhanced financial support for the substantial step-up proposed in 
the Plan outlays of state governments. Finally, in a flourish of peroration, Mr 
Chavan has asserted that, taken in their entirety, the budget proposals will takethe 
economy one step forward in its march towards our cherished goals, these 
goals being growth, social justice, self-reliance, investment and resources 
mobilisation. 


The Finance Minister has laboriously listed his main expenditures pre¬ 
sumably in order not only to justify the continuance of the abnormal taxation im¬ 
posed in the course of 1971-72, but also the further taxation which he has proposed 
for the new financial year. Mr Chavan knows well enough that he may rely on 
public sympathy for the budget provision he has made for Bangladesh and that 
he can be sure also of more or less unquestioning public support for the large 
provision for defence. He must have sensed, however, that the decision to in¬ 
crease the Plan outlay even at the cost of increasing the tax burden on the 
economy and the people would not be so easily stomached by the public. He has 
therefore attempted an explanation of sorts and has pleaded that the decision to 
increaso the outlay on the Plan has been taken mainly because this increase is 
considered necessary for accelerating the pace of economic growth and social 
welfare. 


Here the Finance Minister is begging a whole array of questions. For one 
thing the government's record shows that large gaps exist and have more or less 
always existed between what the government has been providing in its budgets for 
development and what it has actually been able to spend for the purpose from year 
to year and also between the volume of spending effected and the efficiency with 
which funds have been utilised. No positive relationship, moreover, has been 
established between the level of government spending including developmental 
spending and the level of activity in the economy. All that has been indicated is 
the occasional linkage between certain government expenditures and slump in 
sales experienced by specific industries which may be depending on government 
indents for or purchases of their products. Despite the continuous extension 
of the role of the state in industry or commerce the stage has not been 
reached, fortunately, where the economy is condemned to catch pneumonia every 
time the Finance Ministry sneezes. 


Above all, a scrutiny of the government's Plan outlays indicates that most of 
•them are incapable of generating or are irrelevant to the generation of an increaso in 
general economic activity. Indeed, if the Finance Minister (and his colleagues in 
the central government) really believe that the additional Rs 300 ci ores or so which 
they proposo to spend on central or centrally sponsored schemes will be adding even 
a fraction of a per cent to the growth rate of three or four per cent in industrial pro¬ 
duction which we have been experiencing, he (.and they) will believe anything. 

, While this has been true of all these years in which marginal additions have been 
''made to plan outlays on the ground that they will improve the pace of economic 
' growth, it will particularly apply to this budget because, on account of the need for 
window-dressing the government’s electioneering promises to help the weaker sec¬ 
tions of the community, especially through employment-oriented and welfare-orien¬ 
ted spending, a good part of this so-called development outlay is planned to be uti- 
Mised for schemes which may not be materially significant for strengthening or 
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stimulating the basic forces or processes 
of economic growth. Indeed fircoldd 
be said that the government could do 
much more to promote employment and 
mass welfare if it would only work its 
steel plants more efficiently instead of 
going in for increased expenditure of 
public funds cn schemes the political 
appeal or utility of which is more 
apparent than their economic worth. 

In the course of 1971-72, thanks to 
the main budget followed by two mini¬ 
budgets, the government succeeded in 
imposing on the economy addi¬ 
tional taxation estimated to yield Rs 
500 crores in a full year. It is worth 
noting that all the emergency levies 
proposed in the last financial year are 
sought to be continued by the budget 
for the new financial year. Mr Chavan 
has thought it sufficient to make just 
one casual reference to this situation. 
On top of these extraordinary levies 
of 1971-72, the Finance Minister has 
imposed about Rs 179 crores of taxa¬ 
tion this year. It is not generally rea¬ 
lised that this amounts in effect to a 
total additional tax burden for 1972-73 
of more than Rs 475 crores over and 
above the taxation proposed in the 
main budget in the financial year 1971- 
72. This is the real magnitude of the 
effective new taxation that the Finance 
Minister has projected this year. 

Public Brain-washed 

Mr Palkhivala has suggested that the 

J mblic has been brain-washed into a 
atalistic acceptance of arbitrary and 
abnormal taxation even as, for genera¬ 
tions, Hindu widows had been brain¬ 
washed into accepting as their fate the 
ritual of sati. Nothing illustrates Mr 
Palkhivala’s point more strikingly 
than the ease with which a false impres¬ 
sion has been propagated that Mr 
Chavan has been charitable tc the public 
in proposing the amount of additional 
taxation he has incoiporated in the 
budget for 1972-73. It is not realised 
genet ally that the tax pi oposals amount¬ 
ing to about Rs 179 crores on which Mr 
Chavan spent so much time in his bud¬ 
get speech are but a relatively minor 
qumtity when compared to the Rs 
296 crores of extraordinary levies im 
posed last year on an emergency basis 
and quietly incorporated into tax struc¬ 
ture of this year's budget. Some of 
us seem to have concluded hastily that 
these levies will not last beyond 
March 31, 1973. They will do well to 
note that the Finance Minister has not 
stated definitely that the government 
will discontinue these levies after 1972- 
73 and it is a fair bet that the greater 
part of these levies will be merged with 
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the rest of the taxation when the time 
comes. 

This apart, so far as the financial 
year 1972-73 is concerned, the true 
figure of additional taxation as com¬ 
pared with the main budget of 1971-72 
(which is of course the proper standard 
of comparison) is not Rs 179 crores 
but Rs 179 crores plus another Rs 296 
crores representing the extraordinary 
taxation imposed through the mini¬ 
budgets of 1971-72. 

No Thanks Due 

Even those who have not fully rea¬ 
lised the real dimensions of the tax 
burden imposed by this budget have 
no reason to be grateful to the Finance 
Minister for his alleged moderation. 
It is true that he has not proposed any 
further increase in the rates of income- 
tax (as also the surcharge on income- 
tax) in the case of tax-payers other than 
companies. All the same I submit that 
no credit is due to the Finance Minister 
on account of this. He, after all, had 
befoie him the report of the Direct 
Taxes Enquiry Committee. Although 
the government is certainly not bound 
to accept the recommendations in that 
report, it would have been very difficult 
indeed for Mr Chavan to propose any 
Anther increases in the rates of income- 
tax on individuals in the face of the 
unanimous finding of the committee 
that the marginal rates of taxa¬ 
tion on personal incomes have 
reached levels at which they have 
become confiscatory in nature and 
are therefore operating as the first and 
foremost reason for tax evasion. 

The committee has recommended 
that maximum marginal rate of income- 
tax including the surcharge should be 
brought down from its present level of 
97.75 per cent to 75 per cent and that 
some reduction in tax rates should 
also be given at the middle and lower 
levels. That the government would sub¬ 
stantially implement this proposal is 
highly doubtful and the present writer 
at any rate has no illusions about the 
possibilities. But even though the gov¬ 
ernment may (and, probably, will) re¬ 
ject the argument for reduction in 
incom-tax on the fines of the Wanchoo 
Committee’s proposals, the Finance 
Minister could not have thought of in¬ 
creasing further the rates of income- 
tax ih the face of that committee’s find¬ 
ings or recommendations. What I am 
trying to make out here is that there is 
no need for crediting Mr Chavan with 
the virtue of self-restraint merely be¬ 
cause he has not Author put up the 
rates of income-tax. With the Wanbhoo 
Committee’s report on its hands the 


government could not have fqtrnd it 
easy to raise this tax Anther mi if it 
might have wanted to do so. In this 
sense the Wanchoo Committee has al- \ 
ready recorded its first success, but 
there can be a reasonable fear that this 
may be the only success of its kind 
that this committee may be able to 
boast of. 

Instead of rejoicing then that the 
Finance Minister has virtuously res¬ 
trained himself from stepping up the 
rates of income-tax, we may be more 
profitably engaged in taking critical 
note of his decision to impose 
additional levies on the earnings of the 
corporate sector by doing away with 
special deduction of five per cent of 
profits in the case of priority industries, 
while increasing the surcharge cn the 
income-tax payable by all companies 
from two-and-a-half per cent to five per 
cent. Mr Chavan, incidentally, has 
added insult to imury by indulging in 
levity while justifying .this increase., 
He has contended that since the other 
special surcharges imposed during 
1971-72 were ail of the order of five per 
cent, he had been chstged in some 
quarters with having discriminated in 
favour of the corpoi ate sector and that 
he therefore desired to absolve himself 
of this particular act of sinftil partiality. 
We may envy Mr Chavan this porfbet 
feeling of being the most responsive 
Finance Minister any country hfes had 
since the time the ancient Hindu ma¬ 
thematicians invented the Zero. 

Victim of Blitzkrieg 

Mr Chavan’s assault on corporate 
earnings has of course not come as a 
surprise. In the budget for 1971-72, 
he had given enough proof of his view 
that corporate earnings was an eminent¬ 
ly suitable victim for fiscal blitzkriegs. 
Jut that budget the rate of surcharge 
on company pre fits was increased from 
25 per cent tc 30 per cent in the case 
of chorgaeble profits in excess of 15 
per cent of the capital employed. The 
rates of tax on long-term capital gains 
were incieased from 40 per cent to 45 
oer cent in respect of gains rotating to 
lands and buildings and from 30 per 
cent to 35 per cent in respect of other 
capital gains. In the caso of new in¬ 
dustrial undertakings, ships and app¬ 
roved hotels, the tax oxomption avail¬ 
able for a period of five years was di¬ 
luted by excluding debentures and long¬ 
term borrowings - from the calculation : 
of capital employed foe determining ' 
the exempted level of profits. A special 
tax exemption up to eight per cent of 
profits eqjqyed by prority industries 
was cut down to a limit of five per cent 
of the profits. Simultaneously, a num- 
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l^ppP Six European countries — Belgium, 
France, Germany, Italy, Luxembourg 
and the Netherlands — 186 million people, 
have combined to form the greatest concentration 
of buying power In the world — the European Economic 
Community. Already the largest import and export 
market, it will account for one*third of 
the world's trade and one-fifth of 
i the world's gross product after 
the entry of the United Kingdom 
and other applicant countries.This market Is now open 
to India and other developing countries under a scheme 
known as the Generalised System of Preferences. 
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hereof industries were removed from 
thhflist of priority industries. . 

On this occasion Mr Chnvan has 
only carried forward this process of 
attrition directed against concessions or 
incentives given to tho corporate sec¬ 
tor. Ho has done away altogether with 
the special deduction of fivo nor cent 
of profits in the case of domestic com¬ 
panies ongaged in priority industries. 
The effect of this would be to raise 
the incidence of corporate taxes on com¬ 
panies ha the priority sector from 50.6 
per cent to 55 per ce nt which is the inci¬ 
dence oh companies engaged in other 
industries which had not been receiving 
this concession. As a result of these 
changes in corporate taxation, the coc- 
pO'Ote Sector will have to bear nn<addi- 
tienal burden of Rs 13.5 croros in 
1972-73 or Rs 18 ci'orcs in a full year. 

Convenient Alibi 

’ The Finance Minister will no doubt 
appeal conveniently to the repott of 
the Wanchoo Committee which has 
favoured the abolition of tax conces¬ 
sions given to priority industiics. He 
must be even more happy with the sug- 
g< stion made by the Wanchoo Commi¬ 
ttee that a capital levy should be im¬ 
posed on both owned and borrowed 
capital of a company as a deterrent to 
avoidable capital expenditure or 
borrowings. The committee has sugges¬ 
ted a general flat rate of one per cent, 
with differential treatment in the form 
of either a basic exemption or a lower 
tax rate for small companies. The idea 
of such a tax is of course not new and 
Mr T.T. Krishnamachaci, during one 
of his (onuros as Financo Minister, had 
experimented with it. Mr ChaVan, 
however, is unlikely to be discourag d 
by the government’s experience of this 
precedent. It is doubtful, however, 
that ho would bo as enthusiastic about 
ancther rocommcndatic n of the Wan¬ 
choo Committee suggesting the aboli¬ 
tion of surtax on companies as 
ho may be about tht capital levy. 
It may bo assumed again that the go¬ 
vernment may not attach particular 
weight to the p-oposition clearly stated 
by members of the Wanchoo Commi¬ 
ttee that the changes recommended in 
th report in respect of corporate tax¬ 
ation are not dosignod to stop up tho 
burden of tax on companies. Once th? 
government finds that it has exploited 
to tho frill the scope for taxing tho in¬ 
comes of individuals, it will automati¬ 
cally looktocorpotatetaxation for fur¬ 
ther opportunities of fiscal exploration. 
Mr Palkhivala may shout himself 
hoarse that the rate of corporate tax- 
> ation should not in any event exceed 50 
per cent, but this government certainly 
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has not r< cognised any such limit not 
is it likely to do so in tho fUtine. It 
may be fond of ceilings in certain con¬ 
texts, but it is c mainly most allergic 
to ceilings being placed on taxation 
whether direct or indirect, whother 
personal inc< mo and wealth taxes or 
corpoiate taxation. 

Viewed in this light, there is very 
little in this budget for thoso who be¬ 
lieve that wring fiscal policies are 
frustrating tho pitomial«, f the na¬ 
tional economy to bo thankful for. 
If, instead of going after more tax re¬ 
venue for the benefit of a larger provi¬ 
sion for Plan outlays, tho Finance 
Minister had takon advantage of the 
buoyancy intax revenues andthe heavy 
taxation imposed in 1971-72 to give 
sonto roliof in direct taxation and also 
at strategic points in indirect taxation, 
he might have started a process of sti¬ 
mulating production and investment, 
consumption and saving, which could 
have done moro for economic growth 
than the paper money he has providod 
for Plan programmes and schemes. 
Had tho government boon wise enough 
to maintain its own dovolopmont ex¬ 
penditure at about the same rate as in 
1971-72 and employed the margin of 
resources thus created in financing tax 
reliefs and incentives, the clirrato foe 
industrial expansion could have been 
greatly unproved in material as well 
as psychological terms. As it is the 
Finance Minister and his colleagues in 
government soom to have settkdfor 
the nation dragging along at the four 
per cent growth rate to which the 
economy has become tied. 


II 

There is a general feeling in the 
country that the Prime Minister, now 
that she has consolidated her authority 
in the government and the power of 
her party in the politics of our country, 
will confidently and energetically add¬ 
ress herself to the economic problems 
facing the nation. There is a feeling in 
the pir that things, consequently, must 
and will start moving. This sentiment 
it may be mentioned, was reflected in 
the proceedings of the recent annual 
general meeting of the Federation of 
Indian Chambers of Commerce and 
Industry. I may say at once that I per¬ 
sonally am not given to attaching much 
importance to vague impressions of 
this kind, stamped as they are withlhe 
seal of the wish being father to the 
thought. But persons, whose judgment 
I respect (and some of whom are in 
government or administration) tell 
me that the Prime Minister’s priorities 
have really changed and that she is 
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genuinely concerned with a programme 
of action which would take the econo¬ 
my forward. According to this school 
of thought, the Prime Minister not only 
appreciates the explosive implications 
of growing unemployment but also re¬ 
cognises the connection between the 
low levels of national saving and invest¬ 
ment on the one hand and the stagna¬ 
tion in employment opportunities on 
the other. It is suggested further that 
she has become fully conscious of the 
relationship between national security 
and the rapid expansion and steady 
diversification of the industrial struc¬ 
ture. The argument, therefore, is that 
the government is now likely to develop 
a more positive approach to issues of 
development and display a new dynam¬ 
ism in dealing withthem. I hope these 
optimists will be justified in their-expec¬ 
tations. 

Committed to Dogmas 

Meanwhile I would like to indicate 
my own reading of the present situation 
and the immediate future. It is clear 
that this government has committed 
itself to certain dogmas. It has been 
asserted, for instance, that the con¬ 
centration of wealth or economic power 
should be checked or eliminated even 
at the risk of the measures taken for 
this purpose coming in the way of the 
industrialisation of the country. Simul¬ 
taneously it has been affirmed that the 
pattern of direct taxation should be 
designed, developed and directed in 
such a way that an effective ceiling is 
imposed on income and wealth. These 
cone pts have farced on the government 
a pattern of management of the nation¬ 
al economy which I consider to be ini¬ 
mical to the growth of investment and 
production and therefore tho genera¬ 
tion of more and more resources with¬ 
out which there can be neither social 
justice nor social welfare. 

The dogma about the concentration 
of economic power lias involved the 
government in all kinds of self-defeat¬ 
ing exercises in the administration of 
industrial controls and regulations ami 
thereby made for vast expenditures of 
national time and energy on holding 
down the rate of development. If our 
industry — or even our GNP despite 
expansion of our agriculture — is not 
growing at more than four per cent per 
annum, it is mainly because the r overn- 
ment apparatus has been labouring, as 
if deliberately, to keep down economic, 
particularly industrial activity. 

Apart from administrative restric¬ 
tions, fiscal policy is also beihg emp¬ 
loyed to obstruct the growth of the 
larger firms and business organisations 
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and this fact explains the consistent 
and growing animus displayed against 
the corporate sector in successive cent¬ 
ral budgets. This fiscal policy has be¬ 
come further vitiated thanks to the 
other political objective of ceilings on 
income and wealth. As a result, the 
principle of progressive taxation has 
been perverted to a point where con¬ 
cepts such as the ability to save or 
willingness to savo or the impict of 
taxation on this ability or willingness 
have been outlawed from the practice 
of public finance in this country. The 
effectiveness with which public op'nian 
has been persuaded to accept the 
Establishment view in this matter is 
vividly brought out by the fact that 
even if one were to be bold enough to 
argue in favour of a reduction in the 
income-tax, one must also be prudent 
enough to seek justification for his 
view in terms of the encouragement 
which high taxes provide for tax eva¬ 
sion. 

Amusing Experience 

It is not my purpose here to be un¬ 
charitable to the Wanchoo Committee. 
Its terms of reference emphasise after 
all the Mack money aspect. But I do 
find it truly amusing that so little is 
heard today in terms of a straight de¬ 
mand that taxes should be reduced be¬ 
cause they inhibit saving, investment 
or risk-taking in business. Even Mr 
Palkhivala, while talking on tax reform 
in these positive terms, finds it neces¬ 
sary to buttress his case by bringing in 
the unfairness of agricultural incomes 
not being taxed, while salary, profes¬ 
sional or business incomes are not 
merely taxed but taxed very heavily. 
It can surely not be Mr Palkhivala’s 
contention that the prevailing structure 
of taxation of incomes in the urban sec¬ 
tor would be rendered less unsound 
once a tax is levied on agricultural in¬ 
comes as well. 

I would submit, therefore, that a test 
of Mrs Gandhi’s seriousness about 
economic development could well be 
her ability or willingness to compre¬ 
hend the basic importance of tax reform. 
The 'Wanchoo Committee report has 
given the government an opportunity 
to retrace its fiscal steps. But it can 
avail itself of the opportunity only 
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if it has the political .cowage to give 
up its demagogic fictions about con¬ 
centrations of economic power or ceil* 
ings on income or wealth. 

The ruling party, no doubt, has had 
tocut itspolhical teeth oncertaincatch- 
words having matts appeal In a poor 
and largely illiterate democracy this 
may be reckoned as one of the cruel 
facts of public life. Now that this party 
has successfully established for itself 
a dominant position in government, 
central or state, there is little justifica¬ 
tion for its continuing to subordinate 
the basic economic interests of the 
country to its political interests. For¬ 
tunately, in spite of years of indoctri¬ 
nation, the people of this country, by 
and large, have not succumbed com¬ 
pletely to the politics of ignorance and 
envy. They have still kept their hold 
on a liberal outlook in relation to the 
nation’s economic affairs‘and there is 
therefore, no basic prejudice in the 
community against its more successful 
or enterprising members. The people's 
main concern is not with how some of 
their number are managing to live well 
or how much the latter may be earning 
or possessing, but with the elimination 
of mass poverty, the expulsion of em¬ 
ployment opportunities, the availabi¬ 
lity of essential goods and the improve¬ 
ment in the standard of living. 

There is, surely, no political obstruc¬ 


tion today to any government that may 
be in power Should it choom topttfsue 
such constructive goals. The public 
has long Ceased to believe in controls 
for the sake of controls nor is it 
bewitched by the efforts of finance 
Ministers constantly on the look-out 
for ways and means of distributor po¬ 
verty. The people are also losing Jaith 
in the catch-words of planning such as 
the dominance of the public sector or 
the mobilisation of savings through 
the mechanism of government budgets. 
They have become wise to the fact that 
the public sector is detracting from de¬ 
velopment, that the resources that are 
being poured into it are being spent 
wasteftiUy rather than employed pro¬ 
ductively. They have also woken up 
to the truth that the government can¬ 
not save, that it can only dissave. It 
will not be long before they summon 
enough gumption to reject such politi¬ 
cal leaders as have nothing to give them 
except election-eve promises. Even a 
massive mandate runs only for five 
years in the normal course and Abra¬ 
ham Lincoln had long ago admonished 
all those who would practise demagogy 
in a democracy that one cannot fool 
all the people all the time. We have late¬ 
ly been treated to much political elo¬ 
quence about India's date with Destiny. 
India’s political leaders must beware 
that the bell does not toll for them be¬ 
fore India is enabled to keep that date. 
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APRIL II, 1947 


His Majesty’s Government are due to make 
yet another statement on India. When Parlia¬ 
ment reassembles on the 17th April after the 
Easter recess Mr Attlee i> expected to an¬ 
nounce the Cabinet’s decision regarding the ser¬ 
vices. A lot of tendentious propaganda Has been 
carried on in favour of these services and senior 
members may be forgiven, if what has been 
written recently regarding tteir stakes and im¬ 
portance. hasledtfem to believe that after them 
there will be a deluge. What are the real facts? 
The 1064 and odd I.C.S. officers do not cer¬ 
tainty set the pace for efficient administration in 
the country. There has been a sad deterioration 
in the quality of this Service and foreign ob¬ 
servers, who inevitably read panegyrics written 
by Sir Edward Blunt or Mr O'Meslly— not to 


speak of countless volumes of reminiscences 
written in a particular style and from a particular 
point of view —are bound to get an entirely 
distorted idea of the importance of the LC.S. or 
the I.P. at present. The trouble is that all this 
history Is not uptodate. An impartial account of 
the achievements of members of the two Im¬ 
perial Services, individually or jointly, during the 
last thirty years, is more likely than not to indi¬ 
cate that the faith which we have all along had 
in the capacity of the civilian to administer the 
country, has been misplaced. The Virtual liquid¬ 
ation of the services, consequent on the retire¬ 
ment Of British and Indian members alike on 
the generous premature retirement terms is likely 
to be much less unsettling than is commonly 
supposed. 
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Another 

opportunity 

missed S. P. Chopra 

TUB union Finance Minister, Mr Y.B. 
ChaVaa, indicated in Part B of his 
budget speech for 1972*73 that he had 
proposed no changes in the rates of 
income-tax and surcharge on income- 
tax in the case of all tax-payers other 
titan companies. While this statement 
is broadly correct, the changes in the 
Income-tax Act proposed by him go a 
long way, not in mopping op addi¬ 
tional fbnds but in tightening the screws 
so as to reduce tax evasion. Here and 
there he has withdrawn certain reliefs 
for which he did not care even to put 
forward plausible reasons. 

The cumulative effect of fell the 
changes proposed in direct taxes is 
estimated to be Rs 24 crores in a flill 
year andRs 16 crores in 1972*73. The 
share of the states will be two crores 
cf rupees leaving Rs 14 crores for the 
centre. Out if the expected yield tf 
Rs 1130 cr«.res in 1972*73 frcm direct 
taxes (see table below), the new im¬ 
posts constitute about 1.5 per cent of 
the total burden. 


DIRECT TAXES 

1972-73 (BUDGET) 
Rs crores 

Corporation Tax 

480.00 


13.50* 

Income-tax 

580.00 


3.00* 

Estate Duty 

8.00 

Wealth Tax 

43.00 

Gift Tax 

2.50 


1130.00 


•Effect of budget proposals. 

A study of all his proposals relating 
to direct taxes leaves the impression 
that he has not availed of this opportu¬ 
nity to promote personal saving and 
investment by providing relief to the 
harassed tax-payer who has borne this 
crushing burden for the last so many 
years. If there was enough justification 
for increasing the incidence of direct 
taxation in earlier years, there was still 
more powerful ground for providing re¬ 
lief in direct taxes this year. 

The Wanchoo Committee report has 
already showed in unmistakable terms 


the harm which has been done to the 
economy by penal rates of direct taxa¬ 
tion. Whatis more, relief was expected 
in the case cf a huge number of asses- 
sees in the lower income brackets 
who have borne the income-tax 
burden unnecessarily because the cost 
of collection of taxes from them has 
been high and their net addition to 
th: exchequer has not been signi¬ 
ficant. If individaals having income 
between Rs 5,000 and Rs 7,000 a year 
were exempted, the loss of revenue to 
the exchequer, as estimated by the 
Bhoothalingam Committee, would not 
have been large. While Mr Chavan has 
tightened the screws for collecting addi¬ 
tional revenue through the present tax 
structure, he has missed the bus for 
earning the gratitude of the. tax-payers 
in the lower strata of society particu¬ 
larly. 

High Cost of Collection 

Table I (p 562) sets out a distribution 
of income-tax assessees according to 
various income-tax ranges for 1967-68, 
the latest year for which these statistics 
are available. It will be seen that the 
largest number of assessees was in the 
income-tax range of Rs 5,001—7,500 
at 4,15,309 with tax yield of less than 
seven crores of rupees. If income-tax 
exemption limit were raised from Rs 
5,000 as at present to Rs 7,000, the loss 
of revenue to the government would be 
between five and six crores of rupees. 
The cost of collection in this case 
being high—rough estimates put it 
between two to three crores of rupees 
—the exchequer would not incur any 
sizable loss it it took the step suggested 
above. On the contrary, it would earn 
the gratitude of more than 4,00,000 
famines which are already bearing a 
heavy burden of indirect taxes. More¬ 
over, this step will lessen the work of 
income-tax officers who will have more 
time to study rather more remunerative 
cases. 

Since most of the changes introduced 
in Jhe current year’s budget are de¬ 
signed to reduce tax evasion, it is neces¬ 
sary here to recount the causes listed 
by the Wanchoo Committee which lead 
to tax evasion. The most important rea¬ 
son, in the view of this committee, is 
the confiscatory rate of taxation wider 
the direct tax laws. “Prevalence of high 
taxes is the first and foremost reason 
for tax evasion because this is what 
makes the evasion so profitable and 
attractive in spite of the attendant risks" 
states the committee. It has suggested 
that the marginal rate of income-tax 
should be reduced from 97.75 per cent 
as at present to 75 per cent only. Tabic 


H (p. 565) sets out the rates of income- 
tax suggested by it. 

Will the government heed the advice 
of this committee? The immediate 
reaction of the Ministry of Finance has 
not been favourable. 

The tax on casual and non-recurring 
incomes exceeding Rs 1,000 a year has 
been justified by Mr Chavan on the 
plea that it would remove any tempta¬ 
tion that people might have for neg¬ 
lecting regular duties in favour of any 
casual or ephemeral or even imaginary 
pastime. The objective here also seems 
to be to block a loophole. It has been 
rumoured that in order to convert their 
black money into white money some 
people had recently bought the winn¬ 
ing tickets from the winners of the 
state lotteries at a premium. More¬ 
over, the gains made by those who win 
state or other lotteries, or win fabulous 
sums at horse races, crossword puzzles 
and games of cards, have been equated 
with the profits of persons who enjoy 
the benefit of capital gains on apprecia¬ 
tion of their property values without 
any effort on their part. 

The Finance Minister has laid 
down that before taxing such non¬ 
recurring incomes from state lotteries 
a deduction < f Rs 5,000 plus 50 per 
cent i f the balance would be allowed. 
In the case of crossword puzzles and 
other lotteries, the deduction at source 
would be 34.5 per cent. This places 
the state lotteries in a happier posi¬ 
tion than crossword puzzles and other 
lotteries. What is important in this 
case is that casual losses if and when 
incurred would be allowed to be set off 
only againtt the same type of income. 

Lenient Attitude 

It might be argued that the Finance 
Minister has taken a lenient attitude to¬ 
wards state lotteries while he has been 
rather harsh to those winning at the 
races, crossword puzzles etc. Because 
winnings in both the cases are of the 
same type, it was necessary to treat 
them alike. It is well known that the 
states which have been successful in 
raising substantial revenue through state 
lotteries will lodge a protest against this 
levy as it would reduce the enthusiasm 
of the pec pie for these lotteries. 

The Finance Ministers are known to 
be clever persons who specialise in 
the art of attaining their objectives 
through various means. May be, this 
discrepancy in the rates of taxes will 
be rectified when the amendments to 
the Income-tax Act are presented in 
order to incorporate some of the re- 
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commendations of the Wanchoo.Com¬ 
mittee. It may be stated here that the 
Wanchoo Committee has recommended 
that the earnings from lotteries, cross¬ 
word puzzles etc. should all be made 
liable to tax. 

A new provision has been made in 
the Finance Bill for 1972 which stimu¬ 
lates the deduction i f tax at source at 
theratcoftwopercentonthe payments 
made to contractors by the government, 
foca l authorities, statutory corporations, 
and companies. Payments made by 
contractors to sub-contractors will 
attr act a deduction at the rate of one 
per cent. In the first place, this pro¬ 
vision will expedite the settlement of 
income-tax cases of contractors and sub¬ 
contractors; secondly, it will assist in 
locating potential tax-payers. But in 
those cases where the contractors or 
sub-contractors fail to make a profit 
on the ccntract • — as all contracts do 
not yield profits — a refund will bo due 
to the contractors. This provision is 
merely a convenience for raising the tax 
revenue and in locating the tax-payers 
in this special class. 

In order to make the assessces pay 
their income-tax dues promptly, the 
Finance Minister has proposed that the 
rate of interest charged when there is 
delay in the payment of direct taxes 


to the government should be increased 
from 9 per cent to 12 per oent per an¬ 
num. Simultaneously, the government 
has taken the responsibility of paying 
interest at 12 per cent per anmmi on 
refunds, the payment of which is de¬ 
layed. This is indeed a fair proposition. 
This is likely to result in prompt pay¬ 
ment of taxes as well as refimds. When¬ 
ever the refund suffers inordinate delay 
and sizable charge by way of interest 
has to be paid to an assesses, the officer 
incharge would naturally come in for 
severe departmental criticism. 

Hitherto certain categories of trans¬ 
fer of capital assets — particularly 
jewellery — did not attract the capital 
gains tax. The transfer of jewellery 
somehow gained importance in recent 
years for avoiding the tax. The Minis¬ 
try of Finance is of the view that this 
deficiency in the capital gains tax had 
given rise to fictitious transactions in 
jewellery which were designed to regu¬ 
larise incomes which had escaped the 
axe of taxation. The present bill has, 
therefore, brought the transfer of je¬ 
wellery within the purview of the capital 
gains tax. If, however, an asscssce 
purchases jewellery for his personal use 
within six months with the sale pro¬ 
ceeds of the jewellery, it would be 
exempt from the capital gains tax. If, 
however, a part of the sale proceeds 


April 

were utilised for the purchase of .je¬ 
wellery, the propartitjmal part we 
capital gains would be exempt from the 
capital galas tax. 

To the extent bho sale of jewel¬ 
lery — real or fictitious — was be¬ 
ing used far unholy schemes of 
converting Mack money into white 
money, it was indeed a heinous crime 
against society. The honest tax-payer 
is however likely to undergo hardship 
because of this new levy. Maw raiddto 
class families have inherited jewellery 
and the date of original purchase or 
the price at which it was purchased is 
not known to the present owners. In 
the case of jewellery purchased before 
1939 when the price of gold was almost 
one-tenth of the level which prevails 
today nearly the whole of the sale 
proceeds of jewellery would attract 
capital gains tax. As the primary ob¬ 
jective of investing in jewellery was 
to make use of savings for the rainy 
day, the capital gains tax would take 
away a large slice of the sale proceeds 
which would severely hurt the assessces 
in need of funds. 

If the objective is that people should 
cease investing in jewellery, this tax 
might act as a deterrent in some cases 
but to those traditionally wedded to 
jewellery, it would have no effect. On 


Tablb i 

TAX PAYABLE BY INDIVIDUALS IN 1967-68 


Range of ioial income assessed 

Rs 

No of 
assessces 

Income 

assessed 

Rs(000) 

Income-tax 

(including 

Super-lax) 

Rs(000) 

Surcharge 

Rs(000) 

Total 

Rs(O00) 

B'low 

4,000 

75138 

8,30,85 

15,03 

Ml 

16,14 

4,001 

5,000 

330460 

1,36,07,26 

2,41,61 

3,16 

2,44,77 

5,001 

7,500 

415309 

2,48,43,03 

6,44,06 

32,61 

6,96,67 

7,501 

10,000 

262646 

2,21,20,57 

10,90,99 

45,97 

11,36,96 

10,001 

12,500 

100236 

1,10,05,00 

7,00,70 

49,31 

7,50,01 

12,501 

15,000 

66948 

90,79,14 

6,89,39 

50,50 

7,39,89 

15,001 

17,500 

53439 

84,75,82 

8,18,95 

49,83 

8,68,73 

17,501 

20,000 

31158 

58,17,79 

6,05,43 

48,57' 

6,54,00 

20,001 

25,000 

41403 

90,81,71 

12,28,42 

92,35 

J 3,20,77 

25.001 

30,000 

23195 

60,28,77 

9.90,07 

85,05 

10,75,12 

30,001 

40,000 

26336 

89,89,41 

19,07,08 . 

K53.23 

20,60,31 

40,001 

50,000 

10,782 

47,67,83 

12,79,11 

1,17,39 

13,96,50 

50,001 

60,000 

6426 

34,43,43 

10,51,78 

93,90 

11,45,68. 

60,001 

70,000 

4044 

25,68,58 

8,12,74 

77,34 

8,90,08 

70,001 

1,00,000 

4688 

38,79,89 

15,23,56 

1,64,27’ 

16,87,83 

1,00,001 

2,00,000 

3300 

43,42,87 

20,43,87 

- 2,46,51 

22,90,38 

2,00,001 

3,00,000 

563 

13,60,62 

6,90,44 

97,64 

7,88,08 

3,00,001 

4,00,000 

220 

7,63,6? 

4,21,63 

63,32 

4,84,95 

4,00.001 

5,00,000 

113 

5,01,65 

2,95.42 

45,12 

3,40,54 

Over 

5,00,000 

229 

24,68,46 

14,82,40 

2,43,95 

17,26,35 


Tout) 

1405633 

1439,76,30 

185,52,68 

17,61,13 
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BKUII has talents 

Talents to serve Industry through various electrical, 
mechanical and structural equipments and services. 




•Transformers 
•ESPAR Electrical 
Stampings 

•Complete Substations 


• General Engineering fr 
Structural Services 

• Industrial Contracts 
•Complete Electrification 




• Export House 

• Marine Engineering 

• Project Consultancy 


• Switchgear 

• Control fr Relay Boards 

• Water Supply Systems 


The EaSun Group manufacture Hackbridge Hcwittic and Easun Transformers, Easun 
Switchgeer and Espar Electrical Stampings. They act as Construction and Contracting 
Engineers and provide engineering services iike complete Industrial 
Electrification, General Engineering and Structural, and Consultancy Services. 

They also undertake design, supply, erection, commission, testing, 
after-sales-service and project consultancy including complete 
substation work upto 220 KV. 


Over the years Easun equipments and services have helped to 
speed up the industrialisation of the country. Easun with their 
experience and expertise, will continue to play a vital role 
in the ushering in of a brighter, more prosperous tomorrow.. 


U 


7Wf £ ASM* 


EASUN ENGINEERING CO. LTD. 
HACKBRIDGE-HEWITTIC AND EASUN LTD. 
ESWARAN & SONS ENGINEERS PRIVATE LTD. 
EASUN PRODUCTS OF INDIA PRIVATE LTD. 

Madras-1. 

Offices at New Delhi. Bombay. Calcutta 0 London 
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SAVE YOU HMD 
THE LATEST NEWS? 


OPENS 
NEW HORIZONS 
FOR 

INDUSTRIAL 
GROWTH 
INTAMILNADU 


STATE INDUSTRIES 
PROMOTION 
CORPORATION OF 
TAMILNADU LIMITED 

SIPGOT 

For aeeeieraud development of medium end 
Major Industries 

smtoremi 

I. LIBERAL FINANCIAL ASSISTANCE 

and 

II. A PACKAGE OF INCENTIVES 

Including 

1. Interest free Sales Tax loans. 

2. Subsidy for industries in 
underdeveloped Taluks. 

3. Contribution to the cost of 
feasibility Study. 

4. Concessional power tariff. 

5. Preferential Treatment in 
Government Purchases. 

4/t fotmyuotf. 

For a free booklet of details, 
please mail the enclosed coupon 
To 

/ The Senior Development Officer. 

7 State Industries Promotion 
I Corporation of Tamil Nadu Limited. 

■ Post Box No. 3735, Madras-2. 

Please send me the booklet on “Sipcot 
opens new Horizons for 
Industrial growth" 

Name.. -- 

Address 


Registered office: IV Floor. 


■ I have seen the advertisement in..... 

{ __dated_....(Name of the 

^newspaper & date) 

"MECO HOUSE* 11 A/1, Anna Salai, 
Madras-2. Phone: 88261 












m Aftiu.i'm __ 

. k 

t$ c<ttttary/thi# tn«i»iirtiiuglxt de- 
fegtthevsry objective it it expected to 
acffloevfc. Most of the jewellery might 
now be sold in the Mack market. This 
'would increase still further the di¬ 
mensions of what the Finance Minister 
described sometime ago as the “paral¬ 
lel economy.” 

During the 50’s this country had laid 
great emphasis on the co-operative 
movement. The government of India 
hadgohe out of its way to encourage co¬ 
operative societies in the country but 
now it seems the era of disenchantment 
with co-operative societies has com¬ 
menced. The latest budget proposals 
include a provision which will betaken 
as a disincentive for the growth of co¬ 
operative societies. At present, the 
Income-tax Act exempts from income- 
tax-—without any ceiling limit — the 
dividends received by an assessee from 
a co-operative society. It is now pro- 
posed to withdraw this concession be¬ 
cause it is believed that this facility has 
encouraged tax avoidance by some un¬ 
scrupulous persons who would nor¬ 
mally have paid taxes but have been 
able toavoidthem by arranging t ocarry 
on their activities through the co-opera¬ 
tive societies established far this speci¬ 
fic purpose. However, it has been con¬ 
ceded that such dividends will be allow¬ 
ed to be included in the deduction limit 
of Rs 3,000. Last year's budget had pro¬ 
vided a sum of Rs 3,000 earned by way 
of dividends from the UT1, dividends 
from public or private limited com¬ 
panies and interest or deposits in banks 
which was not taxable. To this list 
have been added dividends received 
from co-operative societies as well. 

Increasing Tax Yield 

All the changes indicated above will 
result in increasing the tax yield by six 
crores of rupees in a full year and three 
crores of rupees in 1972-73 out of which 
two crores of rupees will be the share of 
the states. It seems that the Finance 
Minister has put forward conservative 
estimates. The yield, especially from 
lotteries, races and crossword puzzles 
is likely be significantly higher. 

The history of growth of industry in 
our country hasshown frequent changes 
in official policy. There was a time when 
it was believedthatthe utmost attention 
and care needed to be given to priority 
industries which were listed in the sixth 
schedule of the Income-tax Act. This 
list was supplemented by the addition 
of electricity companies and hotels 
owned by Indian companies. All these 
priority industries enjoyed concessional 
rate of taxation on their profits in the 
belief that it was in the national inte¬ 
rest to encourage their promotion. A 
deduction of an amount equal to five 
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per cent of taxable profits of such com¬ 
panies was allowed from the taxable 
income. The budget proposals for 
1972-73 have discontinued this special 
facility which was allowed in the com¬ 
putation of the profits of priority in¬ 
dustries. The Finance Minister has 
put forward no valid reason for doin* 
so. Are we to infer that in the scheme 
of things which the Ministry of Fi¬ 
nance and the Ministry of Industrial 
Development now visualise, there is 
no interest in encouraging the priority 
industries? 

Surcharge Raised 

To the same category belongs the 
decision of the union Finance Minister 
to raise the surcharge on company taxa¬ 
tion from 21 per cent to five per cent. 
This special surcharge had been im¬ 
posed in the wake of the extraordinary 
situation which had developed in this 
country last year. While a surcharge 
of five per cent was levied on many 
other items including railway passenger 
fares, the union Finance Minister had 
at that time thought it desirable to levy 
a smaller surcharge on companies at 
the rate of 21 per cent. This was 
done in the belief that the corporate 
sector was already paying a harsh—ra¬ 
ther confiscatory — rate of tax. The 
Finance Ministor has enhanced the 
burden of the corporate sector by in¬ 
creasing the surcharge from 21 per 
cent to five per cent which is expected 
to yield R$ 12 crores over a frill year 
and nine crores of rupees in the assess¬ 
ment year 1972-73. The disallowance 
of the special deduction of five per cent 
in the case of priority industries and 
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doubling of the surcharge on the corpo- : 
rate sector will impinge heavily on the 
profits of this sector leading to a re¬ 
duction in the volume of funds for 
ploughing back. Both these arc nega¬ 
tive features of the budget proposals 
which would provide disincentives for 
industrial expansion. 

Withdrawal of Deductions 

The withdrawal of the special deduc¬ 
tion for priority industries will yield 
additional revenue of the order of six 
crores of rupees in a full year and Rs 
4.5 crores in 1972-73. The increase 
in the surcharge on companies will in¬ 
crease their tax burden by Rs 12 crores 
in a full year and by nine crores of 
rupees in 1972-73. 

The Finance Bill for 1972 has incor¬ 
porated some changes in regard to the 
taxation of charitable and religious 
trusts, the aim being to discourage the 
use of these trusts by their promoters 
or their relatives. It is now stipulated 
that voluntary contributions received 
by such trusts would qualify for tax 
exemption from income-tax only if they 
are used for religious or charitable pur¬ 
poses. These trusts will have to get 
their accounts audited by a chartered 
accountant and they would also have 
to get themselves registered for claim¬ 
ing this benefit. It is thus designed to 
plug a loophole which existed and 
which had been made use of by certain 
persons, according to the Wanchoo 
Committee. 

Not many measures are including in 
the current year’s budget for encourag¬ 
ing savings and investment. Except 
for lengthening the list of exemptions 


TABLE II 

THE RATE SCHEDULE RECOMMENDED 
BY WANCHOO COMMITTEE 


Income-slab 


Rate of tax 


0 - 5,000 
5,001—10,003 
10,001—15,000 
15,001—20,000 
20,001—25,000 
25,001—30.000 
30,001—40,000 
40,001—50,000 
50,001—60,000 
60,001—70,000 
Over 70,000 


Nil 

10 % 

500+15% 

1.250+20% 

2,250+25% 

3,500+35% 

5,250+45;.; 

9.750+50% 

14,750+55% 

20,250+60% 

26,250+65% 


Surcharge of 15 per cent in respect of incomes over Rs 15,000. 
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under the WcaltJvtax Act by including 
investment in industrial proprietary con¬ 
cerns or partnership firms and allow¬ 
ing the contributions made under the 
unit-linked insurance plan of the Unit 
Trust of India to qualify for deduc¬ 
tion in calculating the taxable income 
of c.n individual, the budget has drawn 
a blank in this regard. 

Changes in Wcaltb-tax 

It may be recalled that under the 
Wealth-tax Act, 1957, approved finan¬ 
cial assets up to the value of Rs 1.50 
lakhs are exempted from tax; in the list 
of approved assets were included: (a) 
government securities, (b)fixed deposits 
with central government, (c) shares in 
Indian companies, (d) notified deben¬ 
tures, (e) units in the Unit Trust of 
India, (0 deposits with banking com¬ 
panies, (g) deposits with approved 
financial institutions, (h) shares in a 
co-operative society; and (i) deposits 
made by a member of a co-operative 
society with the society. Now, the la¬ 
test Finance Bill has included in the 
above list the value of assets forming 
part of an industrial undertaking be¬ 
longing to the assessee. In computing 
the value of the exemption up to 
Rs 1,53,001 this asset would also be in¬ 
cluded. It is believed that this con¬ 
cession would lead to increase in in¬ 
dustrial investment in the country. 
It is not possible to measure the total 
impact of this concession on industrial 
investment but it will certainly not be 
very significant. 

As stated earlier, incomes. derived 
fiorn dividends, interest on bank de¬ 
posits, dividends received from the Unit 
Trust of India (UT1) up to Rs 3,000 
in a year arc exempt from income-tax 
liability. This has, to a large extent, 
affected the activities of the UTI be¬ 
cause immediately after its coming into 
being, the then Finance Minister had 
allowed exemption up to Rs 1,000 ex¬ 
clusively in respset of dividends received 
from its units. N aw an attempt has been 
made to p-omote the new unit-linked 
insurance plan of the UTI which will 
qualify for the spjcial deduction which 
is currently available in respset of life 
insurance premia and contributions to 
recognised provident funds. It may be 
recorded here that the tax relief in these 
cases is allowed by deducting 100 per 
cent of the first Rs 1,000 followed by 
50 percent of the subsequent Rs 4,000 
and 40 per cent afthe balance of savings 
from the taxable income of the assessee. 
The contributions made to the unit- 
linked plan of UTI will derive the same 
benefits though this facility will be 
available only from April 1, 1973 i.e. 
in relation to 1973-74 and subsequent 


years. The unit-linked insurance plan 
of the UTI has so far not attracted the 
imagination of the people; may be 
after the sanction of this facility, contri¬ 
butions to this plan will increase. 

There are vast deferences in rules and 
regulations governing the payment 
of gratuity to retiring employees of the 
central government, the state govern¬ 
ments, the defence services and the sta¬ 
tutory corporations. In some statutory 
corporations, no ceiling limits have been 
laid down regarding the exempted 
amounts of gratuities. On the na¬ 
tionalisation of 14 major banks, the 
number of statutory corporations has 
increased and there are wide differences 
in the gratuity scheipes of these banks. 
In order to bring all these corporations 
in line and remove the individious dis¬ 
tinctions between them, the gratui¬ 
ties under the Income-tax Act are pro¬ 
posed to be regulated. 

Exemption from Income-tax 

The Finance Bill envisages exemp¬ 
tion from income-tax in respect of gra¬ 
tuities received by employees of sta¬ 
tutory corporations as well as em¬ 
ployees in the private sector only if 
such gratuities are received (a) on re¬ 
tirement; (2D incapacitation or death 
of the employee; (3' on termination of 
employment. There is thus no provi¬ 
sion for voluntary retirement though an 
official spokesman at a briefing io the 
press indicated that voluntary retire¬ 
ment was covered by the termination 
of services. By its very nature the ex¬ 
pression “termination of services’* is 
obnoxious and cannot.be taken on a par 
with voluntary retirement. It is neces¬ 
sary that this clause should be amended 
suitably so as to cover the case of vo¬ 
luntary retirement as well which be¬ 
comes necessary in certain sensitive pro¬ 
fessions. 

The exemption from income-tax of 
gratuities will be covered by a ceiling 
of Rs 24,000. This change in the tax 
treatment of gratuities will take effect 
from April 1, 1973 implying that the 
new interpretation will apply for 
1973-74 and subsequent assessment 
years. The Finance.Bili 1972 has, how¬ 
ever, provided exemption from in¬ 
come-tax on income of approved gra¬ 
tuity funds. Just as recognised provi¬ 
dent funds and approved supsrannua- 
tiou funds are exempt from income- 
tax on their incomes, a similar provi¬ 
sion has hitherto not been available to 
gratuity funds. 

The Finance Bill has now amended 
the relevant provision in the Income- 
tax Act to provide for exemption of 


income of the approved gratuity funds 
from tax, This will, in the first place, 
encourage the formation of gratuity 
funds and would not cause burden on 
the finances of a company when a large 
number of par sons retire in a single year. 
Secondly, in a year when a number of 
employees of an organisation retire, it 
has an adverse effect on the surplus 
which would tend to reduce the bonus 
allocation for that year. If this pt o\ i- 
sion should encourage private sector 
companies in particular to set apait 
smalt sums every year far the gratuity 
fund, it will come as a great relief in 
the year of retirement of persons draw¬ 
ing sizable salaries. Like the other 
amendments in regard to gratuities, 
this also wifi come into operation in 
1973-74 and subsequent assessment 
years. 

The Finance Bill, 1972, has also pro¬ 
vided exemption from wealth-tax not 
only for gratuity funds but also for 
provident funds and approved super¬ 
annuation funds with retrospective 
effect from April 1, 1957—the date of 
commencement of the Wealth-tax Act. 

The decision to award each income- 
tax assessee a distinct and permanent 
account number may look like a mark 
of distinction but this will be the be¬ 
ginning of a new system which will 
make avoidance of taxes difficult in the 
future. Inevitably it will lead to the use 
of computers in collecting data from 
the income-tax records in such a manner 
that some sort of reconciliation of pay¬ 
ments and receipts is possible. With 
the use of new third generation compu¬ 
ters, it will be possible to reconcile 
nation-wide payments and receipts and 
to locate the particular .account num¬ 
bers which had failed to indicate some 
of the payments received during a 
particular year. 

Welcome Step 

This is a welcome step in the sense 
that it will bring efficiency to the in¬ 
come-tax collecting machinery. The 
leakages will be detected and the in¬ 
come-tax yield will increase which, in 
turn, would make it possible for the 
government to provide some relief to 
thousands of income-tax assessee* and 
also to reduce the marginal rate of tax 
in the higher income brackets as sugges¬ 
ted by the Wanchoo Committee. 

Last year the Finance Minister, Mr 
Y.B. Chavan, had served notice on in¬ 
dustry in regat d to the development re¬ 
bate which, he said, would not be avail¬ 
able after May 31, 1974. It may be 
recalled that this facility had been 
given for the first time in the budget for 
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He is the man of the town on a spending spree... 

He manufactures a wide range of high quality Nylon 
Fabrics. He is confident his profits will rise higher end 
higher each year. 

He is aote to afford every luxury ... 


go-go 


He earns more and likes to spend more. 

Money is coming his way so often that he gen buy 
many more things. 

All this prosperity because he uses finest Nylgn vara 1 
manufactured at Modipon. 
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India Foils at work 



The Big Uttle Help 
in The Packaging industry 


The food and dairy, 
pharmaceutical, 
toiletry and 
cigarette industries 
rely on foil 
packaging— 
to protect products 
and please customers. 


All those products up there have 
one thing in common : aluminium 
foil. Aluminium foil used either 
as a wrapper or pouch, bottle cap 
or tagger top. helps keep the 
products fresh, tasty and 
wholesome. 

Aluminium foil comes from India 
Foils—the people who pioneered 
and developed the foil industry 
in this country by discovering new 
and improved uses of foil. 

Right from the start, India Foils 
put their research, skill, knowledge 
of Indian conditions and 
know-how of the latest foil 
technology to work—developing 
new directions in packaging. 


Aluminium foil today performs 
a variety of packaging function^ 
in a wide range of industries. 



India Foils 
Limited 


(Incorporated in Great Britain, 
Liability of Members Limited) 


Calcutta Bombay New Delhi 


Madras Baroda Cochin 



<foc.um 












tprilf, 1972 

ft 

,9544$ for the express objective of 
«el#«ting economic expansion in 
his country. Far more than s year 
10 m, theindustry has pleaded with the 
loverhment not to withdraw this con¬ 
cession but to no purpose. If. the go- 
lernment cannot revise its decision in 
his regard, argues the industry, it 
sould at .least introduce some other 
iscal concessions for giving momentum 
.0 industrial growth in the country. 

The Finance Minister has Stated 
:hat the government is not averse to 
:he grant'Of'fiscal concess'ons although 
he has in fsct provided no such con* 
icssioninthe current budget. The argu¬ 
ment has been advanced that fiscal con¬ 
cessions for promoting industralisa- 
(ion Should hot be general or across- 
tho-boafd in character but should re¬ 
late specifically to our social and econo¬ 
mic objectives. The question that needs 
to be asked isHas the Finance 
Minister provided any concessions even 
on a selective basis ? 

The decision to withdraw the deve¬ 
lopment rebate has been linked by the 
Finance Minister with the desirability 
to provide such incentives as would en¬ 
courage the use of labour rather than 
capital. The use of labour in industry 
can be increased only in so far as it is 
economic. As a matter of fact it is 
necessary today to use more capital 
for encouraging automation in indus¬ 
try so that the cost of manufacture 
may be reduced and our goods may 
become more competitive in foreign 
markets. In any case, the Finance 
Minister has agreed to review various 
concessions in this regard after a deci¬ 
sion in regard to the recommendations 
of the Direct Taxes Enquiry Committee 
has been taken. 

Accelerated Depreciation 

The Wanchoo Committee has sugges¬ 
ted that for encouraging industrialisa¬ 
tion of backward areas, a concession in 
the form of accelerated depreciation 
which should be equal to li times the 
amount of depreciation which would 
otherwise have been allowable might 
be given to tax payers who establish 
new industrial units in notified areas. 
The concession should apply to fixed 
assets only. Even this 50 per cent in¬ 
crease in depreciation will go a long 
way in encouraging the process of in¬ 
dustrial expansion in backward areas 
if this recommendation of the commi¬ 
ttee is accepted by the government. 

Again, the Wanchoo Committee has 
suggested that a tax rebate ranging bet¬ 
ween five and 10 per cent of the tax 
1 payable might be allowed to an asses- 
see in respect of income derived from 
I a labour-oriented industrial unit set 
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up after a specified dote; the rebate 
should be available far a period of five 
years. In order to implement these 
recommendations, the government will 
have to list the labour-oriented indust¬ 
ries and, what is more, it will have to 
fix a higher tax rebate — higher than 
10 per cent — if it is really keen to 
encourage the use of labour-oriented 
process of manufacture. The deficien¬ 
cies caused by the reduced use of ma¬ 
chinery so as to accommodate increased 
labour force will not be fully covered by 
the rebate of 10 per cent in taxes though 
this percentage would vary from in¬ 
dustry to industry. 

Far-reaching changes in the In¬ 
come-tax Act are expected when the 
Finance Minister comes up with sepa¬ 
rate legislation sometime this year so 
as to give effect to the recommendations 
of the Wanchoo Committee. It is 
necessary here to note that this commi¬ 
ttee has recommended that surtax on 
companies should be abolished. It 
has also suggested that instead of sur¬ 
tax, a tax on the capital of companies 
might be introduced. Capital for this 
purpose would be defined as “owned” 
and “borrowed” capital and this 
tax would be fixed at a general flat rate 
of one per cent. Some relaxation, either 
through basic exemption or through a 
more lenient rate, would have to be 
given to small companies. 

Exemption for New Industries 

The committee has recommended that 
even the public sector companies should 
be bronght within the jurisdiction of 
this tax though it would amount to 
transfer of the tax amount from one 
pocket to the other. The “owned” 
capital of companies for purposes of 
this tax would be defined as paid-up 
capital plus reserves — excluding those 
reserves which are made for specific 
contingent liabilities. The term “bor¬ 
rowed capital” would be defined as an 
amount calculated ax eight times the 
net interest paid by the company to¬ 
wards borrowings during the year. The 
committee has, however, suggested 
that now industrial companies should 
be exempted from this capital levy 
for a piriod of five years. 

For quickening the pace of industria¬ 
lisation, the Wanchoo Committee has 
recommended the establishment of a Re¬ 
construction and Stablisations Reserve 
Fund. All companies would be re¬ 
quired to contribute to a maximum 
of 10 per cent of their gross total in¬ 
come. This contribution will be allow¬ 
ed to be deducted in arriving at tho 
total income of the company for tax 
purposes. The government will under¬ 
take to pay interest at the rate of six 
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per cent per annum on these deposits 
and the interest received by the com¬ 
panies will be subject to tax. The com¬ 
panies will be free to withdraw at any 
time up to 50 per cent of their deposits 
for current repairs, building of plant 
and machinery and for research, though 
the amount so drawn would be deemed 
to be income of the year in which it is 
withdrawn. The remaining 50 per cent 
of the deposits would be blocked for a 
period of five years during which no 
withdrawals would be permitted. It is 
debatab'e if this special fund cou’d be 
a factor in promoting industrial ex¬ 
pansion but there is no doubt that it 
will reduce the volume of ftinds avail¬ 
able to industry for ploughing back. 

More Funds for Expansion 

Two points need to be made in 
regard to this fund. First, the contri¬ 
bution of 10 per cent of gross income 
to this fund amounts to a further 
surcharge on the income-tax borne 
by the companies. It will reduce the 
funds available to progressive com¬ 
panies to plan their own expansion. 
It will of course place increased funds 
in the hands of the government for 
distribution to companies which it 
wishes to set up or encourage. Second, 
the use of the word “gross income” 
by the Wanchoo Committee seems to 
be inappropriate. The proper expres¬ 
sion would be “gross profit”. Ten per 
cent of the “gross income” is in fact 
more than the total ''gross profit” of 
the corporate sector. Surely it is not 
tho intention of the committee to 
direct all the profits of the corporate 
sector to the establishment of this 
fund. 

Tho Wanchoo Committee has also 
suggested that an incentive by way of 
a tax rebate should be allowed to 
companies which are engaged in the 
manufacture of specified goods if they 
attain increased productivity. It means 
that they should be given a special in¬ 
centive for increased utilisation of 
installed capacity resulting in increased 
production. The committee is of the 
view that the rebate might be in the 
form of a deduction in tax ranging 
from five to 10 per cent. But before 
this incentive is provided to companies, 
the government will have to set up 
suitable norms after consulting com¬ 
petent authorities in the case of each 
industry and each industrial unit which 
is however not an easy task. For more 
than two decades, this country has 
failed to evolve a formula in regard to 
profit-sharing by labour resulting from 
increased labour productivity. It 
seems that this suggesticn of the com¬ 
mittee is of an academic nature. 

The Wanchoo Committee has made 
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special recommendations in relation to 
small companies—those companfct 
which have paid-up capital not exceed* 
ing five lakhs of rupees. Such com¬ 
panies, says the committee, should be 
allowed to distribute profits up to 
eight per cent of the paid-up capital 
or Rs 2S,000, whichever is less and 
this amount should be totally exempt¬ 
ed from tax by allowing it to be 
deducted in computing the total in¬ 
come. However, in the case of those 
companies whose paid-up capital ex* 
cceds five lakhs of rupees, distributed 
profits up to eight per cent of the paid- 
up capital should be taxed, in the 
view of the Wanchoo Committee, at 
the rate of 30 per cent. In order to 
prevent the avoidance of tax by com¬ 
panies through the increase in their 
capital base by the issue of bonus 
shares, the committee has suggested 
that the bonus share capital should be 
excluded for this purpose. 

Uniform Rate of Taxation 

Again the committee has recom¬ 
mended that all domestic companies, 
whether public or private, widely-held 
or closely-held, and indu trial or non¬ 
industrial, should be taxed at a 
uniform rate of 55 per cent. At 
present there is great diversity in 
the rate of taxes imposed on different 
types of companies. Similarly, the 
committee has suggested that the exist¬ 
ing distinction in the matter of tax 
rete applicable to the widely held 
companies with income not exceeding 
Ris. 50,000 and others may be done 
away with and both types of companies 
should be taxed as suggested earlier at 
the rate of 55 per cent. 

All these recommendations of the 
Wanchoo Committee are desigoed to 
simplify the highly complicated taxing 
system evolved over the years. The 
committee has boldly suggested certain 
measures designed not only to simplify 
the taxing system but also to rational¬ 
ise it. Its recommendation regarding 
the abolition of surtax on companies 
merits careful consideration by the 
government because it has been proved 
that this particular tax is obnoxious 
in the sense that it is a charge on the 
efficiency of a unit. 

The recommendations of the Wan¬ 
choo Committee need to be looked at 
as a “package” and not in separate 
parts. The P esident of the Federation 
of Indian Chamb;rs of Commerce and 
Industry, Mr Madan Mohan Mangal- 
das, has done the right thing in draw¬ 
ing the attention of the government to 
this aspect as the government has a 
tendency to cash on the new imposts 
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suggested by an experts committee 
neglecting completely the reliefs recom¬ 
mended by it. In the case of tin Kaldor 
Report in the ftf-ies the government 
had lost no time in imposing the new 
taxes suggested by it but turned a deaf 
c .r to the advice of Prof Kaldor in 
regard to concessions and reliefs. 

An Appellate Assistant Commis¬ 
sioner of Income-tax at present enjoys 
wide powers in regard to admission of 
evidence before him. This evidence 
might not have been produced by the 
assesses before the income-tax officer. 
It is now proposed to regulate the 
admission of such additional evidence. 
The Central Board of Direct Taxes 
has now been authorised to prescribe 
in the income-tax rules the circum¬ 
stances in which and the conditions 
subject to which and also (he manner 
in which the Appellate Assistant Com¬ 
missioner of Income-tax may permit 
the appellant to produce evidence 
which was not produced or which was 
not allowed to be produced before the 
income-tax officer. 

It is obvious that these changes are 
being brought about on complaints 
from the income-tax officers that many 
of their orders are reversed by the 
Appellate Assistant Commissioner of 
Income-tax because of the fresh 
evidence brought forth by the appel¬ 
lant. It is not known how far the new 
rules will be of assistance in this regard. 
The fault is not entirely of the appel¬ 
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lant. It has been seen that the income* 
tax jofficers have a tendency to dispose 
of a large number of cases in the con¬ 
cluding days of a fiscal year and con¬ 
sequently they are neithet aWe to 
devote full attention to the income-tax 
returns nor is the appellant given 
sufficient opportunity to understand 
the mind of the income-tax officer so 
as to produce the k*nd of evidence or 
information needed to give him satis* 
faction. 

It is only after the income-tax officer 
has taken a decision and indicated it 
to the appellant that the latter fully 
understands the working of the mind 
of the income-tax officer and has no 
option but to appeal to the Appellate 
Assistant Commissioner of Income- 
Tax. The increase in the number of 
rules and regulations can under no 
circumstances provide relief in such 
cases. It is necessary that the income- 
tax officer should give enough oppor¬ 
tunity to the appellant for producing 
the necessary evidence for giving him 
satisfaction. 

The fault in this regard is not with 
one side alone. If the new rules should 
prevent an appellant from producing 
relevant evidence before the Appellate 
Assistant Commissioner of Income-tax 
which would throw light on the cir¬ 
cumstances of a particular case, it 
would be indeed very sad. Surely this 
is not the spirit in which the Income- 
tax Act should be interpreted. 
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A fresh dose 
of cost-push 

inffatloii R. C. Umtnat 

With most of the recommendations of 
the Wanchoo Committee on Direct 
Taxes still being considered by. the 
union government and even otherwise 
direct, taxes, ep&oept in the agricultural 
sector, having reached dizzy heights, 
the Financo Minister, Mr Y.B. Cbavan, 
apparently had no other alternative 
than to depend on raising indirect levies 
in his taxation effort for 1972*73. Of 
the Rs 183 crores total taxation origi¬ 
nally proposed by him in bis budget 
speech on March 16, as much as Rs 
167 arores levies were indirect— cus¬ 
toms end excise duties. The changes in 
direct taxes were estimated to yield 
just about Rs 16 crores. The receipts 
from the indirect levies, however, are 
now expected to be around, Rs 155 
ctores, as a scqual to the scaling down 
of the originally proposed duty on 
kerosene by Rs 20 per kilolitre. 

Previous Tax Measures 

To correctly appreciate tne implica¬ 
tions and the incidence of indirect 
taxes this year one however has to go 
back to December last when the Fi¬ 
nance Minister enhanced the burden 
of these levies by Rs 125 crores in a 
full year. At that time and earlier in 
September too, the union government 
came forth with several other taxation 
measures, but since these concerned the 
fields of direct taxes, railway fares, post 
and telegraph tariffs and internal air 
travel, they are outside the scope of 
this article. The additional receipts 
from the September measures in a rail 
year wete estimated around Rs 70 
crores. Besides the Rs 125 crores in 
direct taxation resorted to in December, 
the burden of direct taxes was raised in 
that month by Rs 10 crores. The total 
increase in the tax burden since Sep¬ 
tember last, which will have its fitll 
impact on the economy in 1972-73, 
thus, is of the order of Rs 376 crores. 
The increase in indireot taxes has been 
to the tune of Rs 280 crores. 

With the taxation proposals of 
March 16, the share of indirect taxes 
in the gross tax revenue of the union 
government goes up to 72.2 par cent. 
According to the revised estimate for 
1971-72, this percentage works out to 
nearly 71.4 for that year. In 1960-61, 
indireot taxes yielded 66.5 per cent of 
the gross tax revenue of the central 
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government. In 1950-51, at the time of 
the launching of planned development, 
over 60 per cent of the total tax revenue 
of the centre was derived from indirect 
levies. 

Between the two instruments of indi¬ 
rect taxation (besides deficit financing) 
excise duties and customs levies — 
the pride of place has been provided 
by the Finance Minister in his budget 
proposals to tne former. In the total 
yield of Rs 280 crores from indirect 
taxes imposed since Deoember, the 
share of customs levies is expected 
around Rs 82 ot ores. The excise duties 
will yield Rs 198 crores. 

Just as it is not surprising in the It ast 
that the Finance Minister has depended 
more on indireot taxes in his efforts to 
mobilise additional resources than on 
direct (axes, there is no clement of 
surprise in his greater reliance in in¬ 
direct taxation on excise duties than 
on customs levies. As a result of the 
growth of the economy during the last 
22 years, the revenue from customs 
levies has grown at a much slower 
pace than that from excises. In 1950- 
51, the total receipts from customs du¬ 
ties — both import and export im¬ 
posts — aggregated to Rs 157.15 
crores. It increased to Rs 487.62 cro es 
in 1970-71 and is expected to go up to 
Rs 722 crores in 1972-73. The revenue 
from excise duties in 1972-73, on the 
other hand, is anticipated in the neigh¬ 
bourhood of Rs 2,463 crores, as against 
a bare Rs. 67.54 crores in J950-51. 

Implications of Proposals 

Coming to the budget pioposals as 
such with a view to assessing their ini- 
plications for the economy, let us first 
deal with customs levies. The major 
incidence of these duties in 1972-73 
will apparently flow from the changes 
offected in December last; the yield 
from the December levies this year 
will be of the order of Rs 60 crores. 
The last month’s changes in the cus¬ 
toms levies are estimated to net only 
Rs 22 crores this year 

In Deoember, the Finance Minister 
not only imposed a general regulatory 
customs duty of 2.5 per cent on all im¬ 
ports, except foodgrains, books and a 
few special categories of other items, 
but also in the case of some 30 items — 
mostly consumer goods and a few ma¬ 
chinery items the indigenous production 
of which was considered adequate -- 
the regulatory customs levy was raised 
by 10 per cent. Export duty on hessian 
and carpet backing was stepped up by Rs 
Rs 400 per tonne. 

Last month, the regulatory customs 
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duty was made uniform at 10 per cent 
of the value in the case of all .items 
which pay an effective basic customs 
duty of 100 per cent or more. The 
articles liable to an effective basic duty 
of 60 per cent or more but less than 100 
per cent were subjected to a regulatory 
duty of five per cent ad valorem. The 
remaining items, with the exception 
of foodgrains, books and certain special 
categories, were continued to be subjec¬ 
ted to 2.5 per cent ad valorem general 
duty. Additional countervailing import 
duties were levied on all items on which 
excise duties were raised, of course, with 
the exception of iron and steel items (in¬ 
cluding tinplates and sheets). Some 
rationalisation was also effected in the 
import duties on drugs and medicines 
consequent upon the elimination of the 
margin of preference as a result of the 
country's commitments under the Gene¬ 
ral Agreement on Tariff^ and Trade. 

Although the above measures are 
bound to raise the cost of imported 
items, there can be little objection to 
this as the import substitution program¬ 
mes have to be relentlessly pursued if 
self-reliance is to be fostered. The in¬ 
crease in the incidence of export levies 
on hessian and carpet-backing, which 
was effected in December and which 
is to continue in 1972-73, cannot also 
be objected to any seriously following 
the attainment of freedom by Bangla¬ 
desh. A close watch, however, will have 
to be kept on the global price trends of 
these two jute products so that if the 
situation warrants, remedial step can 
be taken expeditiously. Close co-opera¬ 
tion between our country and Bangla¬ 
desh in this regard can be beneficial 
to both. 

Excise Duties 

As regards eXcisc duties, the Decem¬ 
ber imposts were on iron and steel— 
—both ingots and products — copper, 
zinc and aluminium among non-ferrous 
metals, unmanufactured tobaooo and 
jute manufactures other than hessians. 
The iron and steel products were sub¬ 
jected to a regulatory excise duty ol' 
50 per cent of the basic duty which in 
absolute terms worked out to between 
Rs 100 and Rs 237.50 per tonne, 
the flat products attracting duty at 
higher rates. The regulatory excise 
duty on copper and zinc was fixed at 
75 per cent of the basic duty. In abso¬ 
lute terms, the effective rate of this duty 
worked out to Rs 375 per tonne in the 
case of oopper wires, bars, sheets and 
circles, Rs 1,125 per tonne in the case 
of copper pipes and tubes, Rs 225 per 
tonne for zinc unwrought, sheets and 
circles and Rs 375 per tonne for zinc 
pipes, a nd tubes. The regulatory excise 
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duty on aluminium was fixed at25 par 
cent of the basic duty which at that Utah 
was 25 per cent ad valorem in the caw 
of crude aluminium, including wires, 
bars and rods, and 20 to 25 per cent 
ad valorem on sheets, circles, foils, 
pipes and tubes, extruded shapes and 
sections and containers. Unmanu¬ 
factured tobacco was subjected to a 15 
per cent (of the basic duty) regulatory 
exoise duty and jute manufactures other 
than hessian to a 50 per cent regulatory 
levy. The incidence in the case of un¬ 
manufactured tobacoo worked out to 
between Rs 0.4 to Rs 4.12 per kg. and 
in the case of jute manufactures to Rs 
175 per fonne. 

Last month, white tho Finance Minis¬ 
ter abstained from including any new 
item in the excise net, except power- 
driven pumps and some lubricants —* 
which were brought within the purview 
of exoises through a change in the defi¬ 
nitions in the Finance Act, 1971—and 
marginally adjusted the exoise levies 
on most of the other items by merging 
the special and the basic duties and 
rounding them off, he quite steeply 
raised the burden on kerosene and 
waxes, the more expensive categories 
of paper, high quality artificial silk 
fit brics, and iron and steel products. The 
incidence of excise levies on cement, 
synthetic organic dyestuffs, aerated 
waters, asphalt, lubricants, paints and 
varnishes, fertilizers, power-driven 
pumps, plastics, tyres, aluminium, and 
unmanufactured tobacco was stepped 
up moderately. 

Controversial Duty 

The most controversial increases in 
the excise duties proposed by the Fi¬ 
nance Minister last month apparently, 
relate to kerosene, iron and steel items, 
aluminium, high quality artificial silk 
fabrics, fertilizers and power-driven 
pumps. 

So far as kerosene is concerned, Mr 
Chavan had originally proposed to stop 
up the effective excise duty on this item 
by Rs 59.75 — from Rs 225.25 to Rs 
285.00 —per kilolitre. Subsequently, 
in deference to the wishes of the mem¬ 
bers of Parliament, both belonging to 
treasury and the opposition benches, 
he announced while replying to the 
general debate on the budget in the 
Lok Sabha, a reduction in this levy to 
the extent of Rs 20 per kilolitre. The 
residuary increase, according to an 
official spokesman, will raise the price 
of a bottle of kerosene by three paise. 

The main justification given by Mr 
Chavan for the increase in the levy of 
kerosene is that because of the lower 


rate of this duty compared to the levies 
on other petroleum produots, a good 
deal of adulteration of kerosene with 
other products, particularly with high 
speed diesel oil, was going on. The 
increased duty on kerosene, thus, it is 
thought, would oheok this adulteration. 

This, however, does not appear to 
be the real reason for stepping up the 
levy of kerosene. Had it been so, the 
Finance Minister would not have spar¬ 
ed kerosene from an increase in duty 
last year. The adulteration of high 
speed diesel oil with kerosene is not a 
phenomenon of the last year alone, 
it has been going on for several years 
as the difference in the price of high 
speed diesel oil and kerosene till Mr 
Chavan’s last month’s budget proposals 
had been as large as Rs 225 per kilo¬ 
litre. The increase of Rs 39.25 per 
kilolitre in the duty on kerosene still 
leaves a great difference between the 
price of this product and that of high 
speed diesel oil. It is, therefore, pre¬ 
sumptuous to assume that the increase 
in the price of kerosene as a result of 
the new levy will be deterrent to it 
being used lor adultrating high speed 
diesel oil or other higher priced petro¬ 
leum products. 

Curbing Consumption 

The real reason for raising the rate of 
duty on kerosene, thus, is quite diffe¬ 
rent. It is to curb the consumption of 
the product which still continues to be 
imported to some extent. Indirectly, it 
is aimed at containing the import bill 
on crude oil which has grown appreci¬ 
ably in the last 18 months as a result of 
an upswing in its prices. 

There can, be no denying the fact 
that in the situation in which 
we are placed at present, there is no 
escape from curbing the consumption 
of petroleum produots so that the 
mounting import bill on crude oil is 
contained to the maximum extent possi¬ 
ble. But it has to be remembered that 
fiscal measures are of only limited effi¬ 
cacy for reducing this bill. The real solu¬ 
tion to the problem lies in stepping up 
our oil exploration programme. Un¬ 
til and unless we find more crude oil 
indigenously, our imports of this fuel 
source cannot be rigorously con¬ 
tained. After all, the overall growth 
of the economy has to be fostered. 
With this, our requirements of petro¬ 
leum products are bound to grow. 
What can be achieved through fiscal 
measuies is some curtailment of the 
rate of growth. 

Already the burden of taxation on 
petroleum produots has been raised 


so much that the, receipts from the excise 
duties bje aooofm lor over 35 
per cent of the total revenue from this 
source. The import levies on petroleum 
products yield another substantial 
amount. As a matter offset, tbistrend 
not only in our countrybutalao in the 
other major petroleum importing count¬ 
ries has beon thc primary cause of the 
uptrend in the pices of crude oil in 
the past 18 months. Indiscriminate 
stepping up of import and excise levies 
on petroleum products is bound to re¬ 
sult in cost-push inflation which appa¬ 
rently has now to be contained in our 
country. Besides accelerating the oil 
exploration programme, the other al¬ 
ternative available to us for servicing 
our growing crude oil imports is to 
increase our export earnings. 

Excise on Steel 

As regards iron and steel, the increase 
effected in the basic levies on various 

S oduots last month is of the order of 
> per cent. The regulatory exoise duty 
of 50 per cent imposed in December is 
to apply to the enhanced basic rates. 
The total increase in the burden of ex¬ 
cise levies on iron and steel items, im¬ 
posed last month, thus, works out to 
45 per cent. Taking the December and 
last month’s proposals together, the ex¬ 
cise burden on iron and steel products 
has been increased by as much as 95 
per cent. In absolute terms, the last 
month’s inorease, including the inci¬ 
dence of regulatory duty, comes to 
Rs 56.25 per tonne in the case of billets, 
bars, coils, wires etc, and Rs 145.5 
per tonne in the case of galvanised 
plates, sheets, etc. The incidence of the 
December regulatory duty, in absolute 
terms, as indicated earlier, woiked out 
to between Rs 100 and Rs 237.50 per 
tonne. The burden on tinplate even 
exceeds the above-mentioned upper 
limits. 

No doubt, as the Finance Minister 
pointed out in his budget speeoh, there 
was a considerable difference between 
the cost of indigenous steel and the 
world prices of steel even after the De¬ 
cember regulatory duty and there was 
also need to rationalise the consump¬ 
tion of this basic material, the sharp 
increase in the burden- — taking the 
incidence of both the last month’s and 
December measures — can indeed add 
considerably to the cost of production 
of the steel consuming industries. No 
assessment appears to have been made 
in the Finance Ministry in this regard, 
particularly in respect of the machine- 
building industry. To the extent this 
industry was able to procure steel freon 
indigenous sources at the Joint Plant 
Committee prices —* and there is indeed 
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'HELP US TO SERVE YOU BETTER’ 

“Cleanliness is next to Godliness" according to an old adage. 

Clean surroundings radiate joy. More than that they help in controlling 
diseases. On Railway Platforms, In Waiting Rooms and in Carriages, etc., 
where people gather, it is of paramount Importance to maintain proper 
hygienic conditions, to preserve the health of the passengers. You can 
help the Railways in this fight against disease by: 

EXTENDING YOUR CO-OPERATION FOR KEEPING THE 
SURROUNDINGS CLEAN AND BY AVAILING OF THE 
SERVICES OF SANITARY STAFF PROVIDED AT 
STATIONS WHENEVER REQUIRED. 


NORTHERN RAILWAY 


GOVERNMENT OF TAMiLNADU 
DEPARTMENT OF INDUSTRIES AND COMMERCE 

OFFERS YOV 

Factory Sheds on monthly subsidised rental basis for setting up of small scale industries 
in the industrial estates at Virudhunagar, Karaikudi, Nagapattinam and Kakkalur. 

Specially Designed Factory Sheds are available in the functional industrial estate for 
electronics and instruments, Adyar on favourable hire purchase terms for setting up 
Electronic and Instrumentation Industries. 

Well designed Factory Sheds ideal for food and fruit Based industry are available on rental 
basis at the functional industrial estate for food and fruit based industry at BatMagundu , 
Madurai District . 

DEVELOPED PLOTS are offered by this department to small scale industrialist at Ambattur, 
Madurai. Mettur, Ranipet and Tiruchirapalli for engineering and non-engineering industry 
on attractive terms. 

For Details Please Contact : 

The Director of Industries and Commerce, 

Government of Tamil Nadu, 

Madras-5. 
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a substantial portion of tbs industry’s 
requirements being met this way — the 
increased levies will undoubtedly raise 
the cost of production of machinery 
manufacture. There can be little doubt 
about the JPC prices being prised to the 
full extent of (he.ihoidehoe.of both the 
December and last month's excise step* 
ups, as various steel products arc com¬ 
manding a good premium in the open 
market over the JFC prices. The open 
market premium may, however, come 
down to some extent as it may be diffi¬ 
cult for the trade to push up the open 
market prices any substantially. 

One also wonders whether the Fi¬ 
nance Ministry has taken into conside¬ 
ration how the increase in the excise 
burden on iron and steel items will 
affect the governmental expenditure on 
the purchase of these products. Nearly 
50 per cent of the total consumption 
of steel in the country is accounted for 
by the purchases of the government 
and its commercial undertakings. To 
that extent, the gain to the central ex¬ 
chequer will be negated by the increased 
expenditure. The country, in the mean¬ 
while, will have to suffer from an addi¬ 
tional dose of cost-push inflation. The 
plight of the engineering industry in 
tne case of production items where the 
cost of steel is a major element of the 


overall cost can well be imagined. The 
pertinent instance of this is the ship 
building industry. Since there is not 
much sophistication as yet in our 
machine build : ng industry, as is there 
in the western countries, it will be diffi¬ 
cult for the indigenous manufacturers 
to fully absorb the increased burden. 

The case of aluminium is no diffe¬ 
rent. The regulatory excise duty of 25 
per oent of tne banc or effective duty 
unposed in December has now beenrais- 
ed to 32} par oent. The basic duty on 
foils has also been raised from 24 to 
30 per cent ad valorem. Altbougb the 
regulatory, excise levy on copper and 
zinc was also imposed in December at 
the rate of 75 per cent of the basic or 
effective duty, which in percentage terms 
is still much higher than the increased 
rate of the levy on aluminium, some 
set-baok to the substitution of copper 
and zino by aluminium cannot be ruled 
out, as the difference in the burden of 
excise on the three non-ferrous metals 
has been narrowed down. Incidentally, 
with the last month’s proposals, the 
excise burden on aluminium has been 
raised to 40 per cent which is admitted¬ 
ly high. 

Coming to the high quality arti¬ 
ficial fibres, particularly polyester fibre. 


we find that the incidence of last 
month's proposals works out to about 
Rs' 2.64 per shirt length. The following 
table gives the typicaTcost analysis of a 
polyester mixed shirt length before the 
last month's budget proposals: 



Cost 

Total 


Rs 

cost in- 
chiding 
excise 
duty 

Rs 

Terene fibre (67%) 

2.98 

8.08 

Cotton (33%) 

1.26 

1.26 

Manufacturing (in 
olnding spinning, 
weaving, dyeing, 
etc) 

9.46 

14.78 

Mills’ mark-up (in¬ 
cluding distribu¬ 
tion and trans¬ 
port expenses) 


2.70 

Wholesaler/retailer 
mark-up (in¬ 
cluding storage 
expenses) 


4.75 

Retail price 


31.57 


Subsequent to the last month’s pro- 



Surprlting I It that ? 

But we mean no dramatics while making this pleasant surprise 
known to you. Wo moan business. India baa the vaat 
resources and high potential to catch the foreign markets 
through processed foods. 

The mere mentioning of foods 'Indian' spoils sumptuous 
dollght, 'romantic' taata and hot, delectable cuisines abroad. 
They are highly popular overseas. In UK., Sweden, Danmark 
France, West Germany,Netherlands,Switzerland. Bahrain, 
Kuwait, Iraq, Hong Kong and Singapore, for instance. Already 
numerous exciting Indian delicacies are delighting many. 


The list includes canned fruits and vegetables, pickles and 
chutneys, biscuits and confectionery, spicy papads, Instant 
tea, instant coflee and a host of other Items. During the current 
year, envisaged exports would be of the order of Rs. |7 crores 


Incidentally, are you manufacturing any variety of processed 
foods f Wo are at your service. We'll provide all the 
information regarding exports and render overall help through 
planning and publicity abroad. 


THE PROCESSED .FOODS EXPORT PROMOTION COUNCIL 
*•>»» N.O.B.I., PART ll,.NRW DKLHM9. 


»P ESI 
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KERALA STATE MDUSTRIAL DEVELOPMENT CORPORATION UNITED 


RENDERS PROMOTIONAL AND FINANCIAL ASSISTANCE 
in setting up medium and large scale industries in Kerala 


Discover industrial opportunities in Kerala 
through 

KERALA STATE INDUSTRIAL DEVELOPMENT CORPORATION LIMITED 

VELLAYAMBALAM, POST BOX NO. 105, 
TRIVANDRUM-1, KERALA 


THE SANDUR MANGANESE & IRON ORES LIMITED 

Phone : 33 Sandur Registered Office : 

Grams : SMIORE, Sandur Lohadri Bhavan, 

Yeshwantnagar. 

Sandur 

PRODUCERS OF WORLD FAMOUS SANDUR ‘A’ 

GRADE MANGANESE ORE 

Factory : 

and Vyasankere near Hospet, 

Mysore State 

MANUl-ACTURERS OF FOUNDRY GRADE 
ELECTRIC PIG IRON 

HM AND LM 1 TO 4 AS PER LS. SPECIFICATION WITH 
0.18% PHOS. MAX. IN STANDARD GRADE 

and 

WITH 0.12% PHOS. MAX. IN OUR SPECIAL GRADES 

SELLING AGENTS FOR OUR PIG IRON 

Scindia Investments P. Ltd., National Sales Corporation, Metal Ores P. Ltd., 

Samudia Mahal. Ramaleela Annexe, 1076, Dr. E. Moses Road, 

Worli, 5, Palace Road, Worli, 

BOMBAY-18. BANGALORE-1. BOMBAY-18. 


Mines : 
Deogiri, 
Mysore Stale. 
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>sals, the^oost analysis cranes to as 
Hows; 



Cost 

Total 

coat 

including 

excise 

duty 


Ra 

Rs 

sene fibre (67%) 

2.98 

8.30 

otton (33%) 

1.26 

1.26 

[anufactoring (in¬ 
cluding spinning, 
weaving, dyeing, 
etc) 

9.46 

16.15 

(ills’mark-up (in¬ 
cluding distribu¬ 
tion and trans¬ 
port expenses) 


2.90 

'holesaler/retailer 
mark-up (iuclud- 
ing storage ex¬ 
penses) 


5.60 

ctail pticc 


34.2] 


It is true that polyester-mixed fabrics 
ive longer life than those made of 
lire cotton and also that they arepri- 
arily consumed by the comparatively 
'fluent section of our society, the 
ajoi faotor that the Finance Minister 
is preferred to ignore while sttpp- 
ig up the excise burden on the more 
cpcnsive artificial silk fabrics, is 


that the production of synthetic fibres 
has to be encouraged to lessen our de- 
petulance on cotton, particularly long 
staple cotton, to meet the growing 
olothing requirements of the country. 
With this end in view, apart from the 
expansion allowed to M/s Chemi¬ 
cals and Fibres Limited from 4,500 
tonne to 6,100 tonnes polyester fibre, 
as many as five other such units have 
been sanctioned to be set up. These 
are: (i) the Indian Organic Chemicals* 
Madras project — 6,100 tonnes; tii) 
Polytex (.Ghaziabad) gobeme — 6,100 
tonnes* (iii) Assam Petrochemicals — 
30,000 tonnes; (iv) Calico project — 
6,100 tonnes; and (v) a unit in Pumab 
—about 6,100 tonnes. If the intention 
of the Finance Minister was to only in¬ 
crease the revenue from the excise du¬ 
ties on superior artificial silk fabrics for 
<ho benefit of the exchequer, it oould 
automatically have been achieved in the 
next two years as at least fora of the 
above five projects would have gone into 

E oduotion by then. Mr Chavan per- 
ps had some other ideas in mind. 

In view of the already developed con¬ 
sumer resistance to the more expensive 
artificial silk fabrics, it is doubtful that 
the industry will be able to pass on tho 
entire burden of the last month’s pro- 
oosals to the oonsumer. The industry’s 
profitability, thus, would be seriously 
impaired. This will have its impact on 
the expansion of the industry. The 
ultimate objective of t educing our 
dependence on cotton for meeting the 
clothing requirements of the country, 


therefore, may be jeopardised. 

It will also be erroneous to assume 
that only the prices of superior varieties 
of artificial silk fabrics would be affected 
by the last month’s budget proposals. 
This is because apart from the sizeable 
inciease effected in the excise levies on 
synthetic fabiios, the excise burden has 
as well been stepped up on synthetic 
organic dyestuffe and bleaching agents. 
The increase in the duty on these two 
items is from 15 to 20 per cent. 

The five per cent increase in the excise 
duty on fertilizers proposed by the Fi¬ 
nance Minister last month and the sub¬ 
jecting of power-driven pumps to a duty 
of 10 per cent ad valorem has been as¬ 
sailed on the ground that they would 
affect the agriculturist. One wonders if 
the oitics of these two proposals desire 
that the growing incomes in the agricul¬ 
tural sector ought to be completely 
left untouched. As pointed out earlier, 
direct taxation except in the agricultural 
sector has already been raised to deter¬ 
rent levels. The sharp increase in the 
incomes in the agricultural sector ap¬ 
parently cannot be spared from taxation 
if the resources of the state have to be 
augmented. The above two proposals 
aim at mopping up to some extent the 
increased incomes from agriculture. 
Their impact on the cost of raising crops 
cannot be very significant. Since there 
is a good deal of resistance to the lower¬ 
ing of the procurement prices even in 
the face of sizeable surpluses of some 
farm products, a marginal increase in 


NET TAX REVENUE OF UNION GOVERNMENT 

(Rs crates) 



1950-51 

1955-56 

1960-61 

1965-66 

1970-71 

1971-72 

1972-73 







Budget 

Revised 

Budget 

Total Net Tax Revenue of Union 
Government 

357.00 

411.47 

730.14 

1,784.62 

2,451.36 

2,717.42 

2,901.07 

3,348.»t 

of which 









Taxes on Income and Expendi¬ 
ture 

125.70 

113.23 

191.97 

453.72 

484.60 

481.23 

522.78 

600.49 

Taxes on Property and Capital 
Transactions 

3.81 

2.55 

13.49 

19.83 

26.86 

39.83 

41.37 

54.70 

Taxes on Commodities and Ser¬ 
vices 

227.49 

a 

295.69 

524.68 

1,311.07 

1,939.90 

2,196.36 

2,336.92 

2,693.10 

(i) Customs 

157.15 

166.70 

170.03 

538.97 

524.02 

534.00 

652.00 

722.00 

(ii) Union Excise Duties 

67.54 

128.68 

341.25 

752.00 

1,368.50 

1,608.59 

1,627.75 

1,871.56t 

Non-Tax Revenue 

48.86 

69.72 

147.32 

535.77 

890.50 

1,009.51 

1,179.64 

1,120.27 

Total Net Revenue of Union Go¬ 
vernment 

405.86 

481.19 

877.46 

2,320.39 

3,341.90 

3,726.93 

4,080.71 

4,464.56 

States’ share in Union Taxation 41 
of which 


73.59 

165.38 

276.05 

755.44 

890.44 

945.14 

1.051.35t 

Excise, including additional levy 
in lieu of Sales Tax, account for 


16.57 

75.01 

145.92 

390.05 

462.97 

475.29 

581-19t 


•The union government's revenue has been deducted. So also for the total taxation effort of the union government. 
tAfter assessing the Impact of scaling down the duty on kerosene by Rs 20 per kilolitre. 
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production costs cannot be seriously 
objected to. Further steps for taxmg 
agricultural wealth and incomes h«Ve 
been promised by the Finance Minister 
after the submission of the K.N. Raj 
Committee's report. This committee, 
set up recently, is going into the whole 
question of taxation of agricultural in¬ 
come and wealth. 

A brief reference may now be made 
to some of the remaining items on which 
the excise burden has been raised by the 
finance Minister. The foremost among 
these arc the more expensive varieties of 
paper and board. The enhancement of 
the burden of excise on these varieties 
undoubtedly will impair the profitabi¬ 
lity of the paper industry which al¬ 
ready leaves much to he desired. The 
further expansion of this industry 
will now, therefore, become more diffi¬ 
cult. 

The raising of the excise duties on 
iron and steel, cement and paints and 
varnishes willraisc housing construction 
costs appreciably. The smokers have 
been made to pay more for their love 
for the lady nicotine. The recent deaths 
caused in Delhi, and also elsewhere, by 
poisonous “hooch” should be a poin¬ 


ter to the fact that indiscriminate rais¬ 
ing of the taxes on certain “pleasures'* 
of life which provide an escape from the 
daily humdrum is not a wise policy to 
follow. 

The most pertinent point, in respect 
of indirect taxation which has to be 
squarely faced by the Finance Minister 
is bow far he should go on accentuating 
the cost-push inflation in the country. 
There is little doubt that excise and cus 
toms levies in our country are being in¬ 
variably passed on to the consumer, be 
it an industria l or an ordinary consumer. 
Already our economy has become a 
very high-cost one. Furthe rcost-push 
inflation is unwarranted. On the other 
hand, the imperative need of accelerat¬ 
ing the pace of economic development 
requires augmentation of the state re¬ 
sources. 

Both taxation and deficit financing 
have tbeir limitations in the present- 
day circumstances in our oountry. The 
government has got to appreciate this. 
The nation has been subjected to grow¬ 
ing tax burden and persistent doses of 
deficit financing. It will riot mind it, 
provided, of course, the resources rais- 
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ed an judiciously utilised. But are they 
being so utilised? 

The non-productive expenditure ofi 
the government is growing day by day. 
The heavy investment of over Rs 4,000 
crons in the public sector commercial 
undertakings too is not yielding any 
significant return. Had the governmen¬ 
tal expenditure been controlled and the 
public sector investments yielded the 
return expected of them, the tax burden 
could at least he contained, if not xe- 
duoed. 

1 o some extent at least, the persistent 
stepping up of the tax buroen and con¬ 
tinued resort to deficit financing have 
been contributory to the increase in 
the governmental expenditure and the 
over-capitalisation of publio seotor un¬ 
dertakings (one of the reasons of these' 
enterprises not yielding adequate return 
on investments in them). The inade¬ 
quate return on the public sector invest-! 
ments and the growing expenditure of 
the government, on the other hand, have 
necessitated increase in taxation and 
persistent recourse to deficit financing. 
A vicious circle has, thus, been created. 
It has to be broken. 


MANGALORE CHEMICALS 
& FERTILIZERS LTD. 

Regd. Office: ‘Khlvraj Mansion' 

10/2, Kasturba Road, Bangalore-1. 

With a production capacity of 

66^ tonnes per day of Ammonia and 1030 tonnes per day 
of Urea is being set up at panambur near Mangalore in 
technical collaboration (on turn-key basis) with Messrs. 
Humphreys & Glasgow Limited, U.K., incorporating 
the ICI Ammonia Process and Messrs. Stamicarbon 
(Stripping) Urea Process both of which are latest in 
. Fertilizer technology. 

The British Government have agreed to provide sterling 
£ 10.5 million (about Rs 21 crorcs) foi the foreign 
exchange portion of this Rs. 58 croro project. The 
Industrial Development Bank of India as head of a 
Consortium of financial institutions and Banks has 
sanctioned, in principle, a loan of Rs. 42 crores ’for the 
project, in addition to underwriting a portion of the 
proposed public issue of share capital. 

The plant is scheduled to commence trial production by 
May, 1974. 


INDIA’S LEATHER TRADE 

Indian Leathers find their way to all parts of 
the world. Leather and allied products exports 
earned foreign exchange of about Rs. 86 crores 
during the year 1970-71. 

The Leather Export Promotion Council has 
been sponsored by the Government of India to 
promote the exports of East India tanned hides 
and skins, pickled goat skins, bark tanned reptile 
skins, goat hair and tanning materials. 


LUTHER EXPORT PROMOTION COUNCIL 

“Marble Hall" 

3/18, Vepery High Road, Hedras-3 (India) 

Gram : "LEXPROCIL" Phone : 33498 

Telex; MS 7354-LEXIL 
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State budgets 

Hirdtv Singh 

he year 1972 being the year of elec- 
on8 to the state assemblies, the 
misters of finance in the newly 
instituted . state governments have 
line out with only interim budgets 
» 1972-73. Although most of the 
:ates have also presented the annual 
icture, yet, by atid large, this picture 
ould prove arbitrary because the final 
iape of finance in the states will emerge 
nly after budgets for full year are 
resen«ed after nearly three months, 
fevertheless some comparable figures 
ave beencollectcd in respect of revenue 
ocounts of the states in Table I 
p. 583) which reveal significant fea- 
jres of the states’ finances. 

The total income on revenue account 
•out all the states for which figures for 
he full year are available for 1972-73 
ias been placed at Rs 4369 croreS which 
s some 25 per cent higher than the 
orresponding revenue figures for 
971-72. The surplus during the year, 
lowcver, is lower than the cumulative 
uiplus for 1971-72. This decline 
ppears reasonable considering the fact 
hat some additional revenue may be 
aised in some of the states and the 
iVerall surplus by that time may be 
arger than in 1971-72. 

mproved Surplus 

Taking into account the finances of 
he individual states, it may be ob- 
erved that Gujarat, Haryana, Madhya 
*radesh, Maharashtra and Punjab 
mproved their surplus on revenue ac- 
ount and Tamil Nadu has converted 
ts deficit of Rs 15.87 orores in 1971- 
'2toa surplus of Rs 2.49 crores. There 
re, however, other states such as Uttar 
'radesh and Bihar which this year 
ixpect a deficit as against a surplus 
luring the previous year. The states 
>f Kerala, Orissa, Rajasthan and West 
Bengal are among those that continue 
o show deficit. 

On the side of expenditure the state 
>f West Bengal is the only one to 
roject a substantial reduction in the 
»t year because the state had 
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the responsibilities of maintaining 
refugees from Bangladesh during 
1971-72. 'The maximum increase in 
expenditure during the year is expected 
in the case of Uttar Pradesh where the 
figure is likely to be higher by nearly 
80 per cent over the previous year. 
Though this jump is exceptional, con¬ 
siderable increases are proposed in 
other states too such as Tamil Nadu, 
Punjab, Orissa, Mysore, Maharashtra 
and Haryana. 

Fresh Taxation 

Although most of the states have 
postponed the proposed new levies to 
the final budgets to be presented later, 
some states have come forward with 
fresh doses of taxation. Bihar, for 
instance, has proposed five measures 
to cover nearly 55 par cent of its total 
deficit and these measures are likely to 
raise Rs 14.84 crores. Surcharge 
an land revenue may bring in Rs 1. SO 
crores, adjustment in the existing rate 
of sales-tax may bring in Rs 0.34 crores, 
additional loans from the market are 
likely to bring in Rs five crores, increa¬ 
sed irrigation rates may add Rs one 
crore and realisation of government 
dues will add Rs seven crores. The 
Minister for Finance stated that the 
government has sustained a recurring 
loss of Rs five crores annually owing 
to remission of land tax on small hold¬ 
ings. When the remission was made, 
he pointed out, it was thought that the 
loss would be compensated from in¬ 
come received through increased tax 
on big farms and wealthy faipners. He 
added that the government had de¬ 
cided to levy surcharge on land revenue 
on holdings which did not fall in the 
category of exemption. 

A significant aspect of state finances 
has been the size of the state plans. 
Table II (p. 585) provides figures re¬ 
garding states* resources for their plans, 
central assistance and resource mobili¬ 
sation proposed during 1972-73. The 
approved Plan outlay for 1972-73 for 
all the states (including the newly 
formed states of Manipur and Tri¬ 
pura) adds up to Rs 1601.75 crores 
as against the approved Plan out¬ 
lay of about Rs 1402 crores and the 
anticipated expenditure of about Rs 


1500 crores in 1971-72. The Plan out¬ 
lay for all the states during 1972-73 
is likely to be financed to the extent 
ofRs. 718 crores from con'ral assis¬ 
tance, Rs 795 crores from existing 
ba c is of taxation and Rs 88 crores 
from fresh resources mobilisation in 
1972-73. The central assistance of 
the order of Rs 718 crores js only 
marginally higher than that provided 
in the previous year (Rs. 700 crores). 
In fact, during 1970-71, the central 
assistance was over 55 per cent of the 
total Plan outlay of the states and the 
corresponding proportion of central 
assistance in respect of total Plan 
outlay during 1972-73. would be nearly 
45 per cent. This will bo a significant 
shift and appears to be motivated to 
make the states bear increased burden 
of Plan expenditure. 

There are certain states which pro- 
po'e exceptionally large Plan outlays 
during 1972-73 as against 1971-72. For 
instance, Haryana will have a Plan 
outlay of Rs 82 crores during 1972- 
73, nearly 30 per cent more than in 
1971-72. Maharashtra also proposes 
to spend on its Plan for 1972-73 neasly 
Rs 2C6 crores as against Rs 170.8 
crores during 1971-72. Punjab is an¬ 
other example along with Rajasthan 
and West Bengal. On the other hand 
Mysore is the solitary instance where 
the Plan outlay during 1972-73 will be 
around 15 per cent below the proposed 
figure in 1971-72. 

Resource Mobilisation 

In the context of resource mobilisa¬ 
tion expected from tho states during 
the year 1972-73, it may be observed 
that Uttar Pradesh, West Bengal and 
Andhra Pradesh propose to raise reso¬ 
urces more than Rs 10 cror.s each 
during the budgets for the full year to 
be presented later. Simi’arly states of 
Madhva Pradesh, Maharashtra, Har¬ 
yana, Punjab, Tamil Nadu ard Kerala 
are committed to raise additional Rs 
five crores or more. In fact Punjab 
and Haryana propose to raise addition¬ 
al resources through efficient collec¬ 
tion. The picture presentod in Table 
II in respect of Mysore might be alter* 
ed by a change in the government 
there. Mr M. Y. Ghorpade, the 
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Finance Minister of the state suggested 
that a closer look at the whole process 
by which funds were transferred from 
the centre to the state was necessary 
in order to ensure balanced develop* 
meant cf all states. A fresh dialogue 
would have to commence between the 
states and the centre in order to 
realistically evaluate and assess the 
financial situation and put the centre- 
state financial relations on a more 
systematic and scientific basis, he 
pointed out. 

The issue of overdrafts by the states 
raised heated controversy recently and 
the union Minister for Finance has 
urged all the states to contain their 
Plan and non-Plan expenditure within 
their resources without recourse to 
overdrafts. It may be observed that 
the states of Andhra Pradesh, Mysore, 
Rajasthan and Tamil Nadu along with 
Kerala are among the leading states 
in respect of overdrafts (Table Til). 
The states of Bihar, Maharashtia and 
West Bengal are also in the list. While 


the state governments have agreed to 
initiate suitable measures to reduce 
overdrafts and economise on non*P!an 
expenditure, it may be too early to 
expect anything substantial in the in* 
terim budgets, fn the final budgets 
the degree of seriousness shown by the 
states regarding this issue would, how¬ 
ever, be clear. Mr M. Karunanidhi 
made a reference to this subject be* 
ciuse Tamil Nadu is among the states 
with large overdrafts, the amount in 
this case being Rs 76.44 crores as on 
March 1,1972. He explained that the 
expenditure on the state plans was in¬ 
curred at the level much higher than 
that approved by the central govern¬ 
ment. For instance during the year 

1969- 70 the central government 
approved a Plan of Rs 72 crores and 
the state government proceeded to im¬ 
plement a Plan of the order of Rs 
87.05 c'ores. Similarly fo~ the year 

1970- 71 the central government insist¬ 
ed that the Plan should be reduced to 
Rs 79.30 crores while the state govern¬ 
ment wen* ahead on the basis of a Plan 


of Rs 97.4$ crores. During the current 
year again the state government im¬ 
plemented a Plan beyond the size 
approved by the central government. 
Mr Karunandhi asserted that the over¬ 
drafts were not used for non-plan ex¬ 
penditure with the exception of meet¬ 
ing additional costs involved in imple¬ 
menting the decisions of the Pay Com¬ 
mission. 

Table III 


OVERDRAFTS OF STATES AS ON 
MARCH 1,1972 


State 

(Rs crores) 

1. Andhra Pradesh 

86. 7 

2. Assam 

9.58 

3. Bihar 

34.49 

4. Haryana 

8.03 

5. Kerala 

51.14 

6. Maharashtra 

23.51 

7. Mysore 

76.32 

8. Rajasthan 

73.87 

9. Tamil Nadu 

7644 

10. West Bengal 

22.23 

Total 

461.68 
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State 


Table I 

STATE BUDGETS: 1971-72 AND 1972-73 
(Revenue Account only) 


1971-72 


Revenue Bxpendi- Balance 
tore 


(Rs crores; 


1972-73 


Revenue Expend!- Balance 
ture 


Indhra Pradesh 

285.49 

272.31 

+ 13.18 

344.70 

331.76 

+ 12.94 

lihar 

249.68 

244.70 

+4.98 

311 10 

316 38 

—5.28 

3ujora( 

216.88 

204.53 

-1-12.35 

262.52 

233 24 

+29.31 

iaryana 

93.53 

85.44 

+8.09 

141.41 

122.33 

+19.08 

{jrila 

159.80 

176.04 

—16.24 

191.38 

209.97 

—18.59 

yindhya Pradesh 

250.09 

231.54 

+18.55 

288.67 

268.02 

+20.65 

Maharashtra 

467.76 

466.26 

+1.50 

561.48 

523.69 

+37.79 

Mysore 

241.14 

235.59 

+5.55 

293.26 

292.05 

+1.21 

>iS8& 

133.10 

143.98 

—10.88 

163.56 

177.26 

—13.69 

’Ufljab 

141.57 

129.56 

+ 12.01 

198.37 

176.20 

+22.17 

fojjiflthan 

174.51 

185.86 

—11.35 

207.80 

219 94 

—12.14 

Tamil Nadu 

306.31 

322.18 

—15.87 

397.27 

394.78 

+2.49 

Jttar Pradesh 

41,3.39 

378.81 

+34.58 

649.17 

709.85 

—60.68 

est Bengal 

345.18 

373.49 

—28.31 

348.08 

367.48 

—19.40 

Total 

3478.63 

3450.27 

+28.36 

4368.77 

4342.96 

+25.81 


Table II 

RESOURCES FOR STATE 

PLANS: 

1972-73 



- 


(Rs crorcs) 


States 


Central 

assistance 

States 
resources 
on the 
existing 
basis 

Resources 

mobilisation 

in 

1972-73 

Total 

Flan 

outlay 

(Column 

2+3+4) 

1 


2 

3 

4 

5 

1. Andhra Pradesh 


46.56 

46.44 

12.00 

105.00 

2. Assam 


32.96 

5.05 

2.24 

40.25* 

3. Bihar 


65.57 

27.93 

6.50 

100.00 

4. Gujarat 


30.65 

72.35 

3.00 

106.00 

5. Harayana 


15.23 

61.77 

5.00 

82.00 

6. Jammu & Kashmir 


32.00 

2.00 

2.06 

36.00 

7. Kerala 


33.95 

24.55 

5.50 

64.00 

8. Madhya Pradesh 


50.83 

52.17 

6.00 

109.00 

9. Maharashtra 


47.63 

150.96 

7.00 

205.59 

10. Meghalaya 


7.22 

1.03 

— 

8.25 

11. Mysore 


33.56 

38.74 

— 

72.30 

(2. Nagaland 


7.59 

1.41 

—. 

9.00 

13. Orissa 


3J.04 

24. ?8 

2.00 

57.42 

14. Punjab 


19.59 

59.41 

6.00 

85.00 

15. Rajasthan 


42 68 

18.32 

4.00 

65.00 

16. Tamil Nadu 


39.19 

70.86 

6.30 

116.35 

17. Uttar Pradesh 


102.04 

112.96 

10.00 

225.00 

18. West Bengal 


42.87 

20.65 

1.0.00 

73.52 

Total 


681.16 

790.98 

87.54 

1559 68 

19. Himachal Pradesh ' 


22.00 

4.07 

0.50 

26 57 

20. Manipur 


7.50 

— 

■— 

7 50 

21. Tripura 


8.00 

— 

— 

' 8.00 

Grand Total 


718.66 

795.05 

88.04 

1601.75 


^Excludes an amount of Rs 2.75 crores foT Mizoram which was part of Assam and is now a union territory. 
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Social Justice with Economic Growth 


•resent^o ihb budget of tho Government of India on 
/larch 16, 1972, for 1972-73, the Finance Minister. Mr 
' B. Chavan, stated that the budgetary provision for the 
cntral Plan was being increased by Rs 332 crores or nearly 
3 per cent. Within the provision for the Plan at the 
jutre as much as Rs 240 crores had been provided for 
shemes with an accent on social justice as well as econo- 
lic growth. Even though this provision was modest as 
ompared to the magnitude of the problem, h' said it 
epresented a sincere effort towards meeting the basic 
linimum needs of the most disadvantaged sections of 


>ur society. 

The full text of part 
ollows: 

IriSJ to present the Revi- 
jd Estimates for the cur- 
ent year and the Budget 
Estimates for 1972-73. 

In miny ways, the year 
hat is now drawing to a 
lose has been the most 
vcnlful in our recent his- 
oi y. Ic began in the wake 
>f a clear expression of 
tie will of our people in 
lvour of a bold and radical 
irogramme to promote 
rowth with social justice. 
>ut the beginning of the 
ear also witnessed a reign 
if terror and repression in 
last Bengal. By Novem- 
icr 1971, some 10 million 
efugees had sought shelter 
i our midst; and we stinted 
o effort or resource in 
ooking after these hapless 
nd heroic people. Despite 
ius missive influx and the 
ost of a war, which was 
.ot of our seeking, we deoi¬ 
led not to delay or post¬ 
pone in any way the equally 
irgent task of development 
nd social welfare, Instead, 
/a sought to meet the 
dditional burdens by two 
upplemcntary instalments 
>f fresh taxation, by greater 
nobilization of voluntary 
avings and by a renewed 
Irive for economies in 
lOn-Plan expenditure and 
peeJier tax collections. 

Above all, we met the 
hallenge by drawing on 
he strength of a united 
laople; and it is possible 
tow to look back on the 
vents of the past year with 
. degree of confidence in 


” of the budget speech 


the economic sphere us well. 
Despite the extraordinary 
stresses and strains which 
were compounded by natur¬ 
al calamities over many 
parts of the country, it 
should be possible to end 
the current fiscal year with 
our foreign exchange reser¬ 
ves more than intact, 
gove nment stocks of food- 
grains of nearly eight mil¬ 
lion tonnes, the general price 
level reasonably stable and 
a deficit in the central budget 
significantly lower than what 
one might have appre¬ 
hended. 

To some extent, the events 
of the past year will conti¬ 
nue to cast their shadow 
over the coming months as 
well. Honourable Members 
would appreciate that we 
have to assist the friendly 
people and government of 
Bangladesh in their im¬ 
mediate task of recon¬ 
struction and rehabilitation. 
To the extant that we have 
drawn upon the accumu¬ 
lated stocks in the economy 
and there has been unusual 
wear and tear of our pro¬ 
ductive assets, these will 
have to be made good. 
But above all, now that the 
refugees have been able to 
return to their homes, 
we havo to redirect our ener¬ 
gies increasingly to satisfy 
the aspirations of our own 
people. While the resi¬ 
lience and strength displayed 
by the Indian economy can 
give us confidence, there is 
little room for complacency. 

Economic conditions in 


the recent past contain many 
pointers to the areas where 
further sustained effort is 
necessary. These havo been 
dealt with at some length 
in the Economic Survey. 
The rate of growth of the 
economy has slackened in 
1971-72. To some extent, 
this is understandable as the 
high rate of growth in the 
production of major cereals 
in earlier years cannot— 
and indeed need not— be 
continued year after year. 
But this trend should be 
counter-balanced by an in¬ 
crease in the growth rate 
of pulses, commercial crops 
and industry at large. This 
has not happened so far. 
Many of our basic indus¬ 
tries, notably steel and ferti¬ 
lizers, are operating well 
below /’aoacity. Shortage 
of agricultural raw mate¬ 
rials has affected import¬ 
ant consumer good indus¬ 
tries such as textiles, sugar 
and vegetable oils. There 
are encouraging signs that 
many capital goods indus¬ 
tries and those producing 
important intermediate pro¬ 
ducts have their order books 
full and are maintaining a 
satisfactory rate of growth 
in production. But here 
again, progress is by no 
means uniformly good. Qui¬ 
te apart from tackling the 
immediate problems of bet¬ 
ter management, greater 
capacity utilisation, im¬ 
proved raw material sup¬ 
ply and industrial relations 
and a general environment 
of more active demand, we 
have to expedite the creation 
of additional capacity in 
a number of vital areas, 
including the generation of 
electricity and fertilizers and 
steel where better utilisation 
of existing capacity alone 
will not sustain demand 
for long. 

There are also other trends 
which we cannot overlook. 
While imports, other than 
those of foodgrains, have 
increased rapidly, this can¬ 
not be said of exports. As 


a result, the trade gap is 
likely to widen apprecicbly 
in the current fiscal year. 
The various programmes for 
promoting social welfare 
which have been taken in 
hand over the past two 
years have yet to gather 
momentum. Again, despite 
some signs of improvement, 
the level of savings and 
investment in both the public 
and the private sectors is 
inadequate to sustain a satis¬ 
factory rate of growth. 

This situation must be 
rapidly transformed if the 
objective of growth with 
social justice and self-reli¬ 
ance is to be realised soon. 
Nor is a reasonable degree 
of price stability possible 
without a rapid increase in 
the production of the basic 
necessities of the poople. Up 
to a point, and indeed to 
to a much greater extent 
than is commonly realised, 
growth, social justice, self- 
reliance, investment and 
mobilisation of resources 
are all mutually reinforc¬ 
ing processes. We have, 
however, also to quicken 
the pace by appropriate 
changes in budgetary and 
other policies. It is precisely 
in order to bring about 
such a co-ordinated and 
concerted approach to our 
economic problems that a 
Cabinet Committee on Eco¬ 
nomic Policy has been re¬ 
cently set up. 

Coming to budgetary 
developments during the 
current year, 1971-72, Hono¬ 
urable Members would 
recall that tho provision of 
Rs 60 crores for refugee 
relief made in the budget 
last May had to be increased 
subsequently on two occa- 
ions making a total of Rs 
360 crores for the year as a 
whole. Against this provi¬ 
sion, actual expenditure is 
now estimated at Rs 325 
crores. At this stage, it is 
difficult to render an$ 
precise account of the aid 
pledged from abroad which 
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will ultimately compensate 
us for the expenditure we 
ourselves have incurred. 
A significant part of the 
refugee assistance received 
earlier or in the pipeline 
is already being diverted to 
Bangladesh. But on a rough 
basis, the budgetary outlay 
of Rs 325 crores may be 
offset to the extent of Rs 
120 crores by assistance 
received from abroad 

We have already made a 
sizeable beginning with assis¬ 
tance to the Bangladesh go¬ 
vernment in the current year 
itself. Inclusive of a cash 
payment of about Rs 20 
crores which is being charg¬ 
ed to the rehabilitation bud¬ 
get the commitments so far 
made for assistance to 
Bangladesh amount to 
roughly Rs 130 crores. 


It is our intention to provide 
for a total commitment in 
this regard of Rs 200 crores 
of which Rs 82 crores might 
be disbursed during 1971-72 
and the balance during 
1972-73. 

Defence expenditure for 
1971-72 is now estimated 
at Rs 1411 crores as against 
the budget provision of Rs 
J241 crores, i.e., an increase 
of Rs 170 crores. The ex¬ 
penditure on natural clami- 
tics relief at Rs 90 crores 
would also be higher than 
the budget estimate of 
Rs 50 crores. 

The actual trend in 
expenditure on Plan schemes 
during the current year is a 
mixed one and some short¬ 
fall in Plan expenditure can¬ 
not be ruled our. But there 


is reason to believe that the 
shortfall would not be as 
great as in the first two years 
of the Plan. The imple¬ 
mentation of important pro¬ 
jects in the steel, fertilizer, 
petrochemicals and atomic 
energy field has picked up 
momentum. This is also 
true of the programmes 
with an accent on social 
welfare which were started 
in the 1970-71 budget. But 
the two major programmes 
for employment in the rural 
areas and for the educated 
unemployed which were 
introduced in the last 
budget could not be given 
proper shape for some time; 
and actual expenditure is 
likely to fall short of the 
budget provision of Rs 75 
crores. Once again, our 
experience in the current 
year highlights the fact that 
the momentum of progress 
cannot be kept up merely by 
provision of finance. Timely 
preparation and selection 
of projects and speedy im¬ 
plementation are equally 
important. 

Receipts under Income 
and Corporation Tax arc 
now estimated at Rs 83 
crores more than the Bud¬ 
get Estimate reflecting in 
the main the efforts made 
towards speedier tax collec¬ 
tion. Union Excise Duties 
will show only a moderate 
increase of Rs 31 crores. 
On the other hand. Customs 
revenue will exceed budget 
estimate by Rs 118 crores 
reflecting primarily the 
spurt in imports. 

Receipts from market 
loans also show a substantial 
increase over the budget 
estimates the actual reali¬ 
sation being Rs 294 crores 
against tho expectation of 
Rs 168 crores last May. 
The nationalised banks have 
continued to make excel¬ 
lent progress in deposit 
mobili ation; and the Life 
Insurance Corporation and 
the Provident Funds have 
also been able to mobi¬ 
lise more funds than was 
expected earlier. This has 
greatly facilitated market 
borrowing by the centre in 
the current year. Collections 
under small savings should 
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amount to Rs 210 crores i 
against Rs 180 crores as¬ 
sumed earlier. 

The overall deficit is now 
expected to bo restricted to, 
Rs 385 crores. This repro- j 
sents an increase ofRs 152! 
crores over the budget esti- 
mate. An increase in deficit! 
of this order cannot bo 1 
contemplated with equan¬ 
imity in a normal year; and 1 
its monetary impact even 
in tho current year was held : 
in chock by ihc policy of 
restraint followed by the 
Reserve Bank. But Honour¬ 
able Members would, I am 
sure, appreciate that it 
has to be judged against 
the additional liability 
on account of defence, 
refugee relief, assistance to 
Bangladesh and natural 
calamities. Expenditure on 
those four itoms alone is 
now expected to bo Rs 1888 
crores as against Rs 1351 
crores envisaged last May. 
Even allowing for additional 
external assistance for 
refugee relief,this represents 
an increase of Rs 437 crores 
over tho budget estimates. 

Sir, I come now to the 
Budget provisions for 
1972-73. In keeping with 
the imperative need to 
accelerate the pace of 
growth and social welfare, 
I propose to increase the 
tho budgetary provision for 
tho central and centrally- 
sponsored Plan schemes 
from Rs 1455 crores in 

1971- 72 to Rs 1787 crores in 

1972- 73. This increase of 
Rs 332 crores or by nearly 
one-fourth in a single 
year roprosents tho sharpest 
stop-up that wo have attem¬ 
pted in tho central sphere 
over tho past so many years. 
Tho increase in Plan outlay 
is spread over virtually all 
the sectors of the economy. 
Agriculture, Community 
Development and Co-opera¬ 
tion account for an increase 
of Rs 23 crores; Irrigation 
& Power, Rs 18 crores; 
Mines and Metals, Rs 23 
crores; Industry including 
Petroleum, Chemicals, Steel 
and Heavy Engineering, Rs 
44 crores; Shipping & 
Transport, Rs 56 crores; 
Posts Sc Telegraphs, Rs 14 
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cram; Railways, Rs sight 
crons and Atomic Energy, 
Rs 30 croros. 

By far the largest incroase 
is being made in the po- 
visions for those schemes 
which combine an element 
of social welfare with future 
growth potential. Taking 
all such schemes together, 
the budget provision in 
1972*73 would be Rs 240 
croros as compared to Rs 
130 croros in 1971-72. An 
important innovation re¬ 
lates to a new lump-sum 
provision of Rs 125 croros 
to cover the requirements of 
rural water supply, rural 
home sites, shim clearance 
and improvement, primary 
education and schemes for 
the educated unemployed. 
Since there are wide diff¬ 
erences in the requirements 
of different states for those 
essential amenities, it is felt 
that a lump-sum provision 
of the nature would make it 
easier for us to make an im¬ 
pact in oach state in the 
field where such impact is 
most urgently needed. 

There are large disparities 
among the states in terms 
of enrolment of children in 
schools in the age group 6-11. 
Expansion of primary edu¬ 
cation facilities, particularly 
in the backward areas, will 
help correct regional imbala¬ 
nce and will also provide 
scope for larger employment. 
Of our 560,000 Villages, 
some 130,000—or almost 
25 per cent—are cholera- 
endemic and guinea-worm 
infected areas. By tackling 
the problems of rural water 
supply in these disadvant¬ 
aged areas, it should be 
possible to contribute subs¬ 
tantially to the well-being of 
the rural people. The pro¬ 
vision for rual home sites 
should help particularly 
landless labour. In some 
states tho need would bo 
to concentrate mainly on 
slum clearance and im¬ 
provement in congested ur¬ 
ban areas or on schemes 
designed primarily to pro¬ 
vide employment to the 
educated^ 

Among other schemes, the 
budgetary provision for the 


small farmer development 
agency is being doubled 
from Rs six crores this 
year to Rs 12 crores next 
year and for marginal far¬ 
mers and agricultural labo¬ 
urers from Rs three crores 
to Rs six crores. Similarly, 
the provision for special nut¬ 
ritional programmes for 
children is being increased 
from Rs 11 crores to Rs 
21.5 crores. Programmes 
for dry farming develop¬ 
ment, rural works in 
drought-prone areas and 
the crash programme for 
rural employment are being 
continued with a total pro¬ 
vision next year of Rs 72 
crores. It is our hope that 
in the light of the experience 
alteady gained and the 
assessments recently made 
in consultation with the 
state governments, it would 
be possible next year to 
utilise in foil the provision 
that is now being made. 

In addition to the pro¬ 
vision made in the budget 
resoutces are also available 
for the central Plan from the 
internal surpluses of public 
sector enterprises and by 
way of contribution from 
financial institutions. The 
internal resources of public 
sector enterprises which 
would be available for the 
Plan are expected to increase 
from Rs 233 crores in 
1971-72 (budget estimates) 
to Rs 275 crores in 1972-73. 
Other resources available for 
the central Plan including 
borrowings from financial 
institutions and contri¬ 
butions by the Reserve Bank 
from retained profits etc. 
are expected to incioase 
from Rs 135 crores in the 
current year to Rs 245 r 
ci ores in 1972-73. Inclusive' 
of budgetary provision as 
well as internal resources of 
public enterprises and other 
extra* budgetary lesources, 
the total Flan outlay on 
central Plan schemes is thus 
expocted to increase ftom 
Rs 1823 crores in 1971-72 
to Rs 2307 crores, i.e., by 
Rs 484 crores or A by. about 
27 per cent. 

I am happy to say that 
there will also be a subs¬ 
tantial step-up in tbs Plan 


outlays of the states. In the 
light of the discussions that 
the Planning Commission 
has already had with 
the state governments on 
the annual Plan outlay of 
the states and union terri¬ 
tories for 1972-73 is expect¬ 
ed to be Rs 1666 crores as 
compared to Rs 1440 crores 
in 1971-72. This includes a 
provision of Rs 782 crores 
by way of Plan assistance 
from the centre to the states 
and union territories. 
Honourable Members 

would also note that subs¬ 
tantial pait of the increase 
in the central Plan outlay 
is really on schemes which 
are initiated and executed by 
the state governments them¬ 
selves. 

In addition to Plan as¬ 
sistance, the scheme of 
special accommodation by 
way of loans to those states 
which have substantial non- 
Plan gaps will be continued; 
the provision under this 
head for next year isRs 130 
crores. But the state govern¬ 


ments on their own will 
also have to mobilise res¬ 
ources on a substantial scale 
if the Plan outlays now pro¬ 
posed for them are to be 
implemented without re¬ 
course to overdrafts from the 
Reserve Bank. As the house 
is aware, the Minister of 
Planning and 1 have been 
in close touch with the states 
in this regard. 1 am well 
aware that there are genuine 
difficulties in some states in 
liquidating past overdrafts 
over a short period. In 
recognition of these diffi¬ 
culties we have arranged in 
consultation with the Plan¬ 
ning Commission, that such 
states would not be called 
upon to liquidate their exist¬ 
ing overdrafts immediately 
but would be asked to repay 
next year only 15 per cent 
of the estimated overdrafts 
at the end of 1971-72. The 
state governments have 
agreed to take steps to re¬ 
duce the overdrafts pro¬ 
gressively; and we propose' 
to adapt a new set of proce¬ 
dures to ensure that over- 
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drafts are not used in future 
as a continuing mcde of 
financing state expendi¬ 
tures. 

I may also mention in 
this connection that we pro¬ 
pose to announce soon the 
composition and terms of 
the sixth Finance Com¬ 
mission. In our federal sys¬ 
tem, the evolution of satis¬ 
factory financial relations 
between the centre and the 
states has a vital bearing 
on progress and harmony 
in the country at large; 
and the next Finance Com¬ 
mission will have a very im¬ 
portant role to play in lay¬ 
ing the base for the fifth 
five-year Plan which will 
be launched two years from 
now. 

Outside the Plan, cffoit is 
being made to restrict ex¬ 
penditure to the minimum. 
The provision for defence 
next year is being kept at 
Rs 1408 crores, i.e., about 
the same as the Revised 
Estimates for the current 
year. Honourable Mem¬ 
bers, I am sure, would ap¬ 


preciate ;"that apart from 
providing for normal in¬ 
creases in costs, salaries 
and dearness allowance, we 
have also to make ade¬ 
quate provision for recoup¬ 
ing the losses suffered during 
the war and for looking 
after the families of those 
who have made the supreme 
sacrifice for the defence of 
the motherland. It is our 
earnest hope and endeavou 
that out of the ar guish and 
agony of the recent past will 
emerge a new spirit of peace 
and haimony in this gieat 
sub-continent so that all its 
700 million inhabitants can 
devote their entire energies 
against thoir common ene¬ 
mies of hunger, want, disease 
and exploitation of man by 
man. 

I expect the yield from 
income tax and corporation 
tax to increase from Rs 
985 crores (Revised Esti¬ 
mates) in the current year 
to Rs 1060 crores in 1972- 
73. Revenues from Excise 
Duties should increase from 
Rs 2103 crores to Rs 2330 
crores and from Customs 


Duties from Rs 652 crores 
to Rs 700 crores. The conti¬ 
nuance of special levies 
which, I am afraid, is un¬ 
avoidable in the present 
circumstances, would bring 
in Rs 70 crores next year as 
against Rs 20 crores in the 
current year. 

Unfrotunately, a signifi¬ 
cant part of the additional 
revenues will be offset by an 
increase in food subsidy 
from Rs 30 crores in the 
budget estimates for the 
current year to Rs 100 crores 
in the budget estimates 
next year. On the basis of 
presen* procurement and 
issue prices, the burden of 
food subsidy next year 
would amount in fact to Rs 
120 crores. 1 have made a 
somewhat lower provision 
of Rs 100 crores as it is our 
intention not to let this bur¬ 
den grow without appropri¬ 
ate remedial measures to 
keep it in check. 

The welcome increase in 
foodgrain production has 
added to the fiscal burden 
in at other way. During 
1972-73, the additional 
financial requirements of 
the Food Corporation of 
India for carrying the buffer 
stock of foodgrains are 
estimated at Rs 120 crores. 
I am making a budgetary 
provision in this regard of 
Rs 25 crores only so that 
the balance of Rs 95 crores 
will have to be found by the 
corporation by additional 
borrowing from the bank¬ 
ing system. At the end of 
February 1972, the Corpo¬ 
ration’s borrowing from the 
banking system had already 
reached the high level of 
Rs 350 crores. A further 
addition of Rs 95 crores 
during the coming year will 
naturally strain the re¬ 
sources of tho banking sys¬ 
tem unduly unless the de¬ 
mands on it from other sec¬ 
tors are correspondingly 
moderated. That is why net 
receipts from market loan 
next year have assumed at 
the level of Rs 215 crore 
only. Thus, diroctly or in 
directly, the procurement 
of foodgrains is now having 
a substantial repercussion 
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on the central exchequer 
as also cm the dis’ribu'ion 
of income within the coun- 
try. 

Net receipts from external 
loans next year are also ex¬ 
pected to show a substantial 
decline from Rs 469 crores 
this year to Rs 374 crores 
in 1972-73. Recent events 
have once again served as a 
reminder that even as we 
strive for greater growth | 
and social welfare, we can¬ 
not neglect the urgent need 
for reducing the dependence 
on external assistance. Our 
policy to be progressively 
independent of external 
asssistance is not directed at' 
anyone other than ourselves. | 
Its thrust is towards invi¬ 
gorating our own internal 
efforts. There are a few 
major areas, such as cotton, 
oil seeds, fertilizers, steel, 
petroleum products and 
spare parts for equipment 
installed in the past where 
our dependence on imports 
is still high. Similarly, our 
export earnings can be in¬ 
creased rapidly by creating 
additional facilities for min¬ 
ing, fishing and manufac¬ 
ture of a large variety of, 
engineering and consumer 
goods. We are making de¬ 
tailed plans in each of these 
sectors to increase produc¬ 
tion rapidly so that our 
growing requirements can 
be met without undue de¬ 
pendence on impoits and 
> surpluses created for aug¬ 
menting exports. No effort 
whether by way of provi¬ 
sion of finance or otherwise 
will be spared to accelerate 
this process of self-reliance 
through import substitu¬ 
tion and export promotion. 

At existing rates of taxa¬ 
tion, the overall budgetary 
deficit next year will be Rs 
375 crores. There will be a 
surplus on revenue account 
of Rs 219 crores, but this 
would be more than offset 
by -the deficit on capital 
account of Rs 594 crores. 

To sum up, the main fea¬ 
ture of the budget^for 1972- 
73 which I am now present¬ 
ing is' the substantial^ in¬ 
crease in the outlay op the 
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Plan. The budgetary pro¬ 
vision for the central Plan 
propor is being inci eased 
by Rs 332 crores, or nearly 
23 per cent. Inclusive of 
internal surplus and other 
extra-budgetary resources, 
the increase in the cential 
Plan works out to Rs 484 
crores, or 27 per cent. Tak¬ 
ing the centre, tht states 
and the union territories 
together, the total provision 
foi the Plan for the next 
year, as now envisaged, 
comes to Rs 3973 crores as 
against Rs 3263 crores in 
the current year, i.e., an 
increase of Rs 710 crores, 
-or 22 per cent. A substan¬ 
tial increase in Plan out¬ 
lay of this order would be a 
major factor contributing 
to economic growth over 
the coming months. It has 
been our experience that an 
increase in Plan outlay in 
the public sector is a pre¬ 
requisite for revival of in¬ 
dustrial production whether 
in the public or in the pri¬ 
vate sector. It is our ex¬ 


pectation,. therefore, that 
the increase in Plan outlay 
next year, will serve as a 
catalyst for the revival of 
growth particularly in the 
industrial sector where re¬ 
cent trends leave much to 
be desired. 

Within the total budget 
provision for the Plan 
at the centre, as much 
as Rs 240 crores is being 
earmarked for schemes 
with an accent on social 
justice as well as economic 
growth. 1 am well aware 
that even this provision of 
Rs 240 crores is modest as 
compared to the magnitude 
of the problem. But I am 
sure. Honourable Members 
would agree that it repre¬ 
sents a sincere effort to¬ 
wards meeting the basic 
minimum needs of the most 
disadvantaged sections of 
our society. 

It is a matter of some 
satisfaction that despite 


the substantial increase in 
Plan outlay Aid without any 
credit for mobilisation « 
additional resources, the* 
overall deficit in the central 
budget for 1972-73 is now 
expected to be limited to 
Rs 375 crores. This satis¬ 
factory outcome is the re¬ 
sult mainly of the fact that 
during the past critical 
year, we were able to intro¬ 
duce what amounts virtu¬ 
ally to three different bud¬ 
gets with substantial mea¬ 
sures for additional re¬ 
source mobilisation. The 
total receipts on account of 
the taxation measures intro¬ 
duced last year will be of 
the order of Rs 500 crores 
in a full year. 

important as the central 
budget is as an instrument 
for furthering our social 
and economic objectives, it 
has to be supplemented by 
basic changes in our econo¬ 
mic institutions and policies. 
During the last year, govern¬ 
ment has taken a number of 
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steps in, this direction. The! 
taking over of-the manage¬ 
ment of general insurance, 
the guidelines given to finan¬ 
cial institutions in regard to 
convertibility of loans into; 
equity and participation in 
the management of the 
enterprises assisted by them, 
continued effort to direct 
the new vitality of the na¬ 
tionalised banking system 
towards improvement in 
the economic conditions of 
the small and new entre¬ 
preneurs in industry and 
agriculture and the policy 
of differential interest rates 
—these are ail various facets 
of the same thrust forward 
towards the goal of econo¬ 
mic progress' with social 
justice. Honourable Mem¬ 
bers may rest assured that 
we shall continue our efforts 
in the same spirit and over a 
broad front over the com¬ 
ing months so that the 
mandate for creating a| 
socialist society is carrii 
out with speed and| 
vigour. 
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Towards Self-Reliance and Equity 


In BB fl Alt - p to taxation proposals for 1972-73, the Finance 
Minister, Mr Y.B. Chavan, claimed that they would 
promote growth, social justice, self-reliance, investment 
and resource mobilisation. He hoped that taken in their 
entirety, the budget proposals would take the economy one 
stage forward in its march towards the cherished goals of 
this country. 

The full text of part “B” of the Finance Minister’s 
speech is given below: 


Without taxing the pa¬ 
tience of Honourable Mem¬ 
bers any further, I should 
proceed now to the business 
of taxation proper. Hav¬ 
ing introduced virtually 
three budgets in the past 12 
months, I might woll be 
expected to declare a holi¬ 
day from further taxation 
for at least one year. But 
I am afraid I cannot allow 
myself such unique distinc¬ 
tion. A deficit of Rs 375 
crores cannot be left wholly 
uncovered without danger 
to price stability. We have 
also certain commitments to 
the state governments to 
raise revenue on their be¬ 
half. Fiscal policy must 
servo the larger objectives 
of solf-relianco and equity. 
Nor should I fight shy of 
making a few concessions. 
The introduction of a new 
budget is also an opportu¬ 
nity for a certain amount of 
spring cleaning. 

The Direct Taxes Enquiry 
Committeo under tho chair¬ 
manship of Mr K.N. Wan- 
choo, ox-Chiof Justice of 
India, submitted their re¬ 
port last December. It con¬ 
tains a number of valuable 
and far-reaching suggestions, 
for uaearthing black-money 
preventing evasion and 
avoidance of taxes and re¬ 
ducing tax arrears. Copies 
of the report will scon be 
made available to Honour¬ 
able Members. It has often 
been said in this House that 
basic changes in tho tax 
system should be introduc¬ 
ed by means of a Taxation 
Amendment Bill rather than 
through tho annual finance 
bill so as to give Honour¬ 
able Members more time 
for a detailed consideration 
in the light of discussion 
both within and outside 


the House. Accordingly, I 
propose to bring forth a 
separate legislation as early 
as possible to give effect to 
those recommendations of 
the committee which are 
acceptable to the govern¬ 
ment and which require a 
major change in the present 
tax laws. 

There has been a feeling 
for some time in the coun¬ 
try that a family consisting 
of husband, wife and minor 
children which constitutes 
a common unit of consump¬ 
tion and as such a common 
focal point for the incidence 
of indirect taxation, is also 
a more appropriate and 
oquitable basis for purposes 
of direct taxation subject 
to certain safeguards for 
wives at work. The present 
tax treatment of Hindu un¬ 
divided families has also en¬ 
couraged tax avoidance. 
On these two related ques¬ 
tions, the members of the 
Wanchoo Committee have 
made several alternative sug¬ 
gestions. Government will 
examine these suggestions 
carefully and sponsor sepa¬ 
rate legislation in due course 
for restructuring the In¬ 
come Tax Act and the 
Wealth Tax Act to the ex¬ 
tent necessary. 

In the meanwhile, I pro¬ 
pose to introduce through 
the Finance Bill a few 
changes in the Direct Tax 
structure which are de¬ 
signed either to produce 
some additional revenue in 
a difficult year or to give 
effect to such recommenda¬ 
tions of the Wanchoo Com¬ 
mittee as can be easily in¬ 
corporated in the present 
tax laws. 

On the assumption that 
no news is good news, I 


propose to make no change 
in the rates of income-tax 
as also of surcharge on in¬ 
come-tax in the case of tax¬ 
payers other than compa- 
panies. 

In order to remove any 
temptation that people may 
feel for neglecting their regu¬ 
lar duties in favour of any 
casual or ephemeral or even 
imaginary pastime, I pro¬ 
pose to withdraw the pre¬ 
sent examption in respect of 
casual and non-recurring in¬ 
come when it exceeds 
Rs 1000 in a year. However, 
a finance minister in particu¬ 
lar should not ft own upen 
those who are specially fa¬ 
voured by the goddess of 
good luck. Accordingly, 
winnings from states or 
other lotteries will be taxed 
on a concessional basis. 
Thoso who win a prize in a 
lottery are perhaps in the 
same happy position as 
people who enjoy a capital 
gain when their property 
appreciates in value with¬ 
out any effort on their part. 
On this principle, in com¬ 
puting incomes from such 
winnings, a deducticn cf Rs 
5,000 plus 50 per cent of the 
balance will be allowed. Ho¬ 
wever, even thoso who are 
favoured by fortune should 
make their offering first at 
the altar of tho exchequ.r. 
I propose, therefore, to 
provide for deduction of tax 
at source at the rato of 34.5 
per cent from crossword 
puzzles and lotteries. Cas¬ 
ual losses will be allowed to 
bo set off only against the 
same type of income. 

I propose to provide for 
deduction of tax at sourco 
at the rate of two per cent 
of tho payments made to 
contractors by tho govern¬ 
ment, local authorities, sta¬ 
tutory corporations and 
companies. Payments made 
in turn by contractors, other 
than individuals and Hindu 
undivided families, tc sub¬ 
contractors will attract a 
deduction at the rate of one 
per cent. I hope this alli¬ 
ance between the revonuo 


department and contractors 
will lead to prompter pay¬ 
ments ail round. 

With effect from April 1, 
1972 government will pay 
a rate of interest of 12 per 
cent per annum on the 
amount of refund tho pay¬ 
ment of which is delayed. 
Honourable Members will 
recall that at presont the 
rato of interest we pay is 
only nine per cent per 
annum, it is only fair that 
the interest charged when 
there is delay in the pay¬ 
ment of direct taxes to the 
government is also simi¬ 
larly increased from nine 
per cent to 12 per cent par 
annum. 

Capital gains arising from 
the transfer of jewellery 
hold for personal use are 
not so far chargeable to the 
capital gains tax. This has 
given rise to fictitious trans¬ 
actions in jewellery in order 
to regularise incomes which 
have escaped taxation. I 
propose, therefore, to re¬ 
pair this omission. 

Dividends recoivod from 
co-operative societies are at 
present completely exempt 
from income taxation. I 
see no justification for this 
exemption and propose to 
withdraw it. Such divi¬ 
dends, however, will be in¬ 
cluded in the categories of 
income which qualify for 
exemption from income tax 
upto Rs 3,000 in a year. 

Those measures are likely 
to yield Rs six crores in a 
full year and Rs three crores 
in 1972-73 of which some Rs 
two crores will bo the share 
of the states. 

Coming to corporate taxa¬ 
tion, I propose to do away 
altogether with the special 
deduction of five par cent 
of profits in the case of do¬ 
mestic companies engaged 
in priority industries. This 
will yield Rs six crores in 
a full year and Rs 4.5 crores 
in 1972-73. 

Somo months ago when 
we levied special surcharges. 



many Honourable Members 
had asked why the sur¬ 
charge on company taxation 
was fixed at 2 1/2 per cent 
when a surcharge of five 
per cent was levied on 
many other items including 
railway passenger fares. I 
propose now to remove this 
discrimination. For the 
assessment year 1972-73, the 
surcharge will continue to 
be 2 1/2 per cont of the in¬ 
come tax payable by all 
companies. However, on 
income tax payable iu ad¬ 
vance during the financial 
year 1972-7.* the surcharge 
would bo at the rate of five 
per cent. This change will 
yield Rs 12 croros over a 
full year and Rs nino A croros 
in 1972-73. 

tThero aro a number of 
othor changes that are pro¬ 
posed in the Finance Hill for 
preventing evasion or avoi¬ 
dance of taxes and for ra¬ 
tionalising tho incentives 
available for promoting sav¬ 
ing and investment. A few 
changes are proposed, for 
example, m relation to taxa¬ 
tion of charitable and reli¬ 


gious trusts in the light of 
recommendations made by 
the Wanchoo Committee. 
Voluntary contributions re¬ 
ceived by such institutions 
will qualify for exemption 
from income tax only if 
these are applied to chari¬ 
table or religious purposes or 
are accumulated for such 
purposes in the specified 
mahnor. The other impor¬ 
tant changes relate to audit 
by a Chartered Accountant 
and compulsory registration 
for a trust to qualify for tax 
exemption, extension of the 
definition of relatives for 
judging whether tho incomo 
or property of the trust is 
being used in a manner 
which would constitute dis¬ 
qualification from tax 
exemption and making the 
trust liable to pay wealth 
tax when any part of the 
corpus or income of the 
trust is used for the benefit 
of the author of the trust, 
a substantial contributor to 
the trust or the trustees and 
their relatives, etc. 

Regarding incentives for 
investment and saving, in¬ 
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vestment in industrial pro¬ 
prietory concerns or partner¬ 
ship firms will now be in¬ 
cluded among assets which 
qualify for exemption front - 
wealth Tax upto Rs It 
,lakhs. When one category 
of exempt assets is changed 
to another category of such 
assets, the requirement of 
minimum holding for a peri¬ 
od of six months will be 
reckoned with reference 
to the period of holding 
of both the assets. This 
would remove tho difficulty 
that has been experienced 
by many recipients of accu¬ 
mulated provident fund con¬ 
tributions. Contributions 
made towards tho unil- 
linkod-insurance plan of the 
Unit Trust of India will 
qualify for deduction in 
computing the taxablo in¬ 
come of an individual in 
the samo manner as life 
insurance premia and contri¬ 
butions to provident funds. 

Tho income of approved 
gratuity funds will be exem¬ 
pted from Income Tax pros¬ 
pectively from the assess¬ 
ment year 1973-74. The 
amount of gratuity that will 
be exempt from income tax 
in the case of employees 
other than government em¬ 
ployees and employees of 
local authorities will be 
subject to a uniform ceil¬ 
ing of half a months sal¬ 
ary for each year of com¬ 
pleted service cr 13 
months salary or Rs 24,000 
—whichever is the least. 

1 have come to the conclu¬ 
sion that the small but 
select class of income-tax 
payers in the country do- 
serves some special recog¬ 
nition from the government. 
Accordingly, I propose soon 
to award to each assessoo 
a distinct and permanent 
account numbor of his own. 

I am afraid, there is no 
mark of distinction which 
does not lead to easy detec¬ 
tion; and I cannot holp it if 
individual account numbers 
make it difficult to avoid 
taxes. 

Finallv, I come to the de¬ 
mand which has been made 
by industry that while the 
development rebate may be 


withdrawn, government 
should introduce some other 
fiscal concessions and an¬ 
nounce them in advance so 
gs to impart a continuing 
momentum to industrial 
growth in the country. Go¬ 
vernment is not averse to 
the grant of fiscal conces¬ 
sions. It is, however, felt 
that fiscal concessions for 
promoting industrialisation 
should not be general or 
across-the-board in charac¬ 
ter but should relate speci¬ 
fically to our social and eco¬ 
nomic objectives. Again, as 
far as possible, it would be 
desirable to provide in¬ 
centives which encourage 
the use of those resources, 
such as labour, which are 
in abundant supply rather 
than of resources, such as 
capital, which will continue 
to bo scarce for a long time 
to come. The Wanchoo 
Committee has made a 
number of recommenda¬ 
tions with different objec¬ 
tives in view. After exa¬ 
mining all these suggestions 
carefully, we propose to 
come up with specific provi¬ 
sions in the Taxation 
Amendment Bill which is 
proposed to bo introduced 
primarily to promote in¬ 
dustrialisation in the back¬ 
ward regions of the country. 

The total yield of all the 
changes in direct taxation 
will be Rs 24 crores in a 
full year and Rs 16 crores 
in 1972-73 of which the 
share of the centre would be 
approximately Rs 14 crores. 
I could also have taken 
credit for improvement in 
tax-collections as a result 
of the many changes de¬ 
signed to reduce tax evasion. 
But ljiave decided not to 
credit myself with any^such 
gains in advance. 

Sir, may I now turn to 
what are perhaps euphe¬ 
mistically called indirect 
taxes? 

I have only one main 
proposal in regard to cus¬ 
toms duties. It will be re¬ 
called that in Deeember last, 
we had imposed a regula¬ 
tory duty at the rate of 2.5 
per cent ad valorem on 
most imported products 
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Soviet export and import organisation TYAZHPROMEXPORT undertakes to carry out all jobs involved in the construction 
of complete industrial enterprises for ferrous metallurgy and mining industry. 


Y/O XV AZHPHOMEXPORT 

• -designs installations and production facilities, including the collection of initial data; 

—exports complete sets of equipment to countries with most diverse climatic conditions; 

—supervises construction and erection jobs and the assembly and installation of the delivered muchinciy and equipment: 

• -takes part in the commissioning of enterprises and plants; 

—builds enterprises on a package-deal principle; 

—carries on vocational training of local personnel both in the USSR and on the spot.. 

The projects on behalf of V/O TYAZHPROMEXPORT are evolved on the basis of latest achievements in science and en¬ 
gineering by specialized institutions in the USSR that have a vast experience in designing enterprises for ferrous metallurgy and 
mining industry. 

V/O TYAZHPROMEXPORT delivers machinery and equipment of advanced design in full conformity with today's 
production requirements, the equipment that has been thoroughly tested in operation enterprises both in the USSR and a 
number of countries with different conditions. 

The supervision of construction and erect ion jobs as well as the assembly of equipment, commissioning of projects and train¬ 
ing of local personnel arc carried out by experts with practical experience of long standing. 

Vocational training of local personnel is conducted in the USSR at enterprises employing technologies similar to those in pro¬ 
jects under construction, so the students can acquire all relevant practical skills. 

All enquiries pertaining to rendering technical assistance in surveying research and construction jobs and training local 
personnel for metallurgical and mining enterprises should be addressed to: 

V/O TYAZHPROMEXPORT, 

18/1 Ovchinnikovskay? Nab., Or to: Counsellor for Economic Affair*. 

Moscow Zh-324. USSR. USSR Embassy m India, 

Cables: Tyazhpromcxport Moscow Nyaya Mar**, Chanakyapuri, 

Telex: 531 New Delhi. 

Telephones: 220-16-10; 220-15-89 Tel: 77004 
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visit GU JAR ATT 

Famous for its cultural and archaeological heriM|§..... 


CULTURAL 

* Somnath Temple (Veraval) 

* Sun Temple (Modbera) 

* Shaking Minarets and Carved 
stone Jali (Ahmedabad) 

* Jain Temples (Palitana) 

* Rodhramal (Siddhpur) 

* The King of Forest, the Gir Lion (Junagadh) 


ARCHAEOLOGICAL 

* Pre-historic excavations at Lothal 

industrial 

* Oil Fields at Cambay 

* Gujarat Refinery and 

* Fertilizer Factory (Baroda) 

* Amul Dairy (Anand) 


FOR DETAILED INFORMATION, PLEASE CONTACT - 


1. The Director of Information, 
Government of Gujarat, Sachivalaya, 
Block No. 8, Gandhinagar. 

Tele: 439 and 437 


2. Gujarat Infoimatkm Centre, 
6-Emporia Building, 

Irwin Road, New Delhi. 

Tele: 46248 


3. Gujarat Government Tourist 
Office, Dh&nraj Mahal, 
Apollo Bunder, Bombay. 

Tele: 257039 
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The manufacturers of 


OUTSTANDING 
IN 

EXPORTS 
TOO! 



SANKAR CEMENT 


have won the Govt, of India's 
Certificate of Merit for meritorious 
performance In Exports during 1968-99 
Made for qualitys durability and 
granitic strength, SANKAR CEMENT 
continues to strengthen India's 
foreign exchange reserves, tool 

•mraatesd by hadmark 


INDIA CEMENTS LTD. 

Dhun Building, Madras-2 

Over 9S years’ tUMHsf ••• 

•v«f* •xputdtatl 


“Ivorast Building*". Sth floor, 

4tC, Chowrlnghoo AmE. Calcutta* 16 

*’Kasturl Buildings'* 

171*172. J»mshod|l Tin Road, BombayOO 
Kt, South Cxtontlon Part I, Now Dalh«*4S 


For FREE TECHNICAL ADVICE. CONTACT: 

CEMENT SERVICE BUREAU. 'THE GROVE*.' MAORAS.18 
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a higher duty »( 10 per 
nt on a'few so looted items. 
The need to exorcifle a gene* 
al restraint on ’ imports 
omatns as greatas ever. 

It is also necessary in 
imposing regulatory duties 
to ensure that the simpli¬ 
fication of the import tatif 
which was introduced 
last year is not unduly 
disturbed. Accordingly, I 
propose to apply the 10 per 
cent ad valorem rate to all 
items which pay a duly of 
100 per cent or more a* well 
as to the few selected items 
which were included in the 
10 par cent list last Decem¬ 
ber. A new rate of five 
par cept ad valorem will 
apply to all items on which 
a duty of 60 par cent or 
more but less than 100 par 
cont is payable. The re¬ 
maining items will continue 
to bear the regulatory duty 
of 2.5 psr cent. However, 
those items which were 
totally exempted lest De¬ 
cember will continue to re¬ 
main so. These changes will 
result in an additional reve¬ 
nue of Rs 8.61 crores in a 
full year. 

1 also propose to conti¬ 
nue the provisions which 
enable us to levy a regula¬ 
tory duty of customs. How¬ 
ever, in kosping with the 
provisions relating to regu¬ 
latory duty of excise, power 
is being taken tc levy regu¬ 
latory duty of customs also 
upto a rate of IS par cent 
of the valua of the imports. 

Coming now to excise 
duties, I propose to mako 
no addition to the list of 
commodities which can be 
subject to such duties. But 
Honourable Members would 
appreciate that even with¬ 
out exploring fresh fields 
or pastures new, it is possible 
to increase the yield by more 
intensive cultivation; and 
this is a responsibility which 
I cannot escapa. 

Pursuant to the decision 
to continue the scheme of 
levying additional excise 
duties in lieu of sales-tax on 
sugar, textiles and tobacco 
we are committed to raise 
the overall incidence of these 
additional excise duties to 


10.8 per cent of the value 
of clearances by the end of 
the fourth Plan period. 

To this end, 1 propose to 
transfer to the states the 
entire proceeds of the rogu- 
latory duty of 1.5 per cent 
of the effective basic duty 
on unmanufactured tobacco 
which was levied last De¬ 
cember by converting it into 
an additional excise duty 
which is itself bring rounded 
upwards on different varie¬ 
ties. As a result, the states 
will gain to the extent of 
Rs 11.56 crores by way of 
additional duties whorohs 
the centre will lose Rs 9.70 
crores by way of regulatory 
duty. At the same time, the 
basic and special duties on 
different varieties of un¬ 
manufactured tobacco are 
being merged in keeping 
with a general scheme to 
which I would soon refer. 
In the process. I have also 
taken the opportunity of 
rounding upwards the ratos 
on different varieties to make 
up, in part, for the loss of 
revenues to the centre. The 
yield of the combined duty, 
exclusive of the additional 
duties for the states, will go 
up by Rs 9.31 crores. 

In the case of cigarettes, 
a similar rationalisation and 
rounding off would result 
in a gain of Rs 7.63 crores 
to the. state governments by 
way of additional excise 
duties and a loss of rovenue 
of Rs 4.64 crores under 
other duties which would 
new be combined and shared 
with the states. 

In the fiold of textiles, 
I propose to raise additional 
revenue for the states fi om 
art silk fabrics. At present,, 
taking all the duties into 
account and depending on 
the price per square metre, 
there are four different ratos 
that apply to art silk fabrics, 
namely, three percent, 5.7 
per cent, eight psr cent and 
10 per cont. I propose to re¬ 
duce the 5.7 per cent rate 
to five par cent and increase 
the rate of 10 per cent which 
applies to fabrics worth 
more than Rs five par square 
metre to 1.5 par cent. Of the 
additional revenue of Rs 


8.59 crores, the share of the 
states by way of additional 
duties will be Rs 5.80 crores 
and the rest will accrue to 
the shareable pool between 
the centre and the states. 

In short, the rovenue by 
way of additional excise du¬ 
ties will increase by Rs 25 
crores and this entire in- 
creare will go to the states. 
Honourable Members would 
note that I have left sugar 
entirely untouched in this 
exercise. 

The fifth finance Com¬ 
mission had recommended 
that from 1972-73, the spe¬ 
cial excise duties which 
have been levied in the past 
exclusively for the benefit 
of the centre should also be 
included in the divisible 
pool. In keeping with this 
principle, I have decided 
to merge the special excise 
duties with basic excise du¬ 
ties and to round off the 
combned rates so as to 
introduce a certain measure 
of simplicity in the rate 
structure. As a result, with 


just half a dozen exceptions, 
all the ad vakrem rates of 
excise duties will fall under 
six different slabs, namely, 
1.0 par cent, 15 per cont, 20 
per cent, 25 per cent, 30 
per cent and 50 per cent. 
To mention a few examples, 
in the caso of cement, tho 
basic duty of 20 per cent 
and the special duty of four 
per cent will now be re¬ 
placed by a combined duty 
of 25 per cont. Similarly, 
items which carry a basic 
duty of 15 per cent and a 
special duty of three per 
cent will now have a rate of 
2C per cont applied to them. 

There are only four items 
viz., latext foam, sponge, 
polyurethane foam, and 
articles made from that 
foam, and tyres for motor 
vehicles whore there is a 
basic duty of 40 per cent 
and a special duty of eight 
per cent. The new combin¬ 
ed rate for these items will 
be 50 per cent. In case 
Honourable Members feel 
that the laws of rounding 
off always favour the ex- 


SUNDARAM TEXTILES LTD. 
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SRI T. S. KRISHNA 

Chairman 

SRI C. S. RAMACHARY 

Managing Director 

Registered Office : 
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chequer, 1 hasten to inform 
them that in the cose of cof¬ 
fee, the aggregate rate which 
works out to Rs 102 per 
quintal would be rounded 
downwards to Rs 100 per 
quintal. In the case of vege¬ 
table non-essential oils, also 
the rate is being reduced 
from Rs 110.25 per metric 
tonne to Rs 100 per metric 
tonne. 

In the case of wireless 
receiving sets, the present- 
system of taxing certain 
component parts, i.e., tran¬ 
sistor and diodes, has give 
an impetus to large-scale 
smuggling, 1 propose, 
'therefore to remove the 
duty on such parts and re¬ 
place it by suitable changes 
in the duty on wireless re¬ 
ceiving sets in such a way 
that the incidence of duty 
will increase with the price 
of the set. The present exem¬ 
ption from duty for sets of 
a value not exceeding Rs 
165 and manufactured by 
the small-scale sector is be¬ 
ing continued. 

The combined result of 
the rationalisation measures 
would be a gain in revenue 
of Rs 10.70 crores. 

There are a few items 
where the opportunity of 
merging the special duty 
with basic duty is also be¬ 
ing taken to raise additional 
revenue. In the case of 
paints and varnishes, the 
additional revenue will be 
Rs two crores and in the 
case of paper, it will be Rs 
five crores. The higher rates 
of duty on paper, however, 
will apply only to the more 
expensi vevarieties of paper 
and board. Printing and 
writing paper used for exer¬ 
cise note-books and text 
books will not be affected. 
Newsprint would also con¬ 
tinue to be exempt from 
duty and there would be no 
change either in the case of 
mill-board and straw- 
board where the smaller 
manufacturer is involved 

Similar increases are be¬ 
ing made in the case of ra¬ 
yon and synthetic fibres and 
yam. The more expensive 
varieties of artificial synthe¬ 


tic fibres and yarn 
such as. polyester fibre 
and yam will bear higher 
duties. However, rayon 
filament yarn which is a 
comparatively cheap item 
will remain unaffected. The 
additional revenue from 
these changes is expected 
to be Rs 6.50 crores. 

I now come to a few ma¬ 
jor proposals whch are in¬ 
tended to raise revenue for 
the centre in a manner which 
serves at the same time 
some of our larger social 
or economic objectives. It 
will be recalled that last 
December a regulatory duty 
at 50 per cent of the effec¬ 
tive basic excise duty was 
imposed on steel ingots, iron 
and steel products and tin 
plates so as to bridge the 
substantial gap between the 
prices of imported and 
indigenous steel. Even after 
these changes, a consider¬ 
able gap remains between 
imported steel and indigen¬ 
ous steel prices. It is neces¬ 
sary to economise on the use 
of steel in the country by 
charging for it a price which, 
bears a reasonable relation¬ 
ship with international prices 
The basic duty on steel 
products, therefore, is being 
raised by about 30 per cent 
and the regulatory duty of 
50 per cent will apply to 
these higher basic rates. 
The total additional reve¬ 
nue from steel products is 
expected to be Rs 36.20 
crores of which Rs 11.80 
crores would be by way re¬ 
gulatory duties. 

For similar reasons, the 
regulatory duty of 25 per 
cent on aluminium and its 
products is being raised to 
33 1/3 per cent of the basic 
duty. This measure will 
yield Rs 4.18 rrores. 

Honourable Members are 
also aware of our substan¬ 
tial dependence on imports 
in regard to petroleum 
products. The duty on 
motor spirit has been raised 
substantially in the recent 
past and this has had the 
salutory effect of curbing 
the growth of demand. As 
a token of appreciation, I 
propose, therefore, to leave 


the motoring community 
untouched this year. I am 
afraid, I have, however, to 
make up for the omission 
last year in the case of kero* 
sene where our reliance on 
imports is even greater. In 
addition, the comparatively 
low rate of duty on kerosene 
encourages its adulteration 
with other products, parti¬ 
cularly with high speed die¬ 
sel oil. I am well aware that 
kerosene is an item of com¬ 
mon consumption both in 
the rural and the urban 
areas. But in view of the 
circumstances 1 have men¬ 
tioned, some additional tax¬ 
ation of kerosene could not 
be avoided. I propose there¬ 
fore, to increase the duty 
on kerosene by Rs 59.75 
per kilo litre or roughly by 
about six paise per litre. 
This will result in an addi¬ 
tional revenue of Rs 29.80 
crores in a full year. 

In the budget last May, 
we had introduced a duty 
on compounded lubricating 
oils and greases. Lubricat¬ 
ing oils are also manu¬ 
factured and marketed to 
some extent by a mere 
blending of two oils without 
any added ingredient. There 
is nc. reason why these 
marketable oils should not 
be made liable to duty. I 
propose, therefore, to 
amend suitably the definit¬ 
ion of the existing tariff 
item which will yield an 
additional revenue of Rs 
five crores. The duties on 
asphalt and bitumen as also 
on petroleum waxes are 
also being suitably revised 
to yield an additional reve¬ 
nue of Rs 3.30 crores. 

It has often been said 
that the agricultural sector 
which has been witnessing 
significant growth in income 
over mcent years should 
also make an appropriate 
contribution to the over¬ 
all needs of the country. 
We have appointed a Com¬ 
mittee under the Chairman¬ 
ship of Professor K. N. Raj 
to examine the whole ques¬ 
tion of taxation of agri- 
. culrural incomes and wealth. 
Steps have also been taken 
to raise additional revenue 
from this sector by levying 
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a duty on tractors and on 
fertilizers. 1 propose now 
to raise.the duty on fertilizers 
frem 10 per cent to 15 per 
Sent. This will result in 
additional. revenue of Rs j 
12.50 crores. Duty at the j 
rate of 10 per .cent will also ] 
now be levied on power- ? 
driven pumps which are i 
designed primarily for hand-, 
ling water. This measure is. 
expected to yield a revenue: 
of Rs two crores. 

There are a few other 
minor items such as synthe¬ 
tic organic dyestuffs and 
optical bleaching agents 
where the rate of duty is 
being changed from 15 per 
cent with an additional 
yield of Rs 2.63 crores. The 
duty on aerated waters with 
blended concentrates is 
being increased from 10 
per cent to 20 per cent with 
an additional yield of Rs 
1.65 crores. Pistons will 
now be added to the list of 
motor vehicle parts for 
the purposes of duty. The 
revenue yield from this 
would be Rs 50 lakhs. 

The merger of special 
duty with basic duty results 
in a rate of Rs 605 per metric 
tonne on hessian and of Rs 
385 per metric tonne in the 
case of other jute products 
which relate mainly to sack¬ 
ing. 1 propose to round off 
these rates to Rs 600 and 
Rs 400 per metric tonne 
respectively. The regulatory 
duty will remain unchanged 
at 50 per cent. The net 
gain to the exchequer would 
be Rs 1.76 crores of which 
Rs 1.20 crores would be 
by way of regulatory duties. 

Throughout ages, our 
spinners and weavers have 
produced an infinite and 
ever-changing variety of 
colour texture and design 
to beguile our fancy; and 
the Central Board of Excise 
and Customs has had a diffi¬ 
cult task in evolving a tex¬ 
tile tariff which can keep 
pace with all the subtle 
nuances of our textile pro¬ 
ducts. I propose to make 
one more effort and intto* 
duce an extensive rationa¬ 
lisation- of the textile tariff 
which has been worked out 
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Working Together 



ITC acknowledge the vital and enlightened 
role played by their Employees and Unions. It is 
with them that ITC wish to share the credit 
for winning the 1971 Award of the Federation 
of Indian Chambers of Commerce and Industry for 
outstanding contribution to Industrial Relations. 
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From Gedore 

to 40 markets abroad 


Handtools of 
unmatched quality 
and range 

GiDORi art tow the largest 
exporters of engineering goods 
in North Indio 

With an increase of Rs. 63 lekhs 
in exports in1970-71. Godore 
now esrns over Rs.VSOcrores in 
foreign exchange And with the 
addition of ten new foreign 
markets. Gedore handtools now 
reach 40 countries abroad. 


COEPORE) 

HANDTOOLS 

Unmatched in Quality. 
Unmatched in Rangel 

6ED0RE TOOLS (INDIA) PRIVATE UMITEO 
15 V Golf links. New Oelhi-3 



Selling Agents tor Northern Indie; 
JHALANI BROTHERS 
P. 0. Box 640 New Oelhi 
Also at Kanpui b Jullendur Chy. 


What makes 
Kirleskar Single Phase 
Flame Proof Motors 
the best insurance 
against flret 

If yours is an industry dealing 
with petroleum, chemicals or 
explosive gases, there tre two 
ways of dealing with the fne 
haiardi. One is to get the most 
comprehensive fire insurance 
to compensate you after the event. 

The other is to ensure, with 
Kirloskar Flame Proof Motors, 
that liras never occur. 



International Spodffcatiene 
Manufactured to NEMA (US) Standards, 
and approved by CMRS (Dhaebed). CIE end 
Fire Insurance Peel Association, the eietort 
are rigidly constructed with a stool shell, 
CI*covers and with the capacitor housed 
inside the cover, to eliminate any possibility 
of tperkt causing accidental explosions. 
Basidos the perfect suitability of design and i 
guaranteed performance, that only Kirloskar 
can ensure, with their two docados of 
experience of Indian Conditions. 

So what's your problem? Inflammable 
gases? Combustible chemicals? Explosivs 
potrolaum? Nothing to get burned up about* 
if you use Kirloskar Flams Proof Motors, 
tha only Single Phase Flame Proof Motors 
manufactured in India. 


• : 0.1*. 0J», 0.33 kW continuous rated, 0.3S kW half-hour rated. 

D Early Delivery. 
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after a great deal pf detail¬ 
ed examination. Honour¬ 
able Members would, I 
am sure, be happy to note 
that the overall . revenue 
effect of this rationalisat¬ 
ion, at any rate, would 
be insignificant. 

Finally, I would like to 
round off by a few conces¬ 
sions in excise duties. Xa the 
case of some items, duty¬ 
free clearance upto a value 
of Rs 90,000 is allowed sub* 
ject to the proviso that the 
total clearances from the 
unit do not exceed Rs two 
lakhs in a year. In some 
other cases clearances upto 
a value of Rs one lakh are 
exempted. I propose now 
to raise the exemption limit 
in all cases where the lower 
limit of Rs 30,000 is allowed 
today to Rs one lakh sub¬ 
ject to the upper ceiling re¬ 
maining unchanged at Rs 
two lakhs. This measure 
which is intended to help 
the smaller units will cost 
the exchequer Rs 1.40 
crores in a full year. 

Same concessions were 
introduced in the last bud¬ 
get to encourage the use 
of minor oils in the manu¬ 
facture of soap. In view of 
the urgent need to reduce 
our dependence on imports 
in regard to vegetable oils 
in general, I propose to 
increase the incentive by 
reducing the minimum per¬ 
centage of use of minor 
oils from five per cent to 
three per cent and by intro¬ 
ducing a rate of rebate of 
Rs 4.S0 per metric tonne on 
the duty leviable on soap 
as long as the reduced 
minimum use of minor oils 
obtains. This rebate will 
increase progressively by 
Rs 1.S0 per tonne 
for every additional per¬ 
centage point increase in 
the utilisation of these oils 
A similar concession in 
relation to rice bran oil used 
in the manufacture of soap 
at the rate of Rs 1.50 per 
tonne for every additional 
percentage point of use of 
rice bran oil beyond a mini¬ 
mum level of 15 per cent will 
also be given. 

To encourage the use of 


rice bran oil in the manu¬ 
facture of vanaspati, the 
minimum percentage use 
of seven per cent which 
was prescribed last year is 
being reduced to one. per 
cent without any change 
in the rate of rebate which 
would remain Rs 100 per 
metric tonne on the duty 
payable on vanaspati pro¬ 
duced from such oil. Simi¬ 
larly, the incentive for great¬ 
er use of cotton-seed oil 
in the manufacture of vanas¬ 
pati is also being increased 
on a grad'd basis. The 
present general concession 
of Rs 100 per tonno of 
vanaspati ptoduced from 
cotton-seed oil will be with¬ 
drawn and a minimum com¬ 
pulsory usage of 10 per 
cent prescribed. Beyond 
this percentage, however, 
the rebate would be Rs 
200 per metric tonne upto 
20 per cent of usage, Rs 
250 per metric tonne from 
20 to 30 per cent of usage 
and again Rs 200 per metric 
tonne beyond 30 per cent 
of usage. Theso conces¬ 
sions on oils would cost 
the exchequer about Rs 
60 lakhs. 

Honourable Members 
would be happy to know 
that I have no proposals 
this year in regard to postal 
and telegraph rates. The 
Financo Bill, however pro¬ 
vides for some changes in 
the sales-tax law applicable 
to Delhi to remove coriain 
lacunae which act to the 
detriment of sales tax reve¬ 
nue accruing to the Delhi 
administration. 

Taking all the proposals 
together, the total addi¬ 
tional revenue from excise 
duties would be of the order 
ofRs 145 crores in 1972-73 
of which Rs 97 crores will 
accrue to the centre and 
roughly Rs 48 crores to 
the states. In addition, 
countervailing import duties 
which will apply in respect 
of all changes in excise 
duties other than those re¬ 
lating to iron and steel and 
aluminium are expected to 
yield an additional revenae 
of Rs 13.40 crores.- Other 
changes in customs duties 
will yield, as already men¬ 


tioned, an additional re¬ 
venue of Rs 8.60 crores for 
the centre. The additional 
yield from direct taxes for 
1972-73 would be Rs 14 
crores for the centre and 
Rs two croros for the states. 
AU in all, the additional 
revenue at the centre next 
year will be of the order of 
Rs 133 crores and for 
the states Rs 50 crores. 
The initial deficit of Rs 375 
crores will thus stand re¬ 
duced to Rs 242 crores 
which I think is a reasonably 
safe level. 

Sir, in conclusion, may 
I express the hope that the 
budget proposals I have just 
presented will be judged in 
their entirety and against 
the background of the for¬ 
midable challenge we conti¬ 
nue to face as a nation. The 
level of investment in the 
economy needs to be raised 
substantially at the present 
juncture. This is necessary 
not only in the interest of 
growth, particularly indus¬ 
trial growth, but also for 
making a tangible impres¬ 
sion on the well-being of 
the most disadvantaged 
sections of society. We 
have also to assist Bangla¬ 
desh in her immediate task 
of restoring a measure of 


stability and viability to the 
economy. Nor con we let 
down our guard in regard 
to the security and inte¬ 
grity of the nation. At the 
same time, deficit financing 
must be kept within reason¬ 
able proportions. 


Fortunately, the bulk of 
the unavoidable and indeed 
necessary increase in outlay 
next year will be financed by 
the normal growth in re¬ 
venues. If I have not been 
able to avoid additional 
taxation altogether, I hope 
Honourable Members would 
remember that I have 
not been unduly cautious 
either in providing a stimu¬ 
lus to grewth and social 
welfare by a substsatial 
increase in Plan outlay. 
Some of my tax proposals 
will also serve other object¬ 
ives such as self-reliance. 

It is in this sense that I spoke 
at the outset of quickening 
the mutually rciinforcing , 
Drocess of growth, social 
justice, self-reliance, invest¬ 
ment and resource mobi¬ 
lisation. I can only hope 
that taken in their entirety, 
the budget proposals will 
take the economy one stage 
forward in its march towards 
our cherished goals. 
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Budget at a Glance 

REVENUE BUDGET 


Revenue Receipts 


(In crores of rupees) 
Revenue Disbursements 



1971-72 

1971-72 

1972-73 


Budget 

Revised 

Budget 

Tax: Revenues 

3,608 

3,846 

4,228 

(+)I83* 

Less—States' Share of 




Tax Revenues 

890 

945 

1,005 

(+)»* 

Net—Centre's Tax Re¬ 




venues 

2,718 

2,9f 1 

3,223 

(+)133* 

Non-Tax Revenues 

1,009 

1,180 

1,120 

Total Centre's Revenues 

3,727 

4,081 

4,343 
(—)133* 


Capital Receipts 


Market Loans (Net) 

External Aid (Other than 

168 

294 

215 

PL 480) 

324 

367 

363 

PL 480 Aid 

113 

80 

(-)! 

Loan Repayments 

930 

1.294 

1,029 

Other Receipts 

488 

552 

489 

Total -Capital Receipts 

2,023 

2,587 

2,095 

♦Effect ol*budget proposals. 






1971-72 

Budget 

1971-72 

Revised 

1972-73 

Budget 

Civil Expenditure 

1,725 

1,900 

2,026 

Defence Expenditure 

1,079 

1,248 

1,218 

Grarts-in-aidto State & 
Onion Territory Go- 
vemments 

783 

959 

880 

Total Revenue Expendi¬ 
ture 

3,587 

4,107 

4,124 

Revenue: Surplus(-j-) 

+140 

—26 

+219 

Deficit(—) 



<+)133 

BUDGET 

Capital Disbursements 


Civil Expenditure 

491 

755 

420 

Posts & Telegraphs 

38 

24 

53 

Railways 

151 

152 

159 

Defence 

163 

163 

190 

Loans and Advances 

1,553 

1,852 

1,867 

Total—Capital Disburse¬ 
ments 

2,396 

2,946 

2,689 

Deficit on Capital Account (—)373 

(—)359 

( -)594 

Overall Deficit 

(->233 

(~ )385 

(~)375 




(+)133 


PERKINS 

PB-354W 

All YUTVE EVER WANTED 
N A VEHICULAR ENBNE 


Power that remains unfailing 
throughout. Power that keeps 
the vehicle going all the time, 
very economically. 


Internationally reputed for 
reliability, Perkins Diesel 
never lets you down. 


Head Office: 

202/203, Mount Road, Madras-2 

Brtnehts: 

Bangalore, Ootacamund, Tiruchirapalli, 
Secunderabad. 




Perkins has all that you have 
wanted In an engine for. a 
transport vehicle 
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Tax Revenues 


(In crorcs of rupees) 


Non-Tax Revenues 



1971-72 

1971-72 

1972-73 


Budget 

Revised 

Budget 

Customs 

534.00 

652.00 

700.00 




(-1)22.00 

Union Excise Duties 

2071.56 

2103.04 

2330.00 




(+)144.75* 

Corporation Tax 

411.00 

442.00 

480.00 




(-1)13.50* 

Income Tax 

491.00 

543.00 

580.00 




(-1)3.00* 

Estate Duty 

7.00 

8.(0 

8.00 

Taxes on Wealth 

30.00 

30.00 

43.00 

Gift Tax 

2.00 

2.50 

2.50 

Other Heads 

61.30 

65.67 

85.00 




4228.50 

Gross Tax Revenue 

.3607.86 

3846.21 (+)183.25* 

Less—States share of 



1005.21 

Taxes and Duties 

890.44 

945.14 

(-1)50.14* 

Income Tax 

420.77 

462.21 

460.11 




(+)2.41* 

Estate Duty 

6.70 

7.64 

7.66 




537.44 

Union Excise Duties 

462.97 

475.29 

(-1)47.73 




3223 29 

Net Tax Revenue 

2717.42 

2901.07 

(-1)133.11 

♦Effect of budget proposals. 



DETAILS OF DISBURSEMENTS 

ON REVENUE ' 

ACCOUNT 





(In crorcs of rupees) 


1971-72 

1971-72 

1972-73 


Budget 

Revised 

Budget 

1. Civil Expenditure 

1724.42 

1900.10 

2025.81 

Collection of Taxes and 




Duties 

50.88 

52.99 

57.79 

Debt Services 

648.39 

683.69 

730.01 

Administrative Services 

236.61 

255.21 

267.56 

Social and Developmental 




Services 

376.40 

359.94 

433.21 

Multipurpose River 




Schemes, etc. 

20.43 

22.38 

16.79 

Public Works, etc. 

42.71 

41.56 

40.18 

Transport and Commu- 



* 

mentions 

22.62 

24.68 

25.94 

Currency and Mint 

28.35 

27.13 

22.03 

Miscellaneous 

277.97 

407.18 

. 405.03 

Contributions and Mis- 




cellaneous Adjustments 

13.45 

16.75 

16.67 

Extraordinary items 

6.61 

8.59 

10.60 

2. Defence Expenditure 




(Net) 

1079.23 

1248.39 

1218.59 

3. Grants-ht-aid to State 




and Union Territory 




Governments 

783.20 

958.76 

. 879.87 

Total 

3586.85 

4107.25 

4124.27 



(In 

crores 

of rupees) 

* 

1971-72 

1971-72 

1972-73 


Budget 

Revised 

Budget 

Interest Receipts 

661.78 

671.74 

686.67 

Administrative Services 

10.40 

12.21 

12.00 

Social and Developmental 
Services 

40.14 

51.93 

51.68 

Multipurpose River Sche¬ 
mes etc. 

16.02 

9.84 

16.73 

Public Works etc. 

7.54 

7.65 

7.83 

Transport and Commu¬ 
nications 

16.58 

17.97 

15.94 

Currency and Mint 

124.23 

126.38 

145.3C 

Miscellaneous 

70.99 

213.17 

122.92 

Contributions and Mis¬ 
cellaneous Adjustments 

50.13 

49.97 

50.01 

Extraordinary Items 

11.70 

18.78 

11.15 

Total Non-Tax Revenues 

1009.51 

1179.64 

1120.22 


HERE, THERE 
AND 

EVERYWHERE 
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CAPITAL MIDGET: RECIEPTS AND DISBURSEMENTS 


Capital Receipts 

(in crons of rupees) 



1971-72 

Budget 

1971-72 

Revised 

1972-73 

Budget 

1. Market Loans 

167.90 

293.67 

214.78 

Gross Borrowings 

500.00 

626.87* 

515.00 

Less Repayments 

332.10 

333.20 

300.22 

2. External AM (other 

than PL 480) 

323.77 

367.24 

362.76 

Gross Borrowings 

540.00 

564.24 

614.73 

Less Repayments 

216.23 

197.00 

251.97 

3. PL 480 AM 

113.33 

80.08 

—1.34 

Dollar Credit 

114.37 

89.70 

11.00 

Rupee Loans 

L2.00 

12.50 

_ 

'PL 480 Deposits (Net) 

—13.04 

—22.12 

—12.34 

4 Repayment of Loans 

and Advances 

930.00 

1294.00 

1029.00 

State and Union Terri- 

tory Governments 

660.00 

850.00 

760.00 

Others 

270.00 

444.00 

269.00 

4. Small Savings 

180.40 

210.35 

230.35 

6. Provident Funds 

88.45 

94.24 

99.10 

7. Other Receipts 

219.69 

247.31 

159.83 

Total—Capital Receipts 

2023.54 

2586.89 

2094.48 


l 

‘Excludes Rs 100 croies of ad hoc treasury bills con¬ 
verted into dated securities. 


Disbursement on Capital Account 


(In crores of rupees) 



1971-72 

Budget 

1971-72 

Revised 

1972-73 

Budget 

1. Civil Expenditure 
Social and Develop- 

490.92 

754.89 

420.17 

mental Services 
Multi-pui pose River 

305.97 

531.61 

309.26 

Schemes, etc. 

58.20 

58.49 

70.78 

Public Works 
Transport and Com- 

1.00.46 

97.04 

125.39 

unications 

30.67 

17.74 

19.77 

Currency and Mint 

9.05 

8.60 

20.66 

Miscellaneous 

(—) 13.43 

41.41* (- 

-)125.69t 

2. Posts and Telegraphs 

38.60 

24.15 

53.00 

3. Railways 

151.00 

152.17 

158.70 

4. Defence 

162.43 

162.58 

189.77 

5. Loans and Advances 
State and Union Terri¬ 

1552.94 

1851.76 

1866.78 

tory Governments 
Government Compa¬ 

966.31 

1214.26 

1097.59 

nies and Corporations 

382.59 

386.60 

480.84 

Others 

204.04 

250.90 

288.35 

Total 

2395.89 

1 i 

2945.55 

2688.42 


-—»»—■ ■■ 

♦Includes transfor of Rs 70 crores to the Contingency 


* Ui(U. 

tlncludes transfer of Rs 70 crores from tho Contingency 


WHATEVER THE EXIGENCIES 
GRAINMAN MEETS THE CHALLENGE 


War emergency, cyclone, famine, drought, floods—whatever the exigency, Food 
of India la ready to meet the challenge. 


Corporation 


Besides procuring millions of tonnes of a vast variety of foodgralns, Food Corporation 
ensures massive movement, distribution and building up of buffer stocks. ptn 


Food Corporation not only handles foodgralns, Its efforts 
improving the level of nutrition in the average daily diet. 


are also directed towards 


Through multi-directional activities It strives to ensure a square deal to the farmer and 
adequate supply of good quality foodgrains to the consumer/ farmer and 


Food Corporation pledges to serve the nation and create confidence on the national food front. 



FOOD CORPORATION 


OF INDIA 

—for public good 
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LESOURCES TRANSFERRED TO STATE AND UNION 1972-73 PLAN OUTLAY COMPARED TO 

TERRITORY GOVERNMENTS 1971-72 OUTLAY 


(In crates of rupees) 


k ——. . 1 ■ -■■- 

1971-72 

Budget 

1971-72 

Revised 

1972-73 

Budget 

L State Governments 

Share of Taxes and Du¬ 
ties 

890 

945 

1055 

Income Tax 

421 

462 

462 

Union Excise Duties 

463 

475 

585 

| Estate Duty 

6 

8 

8 

Non-Plan Assistance 

799 

1219* 

846 

Grants 

371 

544 

282 

Loans 

428 

765 

564 

Assistance for State Plan 
Schemes 

720 

726 

720 

Grants 

228 

234 

232 

Loans 

492 

492 

488 

i Assistance for Central 
j and Centrally spon¬ 
sored Plan Schemes 

173 

178 

397 

Grants 

142 

145 

358 

Loans 

31 

33 

39 

Less Repayment of 
Loans and Advances 

—655 

—843 

—758 

Net resources trans¬ 
ferred to state govern¬ 
ments 

1927 

2225 

2260 

i. Union Territory Go¬ 
vernments 

Non-Plan Assistance 

43 

42 

12 

Grants 

39 

36 

10 

Loans 

4 

6 

2 

Assistance for Union 
Territory Plan Schemes 

24 

17 

14 

Grants 

8 

5 

5 

Loans 

16 

12 

9 

Grants for Central and 
Centrally sponsored 
Plan Schemes 

2 

1 

2 

Less Repayment of 
Loans and Advances 

—5 

—7 

—2 

Net resources Trans¬ 
ferred to Union Terri¬ 
tory Governments 

64 

53 

26** 

Net resources trans¬ 
ferred to State and 
Union Territory Gov¬ 
ernments 

1991 

2278 

2286 


•Includes grants for relief of refugees from East Bengal. 

Excludes Manipur and Tripura which have become 
ttes. 


(In crorcs of rupees) 



1971-72 

1972-73 

L Central Sector 

1,688 

2,062 

Central Plan met from budget 

From internal resources of public 
sector undertakings including 
PL 480 assistance to Rural Elect¬ 

1,312@ 

1,624 

rification Corporation 

233 

275 

Centrally sponsored schemes 

143 

163 

II. Union Territory Plan 

65 

62 


III. Central assistance for state 


Plan 

720 

720 

Total 

2,473 

_2^844 

Central Sector Outlay by heads ~ 



of development* 



A. Met from central government's 



budget— 

1,455 

1,787 

Agriculture & allied programmes"" ~ 

267 

278 

Irrigation & flood control 

5 

5 

Power 

62 

88 

Industry & minerals 

454 

545 

Transport & communications 

398 

465 

Social services 

251 

385 

Other programmes 

18 

21 


B. Met Irom internal resources and 


other sources 

233 

275‘ 

Power 

28 

38 

Industry & minerals 

97 

109 

Transeprt & communications 

108 

128 

@Takcs into account outlay of Rs 105 crorcs on ccr- 
tain schemes since included in the central Plan. 
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Now give. 

health, strength, happiness with 



infant milk food 


Give your baby the best start in life 
with Protein and Vitamin-rich Parag 
the truly - balanced and instantly 
soluble infant milk food. 


Prepared from fresh milk by the latest 
spray-drying process and subjected to 
the most rigid quality control standards, 
Parag is packed with all the nourish¬ 
ment your baby needs for steady and 
sturdy growth. 


Instantly soluble, Parag ensures an 
uninterrupted flow of m*lk from the 
feeding bottle without any clogging 
of nipples and thus makes feeding 


so easy. 

Complete with proteins, fat and 
carbohydrates and fortified with 
vitamins and minerals, Parag also 
contains the vital VITAMIN 8-12 
essential for the formation of red 
blood cells. 


Marketed by : 

SPENCER & CO. LTD. 



Manufactured by : 

PRAOESHIK CO • OP DAIRY FED. LTD. LUCKNOW 


at their INFANT MILK FOOD FACTORY, MOBAPABAD. 
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Finance Bill 1972 : Proposals Explained 


The TEXT of the official 
memorandum explaining the 
[provisions of the Finance 
Bill, 1972, is given below:— 

Provisions Relating to 
Oirect Taxes 

The provisions in the 
Finance Bill, 1972 in the 
sphere of direct taxes relate 
to the following matters:- 

(i) prescribing the rates 
of (including surcharges) on 
incomes liable to tax for 
the assessment year 1972-73 
the rates at which thx will 
be deductable at source dur¬ 
ing 1972-73 from interest (in¬ 
cluding interest on securi¬ 
ties), dividends, salaries, 
winnings from lotteries 
and crossword puzzles, 
payments made by certain 
categories of persons to 
contractors and by contrac¬ 
tors to sub-contractors, and 
other categories of income 
liable to such deduction 
under the Income-tax Act 
and the rates for comput¬ 
ation of advance tax and 
charging of income-tax 
on current incomes in 
certain cases for the finan¬ 
cial year 1972-73. 

(ii) Amendment of the 
Income-tax Act, 1961 with 
a view to raising additional 
revenuo; widening the area 
of tax incentives for sav¬ 
ings; plugging loopholes 
in the law leading to tax 
avoidance; enabling the 
central government to 
enter into treaties with 
foreign countries for ex- 
hange of information, for 
preventing evasion or 
woidancc of taxes or re- 
:overy thereof and giving 
JfTect to such provisions by 
he issue of a notification; 
find a few other matters. 

(iii) Amendment of the 
health-tax Act, 1957 with 
view to widening the area 
f incentives for investment; 
'reventing misuse of funds 
f charitable or religious 

Vusts for giving benefits 
their authors, relatives 
|tc.; providing relief in 
espset of recognised or 


approved funds set up ex¬ 
clusively for the benefit of 
employees; providing tax 
relief to co-operative so¬ 
cieties; and a few other 
matters. 

(iv) Amendment of the 
Gift-tax Act, 1958 and 
the Companies (profits) 
Surtax Act, 1964 so as to 
bring the provisions of 
these enactments in line 
with the changes propo¬ 
sed in the Income-tax Act. 

(2) The Bill broadly follows 
the principle (adopted since 
1967) that changes in the 
rates of tax as also in other 
provisions of the tax laws 
should ordinarily be made 
operative prospectively in 
relation to current incomes 
and not in relation to 
incomes of the past year. 
The substance of the main 
provisions in the Bill re¬ 
lating to direct taxes is ex¬ 
plained in the following 
paragraphs. 

INCOME-TAX 

I. Rates of Income-tax in 
respect of incomes liable 
to tax for the assessment 
year 1972-73 

3. In rospact o>f the in¬ 
comes of all categories of 
assessoas (other than com¬ 
panies) liable to tax for the 
assessment year 1972-73, the 
rates of income-tax under 
the Bill are the same as laid 
down in Part 111 of the 
First Schedule to the Fin¬ 
ance (No. 2) Act, 1971, for 
purposes of computation of 
advance tax, deduction of 
tax at source from "Sala¬ 
ries” and retirement annui¬ 
ties payable to partners of’ 
registered firms engaged in 
specified professions and 
computation of the tax 
payable in certain special 
cases, during the financial 
year 1971-72. The rates of 
incomes-tax (including sur¬ 
charges on income-tax) for 
the assessment year 1972-73 
in the case of individuals, 
Hindu undivided families, 
firms and other categories 
of non-corporate taxpayers 
have been specified in Para¬ 


graphs A to D of Part I of 
the First Schedule to the 
Bill. 

4. In the case of the Life, 
Insurance Corporation of 
India and other companies 
the basic ratos of income-tax 
on incomes assessable for 
the assessment year 1.972-73 
are the some as those laid 
down in Part HI of the 
First Schedule to the Fin¬ 
ance (No. 2) Act, 1971 for 
the purpose of computation 
of advance tax during the 
financial year 1971-72. The 
income-tax payabl • by 
these entities will, however, 
be increased by a surcharge 
on income-tax calculated at 
the rate cf 2.5 per cent of 
such income-tax. The 
provision for tho levy of 
surcharge on income-tax has 
been made in the context 
of tho levy of surcharge 
at tho rate of 2.5 per cent 
of income-tax payable in 
advance by all companies 
during the financial year 
1971-72 under the Com¬ 
panies (Surcharge on In¬ 
come-tax) Act, 1971 enacted 
in December, 1971. These 
rates have been laid down 
in Paragraphs E and F of 
the Pari 1 of the First Sche¬ 
dule to tho Bill. 

II. Rates for deduction of 
tax at source during the 
financial year 1972-73 from 
income other than “Sala¬ 
ries” and retirement an¬ 
nuities. 

5. The rates for deduction 
of tax at source during the 
financial year 1972-73 from 
incomes other than "Sala¬ 
ries” and retirement annui¬ 
ties payable to partners of 
registered firms engaged in 
specified professions are set 
forth in Part II of the First 
Schedule to the Bill. In 
the context of the provision 
being-made in the Income- 
tax Act for deduction of 
income-tax at source from 
income by way of winnings 
from lotteries and cross¬ 
word puzzles, the Bill lays 
down the rates for deduction 
of income-tax not only from 
interest on securities, other 


categories of interest, divi¬ 
dends and other categories 
of non-salary income of 
non-residents, but also for 
deduction of tax from 
income by way of winnings 
from lotteries and cross¬ 
word puzzles. Under an¬ 
other amendment sought 
to be made in the Income- 
tax Act, income-tax will 
be deductible at source from 
payments made to contrac¬ 
tors and sub-contractors in 
coriain cases. The rates 
for deduction of tax at 
souice prescribed in tho 
Bill in respect of categories 
of income which are already 
liable to such deduction 
differ from the rates speci¬ 
fied in Part II of the First 
Schedule to the Finance (No. 
2) Act 1971 for purposes of 
deduction of tax at source 
from such income during 
the financial year 1971*72 
in certain respects. The 
changes in the rates are ex¬ 
plained in the following 
paragraphs. 

6. Payment in respect of 
lottery and crossword puz¬ 
zle prizes to residents other 
than companies .—In the 
case of income by way 
of winnngs from lotteries 
and crossword puzzles 
payable to resident recipi¬ 
ents other than companies 
during the financial year 
1972-73, tax will be deduc¬ 
tible at tho ra.te of 34.5 
per cent made up of basic 
income-tax of 30 per cent 
and surcharge of 4.5 per 
cent (being 15 per cent of 
the income-ta.x). In view of 
a specific provision being 
made in the new section 
194Bof the Income-tax Act 
proposed to be inserted in 
that Act under clause 28 
of the Bill, income-tax will 
be deductible only where 
the payment exceeds Rs 
1,000. It is also being pro¬ 
vided in tha.t section that 
no dcductu n will be made 
from winnings from lotteries 
and crossword puzzles 
where the payment is made 
before June 1, 1972. 

7. Payments to contrac¬ 
tors and sub- con tractors 



612 


EASTERN ECONOMIST 


April 7,1972 


Income- Surchargt 
tax 


(a) On income by way of dividends 
payable by any domestic com¬ 
pany 

(b) On income by way of royalties 
payable by an Indian concern in 
pursuance of approved agreements 

(c) On income by way of fees pay- 
able by Indian concerns for ren¬ 
dering technical services under 
approved agreements 

(d) On income by way of interest 
payable on tax-free securities 

(e) On any other income 


% 


% 


24.5 

1.225 

50 

2.5 

50 

2.5 

44 

2.2 

70 

3.5 


resident in India .—Under 
the new section 194C pro¬ 
posed to be inserted in the 
Income- tax Act under clause 
28 of the Bill, income-tax 
will be deductible at source 
from income comprised in 
payments made by the cent¬ 
ral government or any 
state government, local 
authorities, statutory cor¬ 
porations and companios to 
contracters engaged for 
carrying cut any work or for 
suppling labour for carrying 
out such work. Income-tax 
will be deductible at 2 per 
cent of such payments. 
Similarly, deduction will 
be made from payments 
made by contractors, other 
than individuals or Hindu 
undivided families, to sub¬ 
contractors at the rate of 
1 per cent of the payment. 
No ded' ction would, how¬ 
ever, be required to be made 
if the consideration for the 
contract or the sub-contract 
does not oxceed Rs 5,000 or 
whero the payment is made 
before June 1, 1972. In 
view of the position that 
the rates for deduction of 
tax at source in respect of 
payments to contractors and 
sub-contractors have been 
laid down in the Income-tax 
Act, no spaciftc provision in 
this regard has been made 
in Part II of the First Sche¬ 
dule. 

8. Payments of income to 
domestic companies. - - In 
respoct of interest other than 
“Interest on securities” pay¬ 
able to a domestic company, 
the rate for deduction will 
bo 21 per cent, made up of 
income-tax at 20 per cont 
and surcharge at 1 per cent 
(5 per cent of income-tax) 
as against 21 per cent for¬ 
merly. Jh respect of any 
other income (excluding in¬ 
terest payable on a tax-free 
security), tax will be deduc¬ 
ted at t he rate of 23 per cent 
(made up of income-tax 
at 22 per cent and surcharge 
at 1 per cent) as against 22 
per cent hitherto. The in¬ 
crease in these rates is being 
made in the context of tho 
levy of surcharge on income- 
tax in the case of companies 
as explained in paragraph 
12 of tho Memorandum. 

9. Payments of income to 


foreign companies .—In tho 
case of * income pay¬ 
able to a foreign company, 
income-tax d> ductible at 
source as Ititherto will be 
increased by a surcharge on 
income-tax of 5 per cent. 
The rates for deduction of 
inconto-tax and surcharge 
in the case of foreign com¬ 
panies will, therefore, stand 
as alongside. 

It will be seen that the 
rates for deduction of basic 
income-tax in the case of 
foreign companios are the 
same as laid down in Part H 
of tho First Schedule to tho 
Finance (No. 2) Act, 1971. 

III. Rates for deduction of 
tax at source from “Salaries”, 
computation of advance tax 
and charging of income-tax 
in special cases durl ig the 
financial year 1972-73. 

10. Individuals , Hindu im- 
divided families and all other 
non-corporate taxpayers .— 
The rates for deduction of 
tax at source from “Sala¬ 
ries” in the case of indivi¬ 
duals during the financial 
year 1972-73 and also for 
computation of advance tax 
payable during that year in 
tho case of all categories of 
taxpayers have been speci¬ 
fied in Part III of the First 
Schedule to the Bill. These 
rates are also applicable for 
deduction of tax at source 
during 1972-73 from retire¬ 
ment annuities payable to 
partners of registered firms 
engaged in certain profes¬ 
sions (chartered accoun¬ 
tants, solicitors, lawyers, 
etc.) and for charging in¬ 
come-tax during 1972-73 
on current incomes in spe¬ 
cial cases, e.g. provisional 
assessment of shipping pro¬ 
fits arising in India to non¬ 
residents, assessment of 
persons leaving India for 
good during the assessment 
year 1972-73, etc. 

These rates are the same 
as those specified in, Part I 
of the First Schedule Tor the 
assessment of incomes liable 
to tax for the assessment 
year 1972-73. 

11. The Table alongside 
shows, at selected levels of 


income of an individual the 
incidence of tax (including 
surcharge) at the rates pro¬ 
posed in the Bill for compu¬ 
tation of advance tax and 
deduction of tax at source 
from “Salaries” during the 
financial year 1972-73. As 
explained in tho preceding 
paragraph, the tax charge¬ 
able in the case of an indivi¬ 
dual for the assessment year 
1972-73 will also be the 
same. 

12. L ife Insurance Cor¬ 
poration of India and other 


Income 


Rs 


5,000 

6,000 

7.500 

l (,000 

12.500 
15,000 
20,000 
25.000 
40,000 
50,001 
60,000 
70,000 
80,000 
90.000 

1,00,000 

1,50,000 

2,00,000 

2,51,000 

3,00,000 

5,00,000 

10,00,000 


companies .—The basic rate: 
of income-tax in these case: 
specified, respectively, it 
Paragraphs E and F o 
Part m of the First Sche 
dule to the Bill for purpose: 
of computation of advanci 
tax payable by them durinj 
the financial year 1972-73 an 
the same as the rates of in 
come-tax specified, respec 
lively, in Paragraphs E am 
F of Part I of the Firs 
Schedule for incomes assess 
able for the ass .ssment yea 
1972-73. The incomc-ta; 
calculated at these rate: 


Tax (including surcharge) a 
the rates in the Bill fa 
computation of advance ta: 
and deduction of tax at source 
from “Salaries” during 1972-7: 

Rs 


Nil 

no 

275 

550 

1,018 

1,485 

2,875 

4,600 

12,650 

19.550 
26,450 

34,500 

42.550 
51,175 

59,800 

1,05,800 

1.51.800 
2,00,675 

2,49,550 
4,45,050 

9.33.800 


INCIDENCE OF TAX AT SELECTED LEVELS OF 
INCOME IN THE CASE OF INDIVIDUALS 
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Madras Refinery 
is a ‘reagent in ••• 

THE 

PROCESS 

OF 

PROGRESS 


Because what Madras Refinery produces goes into the 
working of many, many industries . Products tike Naphtha K 
Asphalt, Superior kerosene, Jet Fuel, Gasolene . 
ATF K 50. HSO. LDO... I 

These ore the products that go into many products and 
services on the other vital fronts: Homes, Transport, 
Agriculture. 

These are the products that ' lubricate ' the wheels of 
Industries — some literally, some figuratively. 

And that's the process of progress—oil-smooth, refinedI. 


' * 

a >1 




MADRAS REFINERIES LTD. 
Madras 


WE WILL ASSIST 
YOU WITH MONEY 


We are all out to help the self-employed with 
ambition and drive. You may be a Technician or an 
Artisan, you can count uponwir financial assistance 
for starting, improving or expanding your trade or 
business. We have Loan Assistance Schemes for 
others like Farmers. Transport Operators. Small* 
Scale Industrialists. Make sure that you take advan¬ 
tage of our various Loan Schemas and improve 
your trade or profession. 

Contact the nearest Branch of the Bank for detail*. 
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will, however, b*iocrc*aed 
by a surcharge dja income- 
tax of 5 pot cent his against 
i 2.5 per cent applicable in 
respect of incomes assess¬ 
able for the assessment year 
1972-73. 

(Clauses 2 and Hand the 
First Schedule) 


TV. Proposed amendments 
to the Income-tax Act 


MEASURES FOR rais¬ 
ing ADDITIONAL RE¬ 
VENUE 


j 3. Taxation of casual and 
non-recurring incomes —Un¬ 
der the existing provisions 
of the IncorruMtax Act, re¬ 
ceipts which are of a casual 
and non-recurring nature 
are exempt from tax ex¬ 
cept where the receipts cons¬ 
titute capital gains ox arise 
from a business or the exor¬ 
cist of prt fcssion, vocation 
or occupation on are 
by way of additions to the 
remuneration of an em¬ 
ployee. In View of this ex¬ 
emption, no tax is currently 
chargeable in respect _ of 
| winnings from lotteries, 

: crossword puzzles, races, 
card games or from gamb¬ 
ling or betting. The exemp¬ 
tion from tax of suchteceipts 
is not in keeping with the 
principle of taxing equally 
persons with equal capacity 
to pay. The exemption also 
provides scope for tax eva¬ 
sion and conversion of 
‘black’ money into’ ‘white’ 
by ascribing income which 
would normally be tax¬ 
able to winnings from lot¬ 
teries, races, card games, etc. 
. The Bill seeks to make the 
following amendments to the 
Income-tax Act with a view 
to withdrawing the exemp¬ 
tion currently available in 
respect of casual and non¬ 
recurring receipts: 


(i) The definition of “in¬ 
come” is being extended to 
specifically provide that 
winnings from - lotteries, 
crossword puzzles, races in¬ 
cluding horse races, card 
games and other games of 
any sort or from gambling 
ct betting of. any form or 
nature whatsoever will be 
regarded as income for 


purposes of the Income-tax 
Act. 

(ii) Winning from stat or 
other lotteries in the case of 
non-corporate taxpayers 
will be taxed on a conces¬ 
sional basis in the same 
manner as long-term capi¬ 
tal gains relating to assets 
other than lands and build¬ 
ings. In other words, the 
whole of the incomo by # 
way of lottery winnings will 
be allowed as deduction in 
computing the taxable in¬ 
come where the gross 
total income of the assessee 
does not exceed Rs 10,000 
or where winnings do not 
exceed Rs 5,000. In other 
cases, a deduction equal 
to Rs 5,000 plus 50 per cent 
of the balance will be allow¬ 
ed in computing the taxable 
jqcomo. 

(iii) Other casual and 
non-recurring receipts 
which are in excess of Rs 
1,000 in a year will bo in¬ 
cluded in the total income in 
the case of all categories of 
assessees and charged to 
tax at normal rates. The 
exemption of the first Rs 
1,000 of income will, how¬ 
ever, not be available in 
respect of capital gains, re¬ 
ceipts arising from business 
or exercise of profession, 
vocation or occupation. or 
receipts by way of addition 
tc remuneration of an em¬ 
ployee and such incomes 
will continue to be charge¬ 
able to tax on the existing 
basis. 

(iv) Winnings from lotte¬ 
ries, crossword puzzles, 
races, card games, other 
games or from gambling 
or betting will be chargeable 
to tax under the head “In¬ 
come from other sources . 
Accordingly, expenditure, 
not being in the nature of 
capital expenditure incurred 
wholly and exclusively for 
the purpose of making or 
earning such income will be 
allowed as deduction ir> 
computing the taxable 
income. 

(v) Losses from lotteries, 
crossword puzzels, races, 
card games, etc. will be 
allowed to bo sot. off only 


against income from the 
same source. Losses relating 
to these sources incuriod in 
one year will also not be 
allowed to be carriod for¬ 
ward to be set off against 
income of a subsequent 
year. For this purpose, oach 
of the following sources will 
be rogarded as a separate 
and distinct source :— 

(a) lotteries; 

(b) crossword puzzlos; 

(c) races, including horse 
races; 

(d) card games; 

(o) other games of any 
sort; 

(f) botting or gambling 
of any form or nature not 
falling under any of the 
foregoing items. 

Thus, while losses frem 
bridge may be set <ff against 
winnings fr< m any other 
card game, those will not 
bo set off against income 
from any other source. 

(vi) Income-tax will be 
deductible at source from 


019 

winnings from lotteries and 
crossword puzzles at such 
ratos os may be proscribed 
in the annual Finance Act, 
if the payment in respect 
thereof oxcoods Rs 1,(00. 
The present Bill seeks to 
provide for the deduction 
to tax at source from such 
winnings at 34.5 per cent, 
(incomo-tax 30 per cent plus 
surcharge 4.5 pot cont) in 
the case of rosidont non- 
corpcrato taxpayers. In 
the cases of non-resident 
non-corporate taxpayers, 
tax will bo deductible on the 
same basis as is currently 
applicable to incomo other 
than interest payable on a 
tax-froo security, i.e., at the 
rate of 34.5 per cont or the 
higher appropriate rate 
applicable to lottery winn¬ 
ings otc. if-such winnings 
w.ore the total income. 

(vii) Incomo by way of 
winnings from lottarias, 
crossword puzzles, races 
including horso races, catd 
games, other games or from 
gambling or betting will not 
be included in the taxable 


With best compliments 

from 


MADRAS RUBBER FACTORY LTD. 

Manufacturers of 

MANSFIELD TYRES 
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income fur purposes of 
payment of advance tax. 

L4. The above provisions 
will take eftost from April 
1, 1972. It is, however, 
being specifically provided 
that income by way of ca¬ 
sual and non-recurring re¬ 
ceipts will continue to be 
examp t from income-tax for 
the assessment year 1972-7.1 
to the same extent as hither¬ 
to. The new provision for 
deduction of tax at source 
from winnings from lotteries 
and crossword puzzles will 
come into force with effect 
from 1st June, 1972. 

•(<Clauses 3 (b) (if), 4 (a), 10 
to 14,28 to 38 and (59.) 

15. Income from speci¬ 
fiedpriori ty industries. —Un¬ 
der the existing law, income 
derived by certain domestic 
companies from specified 
priority industries is charg¬ 
ed to tax on a concessional 
basis. The priority indus¬ 
tries specified in this behalf 
comprise— 

(a) The business of gene¬ 


ration or distribution. of 
electricity or any other 
form of power; 

(b) the business of const¬ 
ruction, manufacture or 
production of any one or 
more of the articles or things 
specified in the list in the 
Sixth Schedule to the In 
come-tax Act; and 

(c) the business of any 
hotel, where such business 
is carried on by an Indian 
company and the hotel is, 
for the timo being, approv¬ 
ed in this behalf by the 
central government. 

The concessional taxation 
of profits from these in¬ 
dustries is brought about by 
allowing a deduction of an 
amount equal to 5 per cent 
of such piofits in computing 
the taxable income of the 
domestic company. The Bill 
seiks to discontinue this 
special deduction allowable 
in computing profits of do¬ 
mestic companies from prio¬ 
rity industries. 

16. The withdrawal of the 


concession in respect of 
priority industries will take 
effect from April 1,1973 and, 
accordingly, the deduction 
will not be available for the 
assessment yoar 1973-74 in 
relation to current incomes 
of the financial year 1.972-73 
or any other accounting 
year corresponding to it. 

(Clauses 15, 18,19 & 43) 

* 1.7. Deduction in respect 
of dividends fro/n co-opera- 
rative societies. —Under the 
existing provisions of the 
Income-tax Act, dividends 
received by an assessor from 
a co-operativo society are 
completely exempt from in¬ 
come-tax without any ceil¬ 
ing limit. This exemption 
facilitates tax avoidance by 
persons who would other¬ 
wise earn taxable income by 
arraying to carry on their 
activities through the me¬ 
dium of one or more co¬ 
operative societies. It is 
proposed to withdraw the 
special concession in res¬ 
pect of dividends from co¬ 
operative societies. Such 
dividends will, however, be 
included in the categories 
of financial assets income 
wherefrom qualifies for de¬ 
duction Up to Rs 3,000 in 
the aggregate in the hands 
of an individual or a Hindu 
undivided family. 

18. The changes set ft tth 
in the preceding paragraph 
will take ■ effect fiom 
April 1, 1973 and will, ac- 
ccrdingly, apply to the as¬ 
sessment yoar 1973-74 i.e. 
in relation to current in¬ 
comes of the financial year 
1972-73 or any other ac¬ 
counting year corresponding 
to it. 

(Clauses 20 and 21) 


INCENTIVES FOR SAV¬ 
INGS 

19. Deduction in respect 
of long-term savings in speci¬ 
fied media. —Under the exi¬ 
sting provisions of the In¬ 
come-tax Act, tax relief is 
allowed in respect c f long¬ 
term savings effected by 
certain categories of tax¬ 
payers out of their income. 
In the case of an individual, 



WHERE, WO, OU EST? 

It Is there, Es 1st da, Voila- - 
THE PRIDE & PLEASURE OF STAY LIKE HOME, 

BLUEMOON HOTEL 

RAJ BHAVAN ROAD. BEGUMPET, 
HYDERABAD-16 (India) 

Phone : 30136 (6 Lines) 

Grams : BLUMOON Telex : 015-315 

Symbolises: 

♦COMFORT • DECOR * GRACE * ATMOSPHERE 
VALUE * QUALITY and 
PERSONALISED SERVICE with 
HEART and HOSPITALITY 

Provides: 

• AIR-CONDITIONING, SEPARATE PRIVATE BATH, 
HOT & COLD WATER, 4-CHANNELED MUSIC 
IN ALL ROOMS 

•* FLOWERSHOP. LAUNDRY SERVICE, HAIR DRE¬ 
SSING SALOON, AUTOMATIC LIFT', TOURIST 
CARS & aAR 

**♦ CONTINENTAL & INDIAN VEG, AND NON-VEG. 
CUISINE 

SINGLE AC: Rs. 45/- DOUBLE A C. Rs. 80/- 
INCLUDING BREAKFAST & BED TEA. 
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long-term savings through 
life insurance or deferred 
annuity policies on the life 
of the individual, his spou&o 
or child, certain provident 
and superannuation fluids 
and 10-year and 15-year 
Cumulative Time Deposit 
Accounts qualify for tax 
relief. In the case cf Hindu 
undivided families, long¬ 
term Savings effected throu¬ 
gh insurance policies on 
the life of any member of 
the family qualify 'fee tax 
relief. In the case of an 
assessee being an associa¬ 
tion of persons or body of 
individuals consisting only 
of husband and wife govern¬ 
ed by the system of commu¬ 
nity of. property in force in 
the* union ■ territories of 
Dadra and Nagar Haveli 
and Goa, Daman and Diu, 
long-term savings - through 
policies of insurance or for 
deferred annuities on the 
life of any member of such 
association or body or on 
the life of any child of either 
member as also through the 
Public Provident Fund and 
10-year and 15-year Cu¬ 
mulative Time Deposit Ac¬ 
counts qualify for tax -re¬ 
lief. The tax relief, jn 
all cases, is allowed by de¬ 
ducting 100 per cent of the 
first Rs 1,000 plus 50 psr 
cent of the next Rs 4,000 
plus 40 per cent of the ba¬ 
lance of qualifying savings 
in computing the taxable in¬ 
come of the assessed. 

20. With a view to widen¬ 
ing the area of tax incentives 
for savings, jt is being pro¬ 
vided that contributions 
made by an individual out 
of his income chargeable to 
tax for participation in the 
Unit-linked Insurance Plan 
of the Unit Tiust of India 
will qualify for the special 
deduction currently available 
in respect of life insurance 
premia, contributions to re¬ 
cognised provident funds, 
etc. The deduction will be 
available only in relation to 
the contributions made by 
the assessee himself as a 
member of the plan and not 
by his spouse or children. 1 
This is ^because under the 
scheme of the plan, minors 
are not allowed to partici¬ 
pate in the- plan, and s w 
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Gopal works 
for Century Rayon 
8 hours a day 

Century Rayon looks after 
Gopal the other 16 Hours 
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Gopal Is one among 7000 workers at 
Century Rayon. He works an 8-hour shift. When 
he’s off duty. Century Rayon strives to keep him off 
the everyday worries. 

Like lunch-break, for example. He doesn't have to 
worry If his food has not arrived from home. He gets 
nis. at the subsidised canteen. A wholesome meat 
at a fraction of its cost. 

After work hours, Gopal returns home-a subsidised 
house in the Century Rayon Colony, to have his 
family under a roof. The next-to-factory colony also 
saves him the bother of transportation 
Medical help is within a ‘calling' distance. Leisure 
finds Gopal & his family playing indoor or outdoor 
games. Or. watching a movie with the family, once 
a week. Courtesy: his»welfare club. So the next day, 
Gopal returns to work a happy man. ^ „ 

It takes a lot more to keep Gopal and his 6995 
colleagues happy. During the 16 hours they aren t 
working. 

Belief of Century, 

a happy worker ie a happy company j 



Century Rayon I 

industry House. 159. Churchgate Reclamation. Bomoay-vK). 
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A product isn't just the sum of its ingredients. It has to be 
packaged—attractively and efficiently. It has to be transported 
across many miles and brought to your dealer's shelf 
in the best condition. And all along, checked to give you 
the quality you expect...and deserve. 

A product passes through the hands of a small battalion 
«f people before you buy it. 

People make our products what they are: trusted, and 
therefore special. 




7tn| warner-hindustan limited 

[W HJ makers of pharmaceuticals, 

1 chemicals and consumer products ! 
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nan would be. eligible for 
ttxticipation o*ily if she has 
i regular income of her own. 

The deduction will also 
■to available in respect of 
attributions made by any 
>ne member < f an assccia- 
ion of persons or body of 
ndividuals consisting only 
►f husband and wife govern- 
id by the system of commu- 
tity of property in force in 
he union territories of Da- 
ira and Nagar HaVeli and 
3oa, Daman and Diu. 

21. In order to prevent 
nisuse of the concession, 
t is being provided that 
vhete a member participate 
ng in the Unit-linked 
nsurance plan withdraws 
tom the plan before paying 
attributions for a period 
>f five years, no deduction 
vill be allowed in respect 
»f the contributions made 
n the year of withdrawal. 
7 urther, an amount equal to 


the aggregate of the deduc¬ 
tions allowed in respect of 
contributions to the plan in 
the past years will be inclu¬ 
ded in his total income 
of the previous year in which 
he withdraws from the r>ian. 
For this purpose, the deduc¬ 
tion allowed in respect of 
contributions made in any 
previous year will be the 
difference between the 
amount by which tho total 
deduction actually allowed 
in that year exceeds the de¬ 
duction which would have 
been allowed if no such 
contributions had been 
made in that year. In other 
words, the contributions 
will be related to the top 
slab of the qualifying 
amount of savings in the 
r» levant year. 

22. The tax concession in 
relation to contributions to 
the Unit Insurance Plan will 
become effective from April 
1st, 1973 and will accord¬ 


ingly apply in relation to the 
assessment year 1973-74 and 
subsequent years. 

(Clause 16) 

MEASURES FOR PLUGG¬ 
ING LOOPHOLES IN THE 
LAW LEADING TO TAX 

avoidance 

23. Changes in the. provi¬ 
sions relating to exemption 
from tax of income of chari¬ 
table and religious trusts .— 
The Finance Act, 1970 made 
certain important changes 
in the scheme of taxation 
of the income of chari¬ 
table or religions trusts 
and institutions with effect 
from April 1, 197J. Un¬ 
der the provisions of the 
Income-tax Act, as amended 
by the Finance Act, 1970, in¬ 
come from property held un¬ 
der trust wholly for charit¬ 
able or religious purposes is 
exempted from income-tax 
to the extent such income is 


applied to the purposes of 
the trust in India in tho 
same year or within a period 
of 3 months immediately 
following. A similar exemp¬ 
tion is available also in 
cases where property is held 
under trust in part only for 
charitable or religious pur¬ 
poses, provided that the tru¬ 
st was created before April 
1. 1962. In both these types 
of trusts, any income which 
is not so applied is allowed 
to be accumulated or set 
apart for future application 
to charitable or religious 
purposes without attracting 
tax liability, if the trust com¬ 
plies with certain procedural 
requirements laid down in 
this behalf. These require¬ 
ments, are that (a) the trust 
or institution should give 
notice to the Income-tax 
officer specifyingthe purpose 
for which the income is 
to be accumulated and the 
period for which the 
accumulation is proposed to 





620 


EASTERN ECONOMIST 


be made and (b) the income 
so accumulated should be 
invested in government or 
other approved securities 
or deposited in post Office 
Savings Bank, scheduled 
banks, co-operative banks 
or approved financial cor¬ 
porations. The maximum 
•period of such accumula¬ 
tion is 10 years and if 
the accumulated income is 
not applied to the purposes 
for which it was accumulated 
within one year of the expiry 
of the 10-year period, the 
exemption is lost and tax is 
chargeable on the accumu¬ 
lated income. 

. The exemption from tax is 
also forfeited, in the case of 
a trust or institution crea¬ 
ted or established after 
March 31,1962, if under the 
terms of thetrust or the rules 
governing the institution, 
any part of the trust income 
ensures for the direct or 
indirect benefit of specified 
persons, such as, the 
founder of the trust, subs¬ 
tantial contributor to the 
trust or any relative of 
such founder or contribu¬ 
tor. In the case of a trust or 


institution, ivhenever crea¬ 
ted or established, the 
exemption is forfeited also 
if its income or property is 
used or applied during the 
relevant year for the direct 
or indirect benefit of such 
persons. An exception is, 
however, made in the case 
of frusts ot institutions crea¬ 
ted or established before Ap¬ 
ril 1. 1962, ifthe use of the 
income or property for the 
benefit of the specified per¬ 
sons is in compliance with 
any mandatory provision in 
the terms of the trust or the 
rules governing the institu¬ 
tion. Under specific provi¬ 
sions made in the Act, 
the trust income or property 
is regarded as having been 
used or applied for the bene¬ 
fit of such persons if the 
trust or institution engages 
in any of the following 
transactions: 

(a) Lending of the income 
or property of the trust or 
institution to any one of 
the specified persons with¬ 
out either adequate security 
or adequate interest or both: 

(b) making available land. 


building or other property 
of the trust or institution, 
for the use of any of the 
specified persons without 
charging adequate rent or 
other compensation; 

(c) payment of excessive 
remuneration to any of the 
specified persons for services 
rendered by him to the trust 
or institution; 

(d) making the services 
of the trust or institution 
available to any of the speci¬ 
fied persons without ade¬ 
quate remuneration or other 
compensation; 

(e) purchase of shares, 
securities or other proper¬ 
ties for the trust or intitu- 
tion from any of the speci¬ 
fied persons for more than 
adequate consideration; 

(f) sale of shares, securi¬ 
ties or other property of 
the trust or institution to any 
of the specified persons for 
less than adequate conside¬ 
ration; 

(g) diversion of a substan¬ 
tial portion of the income or 
property of the trust or insti¬ 
tution in favour of any of 
the specified persons; 

(h) investment of the trust 
funds in any concern in 
which any of the specified 
persons has a substantial 
interest. 

If the quantum of invest¬ 
ment referred to in (h) above 
does not exceed 5 per cent 
of the capital of the con¬ 
cern, the trust or institution 
forfeits exemption from tax 
only in respect of the ii.come 
arising from such invest¬ 
ment. 

24. Voluntary contribu¬ 
tions received by charitable 
or religious trusts and insti¬ 
tutions and applicable solely 
to religious or charitable 
purposes are also exempt 
from tax. Various condi¬ 
tions laid down in section 11, 
such as, application of in¬ 
come to charitable or re¬ 
ligious purposes within the 
specified period, accumula¬ 
tion of the unspent income 
in the specified manner, and 
the provisions relating to 
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S. D. MEHRA 

Chairman 
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the forfeiture of tax exemp¬ 
tion in certain circumstances, 
mentioned above, however, 

, do not apply to income by 
vtay of voluntary contribu¬ 
tions except where such 
contributions are receivep 
from a charitable or reli¬ 
gious trust or institution 
which itself claims exemp¬ 
tion from tax. 

2$. In order to ensure 
that the tax exempt funds 
of charitable and religious 
trusts or institutions are app¬ 
lied to the purposes of such 
trusts and intitutions and are 
not diverted for the benefit 
ofthe author of the trust, 
founder of the institution, 
persons who have made 
substantial contributions or 
who manage the affairs of 
the trust or institution, the 
Bill seeks to make the fol¬ 
lowing amendments in the 
scheme of tax exemption of 
such trusts and institutions: 

(i) The definition of “in¬ 
come” is being extended to 
specifically provide that 
voluntary contributions re¬ 
ceived by a charitable or reli¬ 
gious trust or institution, re¬ 
gardless of whether such 
trust or institution has been 
created or established wholly 
or partly for charitable or 
religious purposes, will be 
regarded as income for pur¬ 
poses of the Income-tax 
Act. Contributions received 
with a specific direction that 
they will foim part of the 
corpus of the trust or insti¬ 
tution will, however, not 
be treated as income. For 
this purpose, the term 
“trust” will include any 
other legal obligation. 

(ii) Where such voluntary 
contributions are received by 
a trust created wholly for 
charitable or religious pur¬ 
poses or by an institution 
established wholly for such 
purposes, these contribu 
tions will, for purposes of 
Sections 11 and 13, be re¬ 
garded as income derived 
from property held under 
trust wholly for charitable 
or teligous purposes. 

The effect of the modifi¬ 
cations at (0 and 00 above 
would be as follows: 

(a) Income by way of 
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voluntary contributions re¬ 
ceived by private* religious 
trusts .will no longer be 
e; empt from income-tax. 

(b) Income by way of vo¬ 
luntary contributions re¬ 
ceived by a trust for chari¬ 
table purposes or a chari¬ 
table institution created or 
established after March 31, 
1962 (i.e. after the com¬ 
mencement of the Income- 
tax Act, 1961) will not qua¬ 
lify for exemption from tax 
if the trust or institution is 
created or established for 
the benefit of any particular 
religious community or 
caste. 

(c) Income by way of 
voluntary contributions re¬ 
ceived by a trust created 
partly for charitable or reli¬ 
gious purposes or by any 
institution established partly 
for such purposes will no 
longer be exempt from in¬ 
come-tax. 

(d) Where the voluntary 
contributions arc received 
by a trust created wholly 
for charitable or religious 
purposes or by an institu¬ 
tion established wholly for 
such purposes, such con¬ 
tributions will qualify for 
exemption from income-tax 
only if tho conditions speci¬ 
fied in Section 11 regarding 
application of income or 
accumulation thereof are 
satisfied and no part of the 
income enures and no part 
of the income or property 
of the trust or institution 
is applied for the benefit 
of persons specified in 
Section 13 (3) of the In¬ 
come-tax Act, o.g. author 
of the trust, founder of the 
institution, a person who has 
made substantial contribu¬ 
tion to the trust or institu¬ 
tion, the relatives of such 
author, founder, person, 
etc. In other words, in¬ 
come by way of voluntary 
contributions will ordinarily 
qualify for exemption from 
income-tax only to the ex¬ 
tent it is applied to the pur¬ 
poses of the trust during 
the relevant account year 
or within three months next 
following. Such charitable 
or religious trusts will how¬ 


ever, be able to accumulate 
income from voluntry cont¬ 
ributions for ftituro applica¬ 
tion to charitable or religi¬ 
ous purposes for a maximum 
period upto 10 years, 
without forfeitirg exemption 
from tax, if they comply 
with certain procedural re¬ 
quirements laid down in 
Section 11 in this behalf. 
These requirements are that 
(L) the trust or institution 
should give notice to the 
Income-tax Officer, specify¬ 
ing the purpose for which 
the income is to be accumu¬ 
lated and the period for 
which the accumulation is 
proposed to be made, and 

(2) the income so accumu¬ 
lated should be invested in 
government or other app¬ 
roved securities or deposited 
in post office savings bank, 
scheduled banks, co-opera¬ 
tive banks or approved 
financial institutions. 

(iii) The list of persons 
referred to in Sub-section 

(3) of Section J3 of the In¬ 

come-tax Act is being en¬ 
larged by including therein 
trustoes of trusts, managers 
of institutions, their rela¬ 
tives and concerns in which 
such trustees, managers and 
relatives have a substantial 
interest. The effect of this 
amendment will be that 
where any income of the 
trust or institution created 
or established after March 
31, 1962 (i.e. after tho 

coming into force of 
the Income-tax Act, 1.961) 
enures for the benefit 
of trustees, managers, etc., 
the trust or institution will 
forfeit exemption from tax. 
Likewise, where any income 
or property of the trust or 
institution is used or applied 
during the relevant account 
year for the direct or indirect 
benefit of trustees, mana¬ 
gers, etc, exemption from 
income-tax will be forfeited 
irrespective of whether the 
trust or institution was crea¬ 
ted or established before or 
after the commencement of 
the Income-tax Act. 

(iv) The scope of the ex¬ 
pression “relative for pur¬ 
poses of Section 13 is also 
being enlarged so as to in¬ 


clude relatives through mar¬ 
riage. “Relative” will now 
mean (1) spouse of the 
individual, (2) brother or 
sister of the individual, (3) 
brother or sister of the 
spouse of the individual, (4) 
any lineal ascendant or des¬ 
cendant of the individual, 
(S) any lineal ascendant or 
descendant of the spouse of 
the individual, (6) spouse 
of a person referred to in 
(2), (3), (4) and (5) above 
and (7) any lineal descen¬ 
dant of a brother or sister 
of either the individual or 
of the spouso of the indivi¬ 
dual. 

The effect of this provision 
will be that relatives through 
marriage of the author, 
founder, substantial contri¬ 
butor, trustee or manager 
will be included in the list of 
persons specified in Section 
13(3) of the Income-tax Act. 

(v) Under an existing 
provision a charitable or 
religious trust or institution 
forfeits exemption from tax if 
a “substantial portion” of 
the income or property of 


the trust or institution is 
diverted during the rele¬ 
vant account year in favour 
of any person referred to in 
Section 13(3). This provision 
is being modified to provide 
that exemption from income- 
tax under this provision will 
be lost if the aggregate of the 
income or property, divert¬ 
ed in favour of any such per¬ 
son, during the relevant 
account year, exceeds Rs 
J,C00. 

(vi) Exemption from in¬ 
come-tax in respect of in¬ 
come derived from property 
hold under trust or by away 
of voluntary conti ibutions by 
charitable or religious trusts 
or institutions will be avail¬ 
able only if the following 
conditions arc fulfilled: 

(!) The person in receipt 
of the income makes an 
application for registration 
of the trust or the institution 
to the Commissioner of 
Income-tax before July 
1, 1973 or before the ex¬ 
piry of a period of one year 
from the date of creation of 
the trust or establishment of 


“ You can never have achievements unless you have 
challenges and hard work . In India we don't want so/t 
and easy life. We want to have challenges so that we 
can prove that we can overcome and we shall overcome'' 

- Smt. Indira Gandhi 

We in this pioneer shipyard arc striving our best to 
live upto the challenges that face us as shipbuilders 
and shiprepairers. The inauguration in November, 1971 
of our ‘'Hindustan Drydock”, which is equipped with 
all kinds of Modern repair fa.ciliti:s with a docking 
capacity for ships upto 70.000 DWT, is a shining 
example of our constant endeavours to achieve self- 
sufficiency and s:lf-rcliancc in this l'fe line of the nation. 

HINDUSTAN SHIPYARD LIMITED 

(A Govt, of India Undertaking) 
Gandhigram, Visakhapatnam-5. 

Andhra Pradesh. 



624 


$ EASTERN ECONOMIST 


April 7,1972 


tho institution, whichever 
is later. (The Commissioner 
of Income-tax is, however, 
being empowered to admit, 
in his discretion, belated ap¬ 
plications for registration in 
deserving cases.) 

(2) Where the total in¬ 
come of the trust or insitu- 
tion (without giving effect 
to the provisions of Sec¬ 
tions 11 and 12) exceeds Rs. 
25,000 in any previous year, 
the accounts of the trust or 
institution for that year have 
been audited by a chartered 
accountant or any other ac¬ 
countant entitled to be ap¬ 
pointed as an auditor of 
companies. 

(vii) It is being specifically 
provided that in determining 
whether any part of the in¬ 
come or property of the 
trust or institution has been 
used for the benefit of any 


specified person during any 
period befoye August 21, 
1972, the amendments now 
proposed to be made in sec¬ 
tion 13 will be ignored. 

26. Undor an existing 
provision in. the Income-tax 
Act, every person in receipt 
of income derived from pro¬ 
perty held under trust or 
other legal obligation wholly 
for charitable or religious 
purposes, or in part only 
for such purposes, is re¬ 
quired to furuish voluntarily 
the return of income if the 
total income in respect of 
which he is assessable ns a 
representative assessec, with¬ 
out giving effect to tho pro¬ 
visions of section 11 relating 
to application of income, 
exceeds the maximum 
amount not liable to income- 
tax. This provision is being 
amended so as to provido 
that the return of income 


will have to be filed even in 
cases where the income 
including voluntary contri¬ 
butions received by the trust 
or institution exceeds such 
limit. 

27. The modifications set 
forth in the preceding two 
paragraphs will take effect 
from April 1, 1973 and 
will accordingly apply in re¬ 
lation to the assessment year 
1973-74 and subsequent 
years. 

(The Wealth-tax Act is 
also being amended to pro¬ 
vide that in a case where any 
part of the corpus or in- 
como of a charitable or reli¬ 
gious trust is used for the 
benefit of tho author of the 
trust, a substantial contri¬ 
butor to the trust and other 
specified persons, the trust 
will bo liable to pay wealth- 
tax on its net wealth at a 


fiat rate of 1.5 per Cent, or 
the appropriate rate applica¬ 
ble to such net wealth, 
whichever is higher. This 
provision has been explain¬ 
ed separately in paragraphs 
50-51 of this Memoran¬ 
dum.) 

(Clauses 3(b)(i),5,6 , 7 and 
26(c). 

28. Donations to charit¬ 
able trusts or institutions — 
Under an existing provision 
in tho Income-tax Act, dona¬ 
tions to charitable or religi¬ 
ous Institutions qualify for 
a tax concession, subject to 
certain conditions. One of 
these conditions is that 
where the institution or fund 
derives any income, such in¬ 
come should not be liable for 
inclusion in its total income, 
under the provisions of Sec¬ 
tion H or Section 12. The 
tax concession is, however 
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tot denied merely: on either 
jf both of the-; following 
grounds: 

(i) That, subsequent to 
Lhc donation, any part of the 
income or fund has become 
chargeable to tax due to 
non-complianco with any 
of the provisions of Section 
11 relating to application or 
accumulation of income in 
the specified manner. 

(ti) That the exemption 
under Section 11 is denied to 
the institution or fund in 
relation to any income aris¬ 
ing to it from any invest¬ 
ment made in a concern in 
which the persons specified 
in Section 13(3) of the In¬ 
come-tax Act have a subs¬ 
tantial interest, where the 
investment in such a concern 
docs not exceed 5 per cent 
of the capital of the concern. 

29. In view of the position 
that under the Bill, income 
by way of voluntary contri¬ 
butions received by a chari¬ 
table or religious trust will 
also be subject to the' same 
requirements as are current¬ 
ly applicable in respect of 
the income derivod from 
property held under trust, 
consequential changes are 
proposod to be made in the 
provision relating to the tax 
concession in respect of 
donations to such trusts. 
The exemption in respect 
of the donation will not be 
denied also in a case where 
the trust or institution for¬ 
feits exemption on account 
of non-compliance with the 
requirements of application 
or accumulation of volun¬ 
tary contributions in the 
specified manner where tho 
default takes place after the 
donation is made. Similarly, 
the tax concession will not 
be denied merely because the 
trust or institution forfeits 
exemption in respect of its 
income by way of voluntary 
contributions cm the ground 
that the funds of the trust 
or institution have been in¬ 
vested in a prohibited con¬ 
cern provided, however, the 
investment in such concern 
does not exceed 5 per cent 
of its capital. 

30. The modifications in 


the preceding paragraph will 
take effect from April 1st 
1973 and will accordingly, 
apply in relation to assess¬ 
ments for the assess¬ 
ment year 1973-74 and subs¬ 
equent years. 

(<Clause 11) 

PROVISIONS FOR ENAB¬ 
LING THE CENTRAL 
GOVERNMENT TO EN¬ 
TER INTO TAX TREATIES 
WTTH FOREIGN COUN¬ 
TRIES FOR EXCHANGE 
OF INFORMATION FOR 
PREVENTING EVASION 
OR AVOIDANCE OF 
TAXES AND RECOVERY 
THEREOF 

31. Under an exising pro¬ 
vision in tho Income-tax 
Act, the central govern¬ 
ment is empowered to en¬ 
ter into an agreement with 
tho government of any 
foreign country for the avoi¬ 
dance of double taxation of 
income and to make provi¬ 
sions for implementing the 
agreement by the issue of a 
notification in the Official 
Gazette. Some of tho tax¬ 
payers having transactions 
with outside countries re¬ 
sort to dubious methods for 
ovading their liability under 
tho tax laws. Tax evasion 
is thus closely linked with 
transactions involving over- 
invoicing and under-invoic- 
ing in import and export 
business, operations through 
secret foreign bank accounts 
and smuggling of valuable 
articles into and out of 
India. Cases of taxpayers 
who thwart the attempts of 
the tax administration to 
collect tax dues by either 
retaining their assets abroad 
or transferring them secretly 
outside Lidia are also not un¬ 
known. With a view to ena¬ 
bling tho tax administration 
to tackle the problem of tax 
evasion having international 
ramifications, tho Bill seeks 
to amend the provision re¬ 
lating to tax treaties in order 
to provide for tho following 
matters: 

(i) Tho central govern¬ 
ment will be empowered to 
enter into agreements with 
foreign countries not only 


for purposes of avoid¬ 
ance, of double taxation of 
income but also for enabling 
the tax authorities to ox- 
change information foi the 
prevention of evasion or 
avoidanco of taxes on in¬ 
come or for investigation of 
cases involving tax evasion 
or avoidance or for recovery 
of taxes in foreign countries 
on a reciprocal basis. 

(ii) A consequential change 
is also being made in the 
provisions of the Income- 
tax Act relating to recovery 
of arrears of taxes. Where 
the tax treaty provides for 
the recovery of taxes duo to 
the government of one 
treaty country in the other 
and the government of the 
foreign country or any 
authority specified in this be¬ 
half in the tax treaty sends 
to tho Central Board of 
Direct Taxes a certificate 
for the country of any tax 
due in the foreign country, 
tho Board will be empowered 
to send tho certificate to 
the Tax Recovery Officer 
within whoso jurisdiction 
the property of the defaulter 


is situated and thereupon 
the Tax Recovery Officer 
will proceed to recover the 
duos in the manner specified 
in the Income-tax Act. Like¬ 
wise, if a taxpayer in India 
has property in the foreign 
country, the Income-tax 
Officer will be able to send 
a certificate to the Board 
certifying the amount of 
arrears due from the taxpay¬ 
er and thereupon the Board 
will take action for the re¬ 
covery of tho dues in the 
foreign country in accord¬ 
ance with the terms of the 
tax treaty. 

32. The above modifica¬ 
tions will come into force 
with effect from April 1, 
1972. 

[The Companies (profits) 
Sur-tax Act, Wealth-tax Act 
and Gift-tax Act also 
contain similar provisions 
enabling the central govern¬ 
ment to enter into agree¬ 
ments with foreign countries 
for the avoidance of double 
taxation with respect to tax¬ 
es levied under these Acts. 
Tho corresponding provi- 
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sions in these Acts are also 
being brought in line with 
the provisions of the 
Income-tax Act, as pro¬ 
posed to be amended under 
the Bill.] 

(Clauses 23 , 39 , 48, 49 , 

53, 54 & 57). 

OTHER AMENDMENTS 
TO THE INCOME-TAX 
ACT 

33. Tax treatment of gra¬ 
tuities .—Under an exist¬ 
ing provision in the Income- 
tax Act, death-n/w-retire- 
ment gratuity received under 
the revised pension rules of 
the central government or 
under any similar scheme a 
a state government, a local 
authority or a statutory cor¬ 
poration is completely exem- 
ted from tax. Similarly, re¬ 
tiring gratuity received under 
the new pension code appli¬ 
cable to members of the 
Defence Services also quali¬ 
fies for tax exemption with¬ 
out any ceiling limit. In the 
case of any other gratuity, 
the exemption is available 
to the extent such gratuity 


does not exqeed one-half 
month’s salary for each year 
of completed service, cal¬ 
culated on the basis of the 
average salary for the three 
years immediately preceding 
the year in which the gra¬ 
tuity is paid, or fifteen 
months’ salary so calculated 
or Rs 24.000, whichever is 
the least. Celling limits in 
regard to the dcath-cw/w- 
rctirement gratuity received 
by civilian government ser¬ 
vants and retiring gratuity 
received by members of the 
Defence Services have been 
prescribed in the law because 
such gratuities are subject to 
ceiling limits under the rele¬ 
vant rules which are simi¬ 
lar to those specifically 
laid down in the Act. No 
ceiling limits have also been 
laid down in respect of the 
exempt amount of gratuities 
received by employees of 
statutory corporations as the 
schemes under which these 
gratuities are paid arc broad¬ 
ly on the lines of the gra¬ 
tuities payable to govern¬ 
ment servants. On national¬ 
isation, banks and other 


undertakings have come 
within the category of statu¬ 
tory corporations. The 
gratuity schemes of some 
of these banks and under¬ 
takings do not have any mo¬ 
netary ceiling in respect of 
gratuities payable theieunder 
or the monetary ceiling is 
substantially higher. This, 
therefore, creates an invi¬ 
dious distinction between 
the employees of such sta¬ 
tutory corporations and 
those in the private sector. 
Further, whereas in the case 
of government servants, 
giatuities are paid only on 
retirement or death, per¬ 
sons in private employment 
may receive gratuities from 
time to time even while they 
continue in service. The pre¬ 
sent wording of the relevant 
provision is wide enough to 
confer exemption in respect 
of gratuties which are paid 
otherwise than on retirement 
or death. With a view to re¬ 
moving these anomalies in 
the tax treatment of gratui¬ 
ties received by different 
categories of employees, the 
following modifications are 
proposed to be made in the 
relevant provision of the 
Income-tax Act : 

(i) Exemption from in¬ 
come-tax in respect of gra¬ 
tuities received by employees 
of statutory corporations 
and employees in the pri¬ 
vate sector will be available 
only if such gratuities are 
received on retirement, in¬ 
capacitation or death of the 
employee or on termination 
of his employment. 

(ii) The exempt amount 
of gratuities in the case of 
employees of statutory cor¬ 
porations and those in the 
private sector will be sub¬ 
ject to a ceiling limit of one- 
half month’s salary for each 
year of completed service, 
calculated on tht basis of the 
average salary for the three 
years immediately preceding 
the year in which the gra¬ 
tuity is paid, or fifteen 
months’ salary so calculated 
oi Rs 24,000, whichever 
is the least. 

34. This change will take 
effect from 1st Apiil, 1973 
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and will accordingly apply 
in relation to the assessment 
year 1973-74 and subse¬ 
quent years. 

* [Clause 4(b)] 

35. Exemption from in¬ 
come-tax oj income of ap¬ 
proved gratuity funds .—Un¬ 
der an existing provision 
in the Income-tax Act, in¬ 
come of provident funds to 
which the Provident Funds 
Act, 1925 applies, recognis¬ 
ed provident funds and ap¬ 
proved superannuation 
funds, is completely exempt 
from income-tax. Such 
exemption is, however, not 
available in respect of the 
income of approved gratuity 
funds. The approved gra¬ 
tuity funds are subject to re¬ 
gulation under the Income- 
tax Rules and the pattern 
of investment made by such 
funds is also prescribed 
under these rules. With a 
view to encouraging the 
formation of approved 
gratuity funds and thus 
safeguarding the interest of 
employees in general, it is 
proposed to amend the rele¬ 
vant provision in the In¬ 
come-tax Act to provide for 
exemption of the income of 
approved gratuity funds 
from tax. 

36. This change will take 
effect from April 1, 1.973 
and accordingly will apply in 
relation to the assessment 
year 1973-74 and subse¬ 
quent years. 

[Clauses 4(c) &42 )] 

37. Curtailment of time 
allowed for filing returns of 
income and modification of 
the provisions relating to 
charging of interest for de¬ 
lay in furnishing such returns. 
—Under an existing provi¬ 
sion in the Income-tax Act, 
every person having a tax¬ 
able income from sources 
other than business c r pre- 
fession is required to fur¬ 
nish v< luntarily the return 
c f his income before June 
30, of the relevant assess¬ 
ment year. In the case of an 
assesses deriving income 
from business or profession, 
the return is required to 
be furnished before the 
expiry of six months from 


MALCO MEANS MORE ALUMINIUM 

THE MADRAS ALUMINIUM CO. LTD., Coimba- 
tore operate an integrated Aluminium Plant at Mettur 
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Messrs. Montecatini - Edison, Italy. 

MALCO are one of the primary Aluminium producers 
in the country and are at present manufacturing Ingots, 
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MALCO have now embarked on an ambitious expan¬ 
sion programme to raise their annual output to 25,000 
tonnes eventually. Facilities are being created to 
produce rolled products and extrusions, too. 
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piey saved 
ancient 




and now their 

daring knows 
no bounds 


*Let It stand,* someone said of the 
banyan tree as the site was being cleared for tbe 
Hindustan Lever Research Centre, at Andheri. 

So the tree still stands—and it stands for quite a lot. 

For one thing, the tree signifies that we can't easily get away 
from what is home-grown. Appropriately, therefore, the 
Centre will tackle problems rooted in India—the kind that can 
only be solved here: 

Can we discover and exploit hitherto unused local sources 
of oil, thus cutting imports and saving foreign exchange? Can 
we develop milk foods that are ideally suited to Indian needs? 

How can we improve the nutritive value of protein-poor foods? 
Can we develop processes for the preservation of Indian 
type food dishes? 

Research on all this can only begin at home. It has, at the 
Hindustan Lever Research Centre in Andheri. The sweep and 
thrust of the studies are daring. The scientists are producing 
new devices for old, making traditional things happen in new ways. 

They have, of course, left the banyan tree alone 
to grow hy itself. 


Hindustan Lever 

tttg.MU<ri.«A4et 
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the end of the previous 
year or before )tjj» 30, 
of the assessment, year, 
whichever is later. . Under 
another prevision, the Is* 
a>me-taX Officer hasthe po¬ 
wer to issue a notice to any 
person requiring him tc 
!furnish his return of income 
within 30 day s of the date of 
service of the notice and 
this notice can curtail the 
time alltwed furnishing the 
voluntary return. In case the 
return of income is not fur¬ 
nished beftre October 1 
of the assessment year, 
the tax-payer is ordinarily 
liable to pay simple 
interest at 9 per cent per 
annum from October 1, to 
the date of furnishing of 
the return. Where, however, 
the total income of the 
assessee includes any in¬ 
come from business or 
profession, the previous 
year in respect of which 


skbiual. nuuvm jnumjsbk. 


expired after December 3l, 
of the year immediately 
preceding the assessment 
year, theintercst is recko¬ 
ned from January 1, in¬ 
stead of October 1, of the 
assessment year. In view 
of these previsions, an 
assessee can delay his re¬ 
turn of income far a period 
ranging from three months 
to almost six months with¬ 
out attracting any liability 
to pay interest for the 
period of delay. Further, 
under Section 140 A, where 
the tax payable on the basis 
of the return filed by an 
assessee exceeds Rs 500, the 
assessee is required to pay 
tax on the basis of self- 
assessment within 30 days 
of famishing the return. In 
case of default in paying the 
tax cn the basis of self- 
assessment within the time 
allowed, a penalty up to a 
maximum of 50 per cent of 


the amount of tax due is 
exigible. The effect of these 
provisions is that if an 
assessee furnishes his return 
of income within the time 
allowed under Section 139 
(1\ he is required to pay the 
tax due on the basis of the 
return within 30 days of 
famishing such return. If, 
however, he does not fur¬ 
nish tbs return within the 
time allowed but dalays 
it either after obtain¬ 
ing an extension from 
the Income-tax Officer or 
otherwise, he does not have 
to pay any tax on self-asscss- 
ment basis until he files the 
return. Further, where the 
return is due by June, 30, 
the assessee can delay it 
upto September 30, even 
without attracting any liabi¬ 
lity to interest fer delay in 
famishing the return. 'Where 
the assessee derives income 
from a business or profes- 
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sion and closes his accounts 
after December 31, of the 
previous year preceding the 
assessment year, the mum 
can be delayed upto Dece¬ 
mber 31, of the assess¬ 
ment year without' at¬ 
tracting any liability to 
interest. In view of this 
position, there is a tendency 
on the part of assessees not 
only to delay the returns of 
income up till the due date 
under Section 139(1' but 
also to request for exten¬ 
sion of time, sometimes, on 
frivolous grounds. 

The time limit for comple¬ 
tion of assessments has been 
reduced Grom four years to 
two years recently and with 
the introduction of the 
scheme of summary assess¬ 
ments, the pendency of 
arrear assessments has also 
been reduced considerably. 
It is, therefore, necessary 


Criterion W S 2504 . 
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in the interest of proper 
management of assessment 
work th .< the bulk of the re¬ 
turns are received early in 
the assessment year. 

With the twin objective of 
ensuring early receipt of re¬ 
turns and withdrawing the 
in-built incentive for delay¬ 
ing the returns, it is pro¬ 
posed to make the follow¬ 
ing modifications in the rele¬ 
vant provisions of the In¬ 
come-tax Act - - 

(i) Assessecs having in¬ 
come from business or pro¬ 
fession would be statutorily 
required to furnish returns 
of income voluntarily with¬ 
in four months (as against 
six months at present) of 
the close of the accounting 
year or by June 30. 
following that year, which¬ 
ever is later. (For all other 
categories of assessecs. the 
last date fer filing the re¬ 
turns of income will conti¬ 
nue to be June 30 regard¬ 
less of the accounting year 
adopted by them.) 

(ii) Interest for delay or 


default in famishing the re¬ 
turn of income will, in all 
cases, be charged from the 
expiry of the due date 
for Atrnishing such return 
Voluntarily under Section 
139(1). Thus, where the 
return is due by June 30, 
of any assessment year, but 
is not filed l n i r befere that 
date, interest will be char¬ 
ged from July 1, of that 
year. 

(iii) In keeping with the 
other provisions in the Bill 
increasing the rate of inte¬ 
rest chargeable from assess- 
ees or payable to them from 
9 per cent per annum to 
12 per cent per annum, the 
rate of interest for delay or 
default in furnishing the 
return will also be increased 
to 12 per cent per annum. 

38. These modifications 
will take effect from April I. 
1972. 

(Under the correspond¬ 
ing provision in the Wealth- 
lax Act, an assessec carry¬ 
ing on a business or 
profession is required to 


HERCULES INSURANCE COMPANY LTD. 

(Incorporated in India) 

Registered & Head Office : 

DANE HOUSE EXTENSION, FOURTH FLOOR, 
2/1, NORTH BEACH ROAD, MADRAS-1. 
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42, Maharshi Karvc Road. 
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2/1, North Beach Road, 
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Calcutta Branch : 
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Other Branches & Agencies : 

Amritsar * Ahmcdabad * Delhi * Lucknow 
Bangalore 4 Madurai * Mangalore 
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ALL CLASSES OF GENERAL INSURANCE 
BUSINESS TRANSACTED 


furnish the return of his 
net wealth before June 
30 of the assessment 
year or within the period 
prescribed under the In¬ 
come-tax Act f r furnishing 
the return of his total in¬ 
come, whichever is later. 
In view of the above modi¬ 
fications sought to be made 
in the Income-tax Act, the 
returns of net wealth in 
such cases will also become 
due on June 30, or with¬ 
in four months of the expiry 
of the relevant account 
year, whichever is later.) 

[(Clause 26 (a), (b) & (d)] 

39. Increase in the rate 
of interest chargeable from 
assessees, and also payable 
to assessees by government 
under the provision of the In¬ 
come-tax Act .—Simple inte¬ 
rest at 9 per cent per annum 
is chargeable from asse¬ 
ssees under certain previ¬ 
sions of the Income-tax Act, 
c.g., for failure to pay the 
tax dues within the time 
allowed under the notice of 
demand, short payment of 
advance tax, delay in fur¬ 
nishing return of income, 
etc. Likewise, assessees are 
entitled to receive simple 
interest from the central 
government at 9 per cent per 
annum of excess payment 
of advance tax and delay 
in issue of refund. It is pro¬ 
posed to increase the rate 
of interest chargeable from, 
or payable to 4 assessees un¬ 
der the various provisions 
of the Incc me -tax Act. from 
9 per cen per annum to 12 
per ccn per annum with eff¬ 
ect from April, , 1972. It is 
being specifically clarified 
that the proposed increase 
in the rate of interest will 
apply in respect of any peri¬ 
od falling after March 31, 
1972, also in those cases 
where the interest became 
chargeable or payable frem 
an earlier date. 

(Clauses 25,26 (d) (i) & 
60) 

40. Withdrawal of exemp¬ 
tion in respect of,gains arising 
from transfer of personal 
jewellery .—Under the pro¬ 
visions of the Inccme-tax 
Act, any profits or gains 


arising from the transfix' oi 
a ‘crpital asset are charge, 
able tc tax. The term ‘ctpj. 
tal asset, as defined in the 
Income-tax Act does not 
include* inter alia, pwnal 
effects, i.e. movable property 
including - wearing apparel 
jewellery and furniture held 
fer personal use by the 
assessec cr any member of 
his family dependent on 
him. In view of the specific 
exclusion of jewellery from 
the definition of ’capital 
asset,’ profits and gains 
arising from the transfer 
if jewellery held fir per¬ 
sonal use are not chargeable 
tt incc mc-tax. The exemp- 
ptii n if capital gams aris Of 
frim transfer of jewellery 
facilitates tax evasicn 
through bogus or inflated 
claims of sale cf jewellery 
for explaining moneys int¬ 
roduced in business. It is 
therefore, proposed to with¬ 
draw this exemption and to 
charge capital gains arising 
from the transfer of personal 
jewellery on the same basis 
as capital gains relating to 
assets other than lands or 
buildings. The term ‘jewell¬ 
ery’, is being given the same 
extended meaning as has 
been given to it under the 
Wca*th-tax Act and will 
therefore, include — (a) 
ornaments made if gild, 
silver, platinum or any other 
precious metal or any alloy 
containing one or more of 
such precii us metals, whe¬ 
ther or n^t containing any 
precious or semi-precious 
stone, and whether or not 
werked or sewn into any 
wearing apparel; (b) preci¬ 
ous or semi-precious stone, 
whether or not set in any 
furniture, utensil or othc- 
article and whether or no‘. 
worked or sewn into any 
wearing apparel. As it is not 
intended to levy any tax on 
capital gains arising from 
bona fide transfer of jewel¬ 
lery made for the purpose 
of acquiring any other jewel¬ 
lery for personal use it has 
been specifically provided 
, that where such jewellery is 
acquired within six months 
of the transfer r f any profits 
and gains arising from the 
, transfer will not be liable 
to tax if the whole of the full 
value of the consideration i 
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Development is proceeding in spite of 
the cultural attitudes, social institutions and 
political conflicts which sometimes 
seem to be such immovable barriers. . 

It is not a smooth, uninterrupted progression, 
to be sure; rather, growth appears more 
as a series of fits and starts. 

"And yet,” as Galileo is supposed 
to have said, "it moves1” 
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companies, including co¬ 
operative banks, land mort¬ 
gage banks and land de¬ 
velopment banks. 

(g) Deposits with approv¬ 
ed financial institutions en¬ 
gaged in providng long¬ 
term finance for industrial 
development in India. 

(h) Shares in a co-opara- 
tive society. 

(0 Deposits made by a 
member of a co-operative 
society with the society 
(other than deposits made 
with a co-oparative hous¬ 
ing society by a member of 
the society to whom a build¬ 
ing or part thereof is allotted 
or leased under a house 
building scheme of the so¬ 
ciety which are separately 
exempted from wealth-tax 
without any limit to the ex¬ 
tent such deposits have 
been made under the house 
building scheme of the 
society. 

It is now proposed to en¬ 
large this list so as to in¬ 
clude the Value of assets 


forming pait of an indust¬ 
rial undertaking belonging 
to the assoaSee, as also the 
value of Ids interest in the 
assets forming part of an 
industrial Undertaking be¬ 
longing to a firm or an asso¬ 
ciation of parsons of which 
the assessee is a partner or 
a member. Accordingly, in 
computing the exemption 
from wealth-tax up to Rs 
1,53,000, the value of these 
assets will also be taken into 
account. The value of any 
land or building or any 
rights in any land or build¬ 
ing or the value of assets of 
the industrial undertaking 
which are otherwise exempt 
from wealth-tax under 
Section 5 (1) _ of the 
Wealth-tax Act will, how¬ 
ever, not be taken into ac¬ 
count for the purposes of 
this exemption. “Industrial 
undertaking'’ for the pur¬ 
poses of this provision has 
been defined to mean an 
undertaking engagjcf in the 
business of generation or 
distribution of electricity 
or any other form of power 
or in the construction of 


ships or in the manufacture 
or processing of goods or in 
mining. This provision will 
take effect from April 1,‘ 
1973 and will, therefore^ 
apply for the assessment 
year 1973-74 and subse¬ 
quent assessment years. 

[(Clause 45 (a) (ti) & (ty.)] 

47. Concession in regard 
to holding period of exempt 
assets .— Under an existing 
provision in the Wealth-tax 
Ant, certain assets qualify 
far exemption from wealth- 
tax only if these are held 
by the assessee for a 
period of at least six months 
ending with th.- relevant 
valuation date. Some of 
these assets are: (i) De¬ 
posits in notified schemes 
framed by central govern¬ 
ment; (in government se¬ 
curities; (tii) shares in Indian 
companies; (iv) notified de¬ 
bentures; (V) units in the 
Unit Trust of India; (vi) de¬ 
posits with banking com¬ 
panies, co-operative banks 
etc. Jn the case of shares in 
a company, exemption from 
tax is available if the shares 
have been held from the date 
on which these were first 
issued even if the holding 
period is less than Six 
months. This restriction 
has been placed in order to 
prevent misuse of the tax 
exemption by changing in¬ 
vestments from non-exempt 
assets to exempt assets for 
a short period merely to 
obtain the benefit of the tax 
concession. This provision 
sometimes results in hard¬ 
ship even in bona fide cases 
of conversion of one cate¬ 
gory of exempt assets to 
another category of exempt 
assets. For example, an em¬ 
ployee receiving the balance 
to his credit in a recognised 
provident fund (which is 
exempt from wealth-tax) and 
depositing the amount in a 
bank may forfeit exemption 
from tax in respect of the 
amount merely because he 
has not been able to hold 
the bank deposit for a 
period of six months. In 
order to obviate hardship 
in such cases. Section 5 (3) 
of the Wealth-tax Act is 
being amended to provide 
that in computing the period 
of six months in relation to 
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any asset, in case where sue] 
asset was acquired by ti* 
assessee by conversion of, 
in exchange for, or with the 
proceeds of, or with the 
money constituting, .am 
other asset exempt from 
wealth-tax under sub-section 
(1) or sub-section (2) of the 
Wealth-tax Act, so much o( 
the period for which the 
assessee held such other 
asset as foils within the 
period of six months ending 
with the relevant valuation 
date, will also be taken 
into account- This relaxation 
will be available only if the 
assessee acquires the rele¬ 
vant asset within thi ty days 
after he ceases to hold the 
first asset. The concession 
under this provision will, 
however, not apply in the 
case of shares or securities 
held as stock-in-trade by 
the assessee for thopur poses 
of his business. 

48. These amendments 
will take effect from April 
1, and will, therefore, 
apply for the assessment 
year 1973-74 and subsequent 
years. 

[0 Clause 45 (c).] 

49. Forfeiture of exemption 
from wealth-tax in the case 
of public charitable or religi¬ 
ous trusts and institutions.— 
Income derived from proper¬ 
ty held under trust or other 
le-»al obligation for charit¬ 
able or religious purposes is 
exempt from income-tax 
to the extent such income is 
applied to such purposes or 
accumulated for being so 
applied in accordance with 
the provisions of the In¬ 
come-tax Act. Section 13 
of the Income-tax Act pro¬ 
vides for the forfeiture of 
the exemption from tax in 
the case of a trust or intitu- 
tion created or established 
after March 31, 1962, if 
under the terms of the trust 
or the rules governing the 
institution, any part of the 
income enures for the direct 
or indirect benefit of the 
author of the trust, founder 
of the institution, a sub¬ 
stantial contributor to 
the trust and their rela¬ 
tives, etc. In the case 
of a trust or Institution, 
whenever created or estab- 


RECORD GROWTH 
IN BANK DEPOSITS 

A RISE OF 30% IN DEPOSITS IN 1971 

Indicators of the all-round progress 
achieved by the Syndicate Bank in 1971: 


Deposits 

Advances 

No. of Deposit 

No. of Advances 

{In crores of rupees) 

Accounts 

Accounts 

1970 

168 122 

18,44,134 

3,71,555 

1971 

218 152 

22,19,300 

4,59,379 
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in 1971 

30.5% 23.8% 20.3% 
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The name that means a variety of 
products to a variety of customers. For 
farmers—farm tractors and implements. 
For construction engineers and indus- . 
trial u:rers—industrial tractors and 
cranes. For motorists—shock absorbers 
and piston assemblies. For office 
commuters and fun-lovers —motor¬ 
cycles and scooters. For rail-road 
people—automatic buffer couplers.' 
brake and suspension systems. For 
medical men—X-ray and radiological 
equipment. For exporters—a complete 
export service. Plus a host of products 
and services which take the Escorts 
name to almost every industry, every 
institution and every home. 
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PROBLEM: Money for industry SOLUTIONt MrtiMnk 


DANK OF MAHARASHTRA ha<i Scheme* to 
aid the Small Scale Industrialist — the person 
with ideas awaiting financial backing 

He comes to MAHABANK; feasibility of the 
Scheme is studied; plans come alive... another 
step is taken to progress. Ideas turn into con- 
Crete products. 

Interested in financiel eld for a small 
Industry ? 


For further details contact our nearest branch. 




On 17th April 1899...the day we were born, we lit our Altadin's 
lamp and changed the life of Calcutta...Gone were the 
old days of oil lamps and punkhaw3llas...ln cams power and 
energy from India's first steam station...our own Power 
Station at Emambag Lane...then from Ccssiporo Generating 
Station in 1912, Southern Generating Stntion in 1926, 
Mulajore Generating Station in 1939 and New Cossipore 
Generating Station in 1949...Every pulse beat of Calcutta is 
recorded at Victoria House...In 1899 wo sold 2 million 


units...this year 2600 million units thro TbO.OOO meters...We 
read a meter every second of the working day and we 
send out a bill every 1*6 seconds of the working day...Wo shall 
be here through the Seventies to supply as much power ay 
Calcutta ns want in their homes...in their factories...at their 
offices...We are proud of our past contribution to the 
development of Calcutta's domestic and industrial complex.. 

We are confident of meeting the challenge of the Seventies... s 
Greater Calcutta is assurod of a "lighter" and brighter future. 
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Iished, the exemption is for* 
fcited also where the trust 
income or property is used 
or applied during the role* 
vant year for the. direct or 
indirect benefit of such per¬ 
son. This disability does 
not apply in. the case of a 
trust or institution created 
or established before 
April 1,1962, if the use ofthc 
trust income or property is 
in compliance with a man¬ 
datory provision in the 
terms of the trust or rules 
governing the institution. 

30. Under Section 5 (1) (i) 
of the Wealth-tax Act, 
property held under trust 
or other legal obligation for 
any public purpose of a 
charitable or religious na¬ 
ture in India is exempt from 
wealth-tax. The Wealth-tax 
Act, however, does not con¬ 


tain any provision for the 
forfeiture of the exemption 
from - wealth-tax, on the 
lines of the aforesaid provi¬ 
sions in Section 13 of the In¬ 
come-tax Act. To provide 
a further deterrent to the 
misuse of the income or pro¬ 
perty of the trust or institu¬ 
tion by such persons, the 
provisions in the Wealth- 
tax Act are proposed 
to be brought in line 
with the provisions in the 
Income-tax Act. Accord¬ 
ingly, a new Section 21A 
is being introduced in the 
Wealth-tax Act to secure 
that where any part of the 
income of the trust or insti¬ 
tution enures for the direct 
or indirect benefit of the 
author of the trust, sub¬ 
stantial contributor, etc. or 
where any income or pro¬ 
perty of the trust or insti¬ 


tution is used or applied, 
directly, for the benefit of 
any such persons, the trust 
or institution will be liable to 
pay wealth-tax on the value 
of its entire property at the 
rate of 1.5 per cent or the 
rate applicable in the case 
of an individual, whichever 
is beneficial to the revenue. 
For the purposes of this 
provision, it has been speci¬ 
fically provided that any 
part of the property or in¬ 
come of a trust shall be 
deemed to have been used or 
applied for the benefit of 
any of the specified catego¬ 
ries of persons if it can be 
deemed to have been so 
used or applied within the 
meaning of clause (c) of sub¬ 
section (1) of Section 13 of 
the Income-tax Act at any 
time during the period of 
twelve months ending with 


the relevant valuation date. 

Where the trust funds are 
invested in any concern in 
which any of the specified 
p.TSons has a substantial 
interest, and the quantum 
of the investment does 
not exceed 5 per cent of 
the capital of the con¬ 
cern, the trust or ins¬ 
titution forfeits exemption 
from income-tax only in res. 
pect of the income arising 
from such investment and 
not its entire income. Simi¬ 
larly, exemption from 
wealth-tax in such cases, 
will be denied only in rela¬ 
tion tc such investment and 
other assets will continue to 
qualify for exemption. 

SI. The new Section2LA 
takes effect from April 1, 
1973 and will, therefore. 


YOU NAME IT... WE’LL SUPPLY IT! 

Machines are vital for industries. Southern Conduits manufacture a wide range 
of machines to suit your various needs . . . Get in touch with us. 



PLATE BENDING MACHINE PLATE CUTTING. MACHINE BILLET CUTTING MACHINE 

Capacity : 12 mm. thick plate Capacity; IT thick plate—single reduction Capacity; 5' Square M.S. Billets 

Up to 1800 mm. width 11* thick plate—double reduction 100 mm. thick M. S. 

Fabricated body 

Also Straightening & Polishing Machine (Capacity 1* to 3* dia rods in 18' to 
20* long—Sturdy design for rugged duty)—Conduit Pipes—Sugarcane Crusher- 
Chain Drive Sprockets—'V Belt Drive Pulleys—Gears of all types and sizes. 

SOUTHERN CONDUITS Mechanical Engineers 

C-16&17, Industrial Estate, Guindy, 

Madras-32. Phones: 801055 4 801056 

(We also undertake all types of Casting & Machining Jobs) 

MANAGING PARTNER : SUNDERLAL NAHATA 
Our Associates t South India Steal Rolling Mills, Madras. 

Dipak Industrial Associates, Madras._ moulo 








638 


easterneconomest 


apply in relation to assess¬ 
ments for the assessment 
year 1973-74 and subse¬ 
quent assessment years. 

{Clause 46) 

52. Increase in the rate 
of interest chargeable from 
or payable to assessees ,— 
Simple interest at 9 per cent 
per annum is chargeable 
from assessees on the 
arrears of tax due from t hem 
for the period of the default 
inpayment. Likewise,asses¬ 
sees are entitled to receive 
simple interest from the 
central government at 9 
per cent per annum on the 
amount of refunds due to 
them for the period of 
delay in the issue of 
refund beyond six months 
from the date of the 
order giving rise tc the re¬ 
fund. In line with a pr< - 
posed increase in the rate c f 
interest chargeable from, 
or payable to, assessees un¬ 
der the Income-tax Act, the 
relevant provisions of the 
Wealth-tax Act arc also pro- 
prosed tc be amended tc 


raise the rate of interest pro¬ 
vided therein from 9 per 
cent per annum to 12 per 
cent per annum with effect 
from April 1, 1972. It is 
being specifically clarified 
that the proposed increase 
in the rate of interest will 
apply ih respect of any peri¬ 
od falling after March 31, 
1972, also 'in those cates 
where the interest became 
chargeable or payable from 
an earlier date. 

{Clauses 47 and69) 

53. Extension of scope of 
tax treaties between the cettt- 
ral government and the 
government of a foreign 
country.- -Under existing 
previsions in the Wealth- 
tax Act, the central 
government is empowered 
tc enter intc an agree¬ 
ment with the government 
cf any foreign country 
for the avoidance or relief 
of double taxation with res¬ 
pect to wealth-tax payable 
under that Act and under 
the corresponding law in 
force in the foreign country. 


THE WESTERN INDIA PLYWOODS LTD., 

P.O. BAUAPATAM 

CANNANORH DIST., KERALA, INDIA. 

Telephones : Telegrams : 

36, 52. 74, 94 & 95 PLYWOODS 

BAUAPATAM BAUAPATAM 

ONE OF THE PIONELRS 

IN THE PLYWOOD INDUSTRY IN THIS COUNTRY 

TI1E WESTERN INDIA PLYWOODS LTD. 

Offers mulli range of Plywoods like : 

COMMERCIAL PLYWOODS, DECORATIVE 
PLYWOODS, MARINE AND AIRCRAFT 
PLYWOODS, FLUSH DOORS AND BLOCK BOARDS 

& 

HARDBOARDS LIKE : 

STANDARD HARDBOARDS, OIL TEMPERED IIARD- 
BOARDS, AND PERFORATED HARD BOARDS OF 
SUPERIOR QUALITY, 

Conforming to the respective 

IS : SPECIFICATIONS, 

and also 

VV IP WOOD AND WIPEX 

Our products arc manufactured with selected raw materials 
and under strict quality control by the highly qualified personnel. 

PLYWOODS AND HARDBOARDS ARE VERSATILE MA¬ 
TERIALS AND CAN BE USED FOR MULTI-PURPOSE 


On the lines of the amend¬ 
ments proposed to be made 
to the corresponding pro¬ 
visions in the Income-tax 
Act, the scope of these 
provisions is proposed to be 
enlarged to empower the 
central government to en¬ 
ter into agreement with the 
government of a foreign 
country also for enabling 
the exchange c f inft rmatic n 
for the prevention of eva¬ 
sion or avoidance of wealth- 
tax (including investigation 
of cases of such evasien or 
avoidance) and for recovery 
cf such tax in the treaty 
cc, untries. 

54. The new Section 228A 
relating to the recovery of 
tax in pursuance of agree¬ 
ments with foreignco untries, 
proposed to be inserted in 
the Income-tax Act under 
Clause 39 of the Bill, is also 
proposed to be applied to 
the Wealth-tax Act. 

0 Clauses 48 and 49.) 

55. Powers to mage rules 
for admission of additional 
evidence. —At present, an 
Appellate Assistant Com¬ 
missioner of Wealth-tax has 
a wide and unrestricted dis¬ 
cretion in regard to ad¬ 
mission of evidence which 
is not produced by the as¬ 
sesses before the Wealth-lax 
Officer but is produced for 
the first time in the course 
of the appellate proceed¬ 
ings. With a View to regulat¬ 
ing the admission of such 
additional evidence, the 
Central Board of Direct 
Taxes is being empowered 
to prescribe in the Wealth- 
tax Rules, the circumstances 
■n which, t he conditions sub¬ 
ject to whichandthc manner 
in which the Appellate As¬ 
sistant Commissioner of 
Wealth-tax may permit the 
appellant to produce evi¬ 
dence which he did not pro¬ 
duce or which he was not 
allowed to produce before 
the Wealth-tax Officer. 

{Clause 51) 

56. Ctarificatory amend¬ 
ment regarding application 
of wealth-tax in certain 
cases .—Certain entities enu¬ 
merated in Section 45 of the 
Wealth-tax Act have been 


April Vtoj] 

exempted from wealth-tax. 
It is proposed to amend this 
section to ohtrify that while 
- wealth-tax is not to be levied 
id respect of the not wealth 
of the entities enumerated 
in this section, the applica¬ 
tion of the other provisions 
of the Act (e.g., calling for 
evidence from such entities) 
will not be barred. This 
amendment takes effect fire m 
April I, 1972. 


[(Clause 50(a)] 

PROPOSED AMEND¬ 
MENTS to The gift- 
tax ACT, 1958 

57. Increase in the rate of 
interest' chargeable from 
or payable to assessees .— 
Simple interest at 9 per cent 
per annum is chargeable 
fre m assessees on the arrears 
cf tax due from them for 
the period of default in 
payment. Likewise, assesses 
are entitled to receive sim¬ 
ple interest from the central 
government at 9 per cent 
psr annum on the amount 
of refunds due to them for 
the period of delay in the 
issue cf refund beyond six 
months frem the date of the 
i rdcr giving rise to the re¬ 
fund. In line with the pro- 
pt sed increase in the rate of 
interest chargeable from, or 
payable to, assessees under 
the Income-tax Act and the 
Wealth-tax Act, the relevant 
provisions of the gift-tax 
arc also proposed to be 
amended to raise the rate of 
interest provided therein 
from 9 per cent per annum 
to 12 per cent per annum 
with effect from April 1, 
1972. It is being specifically 
clarified that the proposed 
increase in the rate of inte¬ 
rest will apply in respect of 
any period falling after 
March 31, 1972, also in 
those cases where the inte¬ 
rest became chargeable or 
payable from an earlier 
date. 


(Clauses 52 and 60) 

58. Extension of scope of 
tax treaties between the cent¬ 
ral government and the go¬ 
vernment of a foreign coup 
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What will it require in the 80 s ? 



Our advance planning is finding out the 
answer-right today. 


Indian 

industry 


INDIAN OXYGEN 


m 


A part of IOL is always a few steps ahead 
of the needs of Indian industry. That 
part represents the men who are busy 
working out today the role IOL will be 
called upon to play in tomorrow s India. 
This involves a close-up and all-round 
scrutiny of the current needs and from 
there, projections into the future. The 
new industries that will come up, the 
existing industries which will boom and 
diversify and those that will totally 
change And finding out their needs today 
will enable IOL to give the required 
products and services tomorrow 
IOL has always geared its resources 
and talents to the needs of industry in 
the past. 

And for. the 80s. IOL is ready and willing 
to meet the requirements of Indian' 
industry right from now. 
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try .— Under an existing 
provision in the Gift* tax 
Act, the central govern¬ 
ment is empowered to en¬ 
ter into an agreement with 
the Government of any fo¬ 
reign country for the avoid¬ 
ance or relief of double axa- 
tion with respect to gift-tax 
payable under that Act and 
under the corresponding law 
in force in the foreign coun¬ 
try. On the lines of the 
amendments proposed to be 
made to the corresponding 
provisions in the Income- 
tax Act, the scope of these 
provisions is proposed to be 
enlarged to empower the 
central government to enter 
into agreement with the go¬ 
vernment of a foreign coun¬ 
try also for enabling the ex¬ 
change of information for 
the prevention of evasion 
or avoidance of gift-tax 
(including investigation of 
cases of such evasion or 
avoidance) and for recovery 
of such tax in the treaty 
countries. The new Section 
228A relating to recovery 
of fax in pursuance of agree¬ 
ments with foreign coun¬ 


tries proposed to be inserted 
in the Inco&e-tax Act under 
Clause 39 pfthe Bill, is also 
proposed to be applied to 
the Gift-tax Act. 

(Clauses 53 and 54) 

59. Exemption of gifts 
made by charitable or reli¬ 
gious institutions or funds.- 
Section 4S (e) of the Gift- 
tax Act excludes from the 
purview of that Act any 
gifts made, inter alia , by an 
institution or fund, the in¬ 
come whereof is exempt 
from income-tax under Sec- 
. tion 11 of the Income-tax 
Act. Under an amendment 
made to the Gift-tax Act 
threugh the Finance (No. 2) 
Act, 1971, it has been pro¬ 
vided that a charitable insti¬ 
tution t r fund will not for¬ 
feit the exemption from gift- 
tax in respect of gifts made 
by it merely because — (a) 
subsequent to the gift, any 
income of the institution or 
fund becomes chargeable to 
income-tax due to ncn-com- 
plian-'* with any of the pro¬ 
visions of Section 11 of the 


Income-tax Act relating to 
application c f income during 
the accounting year it felf; 
or (b) the institution or fund 
forfeits exemption in res¬ 
pect of a part of its income 
which arises from invest¬ 
ments made in a concern 
in which the founder of the 
institution or fund or his 
relatives have a substan¬ 
tial interest, where the 
aggreagate of the funds in¬ 
vested by the institution or 
fund in such a concern does 
not exceed 5 per cent of the 
capital of that concern. 

60. Section 12 of the In¬ 
come-tax Act has been 
substituted by two new Sec¬ 
tions 12 and 12A- As al¬ 
ready explained, the effect 
of the substitution of Sec¬ 
tion 12 is that voluntary 
contributions received by 
charitable or religious trusts 
or institutions will qualify 
for exemp ion from in¬ 
come-tax only if the condi¬ 
tions spscifled in section 11 
regarding application of in¬ 
come or accumulation there¬ 
of are satisfied also in re¬ 
late n to such income by 
way of voluntary contribu¬ 
tions. Further, ihe trust or 
insiitution will forfeit 
exemption from ,ax in res- 
p;ct of its entire income if 
any port of its income entires 
or any pirt of its income or 
p-opjny is used or applied 
directly or indirectly for 
the benefv of the author of 
the trust, founder of the 
institution, a pjrson who 
has made a substantial cont¬ 
ribution to the trust and ins- 
titu.ion, the relative of such 
author, founder, etc. The 
new section 12 A provides 
that exemption frem income 
tax in respdet of income 
derived from property or 
by way of voluntary contri¬ 
butions by charitable or reli¬ 
gious tru s or institutions 
will be available only if (a) 
the trust or institution app¬ 
lies for its registration to the 
Commissioner of Income- 
Tax within the spreified per¬ 
iod, and (b) where the total- 
income of the trust or insti- 
tut'on (without giving effect 
to the p ovisions of Sections 
11 and 12) exceeds Rs 25,000 
in any p-evious year, the 
accounts of the trust or 


institution for that year hav 
been audited by a charters 
accountant or any other 
. accountant entitled to be 
' appointed as an auditor of] 
companies. 

61. In view of these chan¬ 
ges in the Income-tax Act, 
Section 45 of the Gift-tax 
Act is also being amended 
to provide that a charitable 
inatituticn or fund will not 
forfeit exemption from gift 
tax in respect of gifts made 
by it merely because (a) sub¬ 
sequent to the gift any in 
come of the institution or 
fund by way of voluntary 
contributions becomes char 
geable to income-tax due to 
non-compliance with the 
provisions of the substituted 
Section 12 ofthe Income-tax 
Act; or (b) the institution or 
fund is denied exemp:ion 
rom income-tax by reason 
of the non-fulfilment ofthe 
conditions in the new Sec¬ 
tion 12 A relat'ngto the fil¬ 
ing of an application fori 
registration with the Com¬ 
missioner of Income-tax or 
the audit of the accounts of 
the institution or fund by a 
chartered accountant, etc., 
or the institution or fund 
forfeits exemption in res¬ 
pect of its income by way 
of voluntary contributions 
on the ground that the 
ftuids of the institution or 
fund have been invested in a 
prohibi*ed concern provi¬ 
ded, however, the investment 
in such concern does not 
exceed 5 per cent of its 
capital. 

(Clause 55) 

62. Powers to make rules 
for admission of additional 
evidence .—At present an 
Appellate Assistant Com¬ 
missioner of Gift-tax has a 
wide and unrestricted dis¬ 
cretion in regard to admis¬ 
sion of evidence which is 
not produced by the asses- 
see before the Gift-tax 
Officer but is produced for 
the first time in the course 
of the appellate proceed¬ 
ings. With a view to regu¬ 
lating the admission of such 
additional evidence, the 
Central Board of Direct 
Taxes is being empowerd to 
prescribe in the Gift-tax 


YOU CAN BANK ON 
THE HIN0U8TAN COMMERCIAL BANK LTD. 

Regd. Office: 

(59/29. Kasturba Gandhi Road, Kanpur) 

For All Your Banking Needs 

1. Attractive rates of interest on deposits. 

2. Advances to Agriculturists, Small Scale Indus¬ 
trialists, Transport Operators, Self-employed 
Persons. Professionals, etc. on convenient 
terms. 

S. N. AHUJA 

Chairman 
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Rules, tho circumstances in 
which, the.conditions sub* 
ject to which and the man¬ 
ner in which the Appellate 
Assistant Commissioner 
of Gift-tax may par- 
mit the appellant to pro¬ 
duce the evidence which he 
did not produce or which 
he was not allowed to pro¬ 
duce before the Gift-tax 
Officer. 

(Clause 56) 

PROPOSED AMEND¬ 
MENT TO THE COMPAN¬ 
IES (PRO'TTS) SURTAX 
ACT, 1964 

63. Extension of scope of 
tax treaties between the 
central government and 
the government of a foreign 
country. —Under the exist¬ 
ing provisions in the Com- 
f anics (profits) Surtax Act, 
the central government is 
empowered to enter into an 
agreement with the govern¬ 
ment of any foreign country 
for the avoidance or relief 
of double taxation with res¬ 
pect to surtax payable un¬ 
der that Act and a similar 
tax under any correspond- 
in lawin force in the foreign 
country. Onthcjines oftne 
amendments i rof osed to 
be made to the correspond¬ 
ing provisions in the In¬ 
come-tax Act, the scof e of 
these provisions is proposed 
to be enlarged to empower 
the central government to 
enter into agreement with 
the government of a fo¬ 
reign country also for en¬ 
abling the exchange of in¬ 
formation for the preven¬ 
tion of evasion or avoidance 
ofsur-tax (including investi¬ 
gation of cases of such eva¬ 
sion or avoidance) and for 
recovery of such tax in the 
treaty countries. The cen¬ 
tral government will also 
be empowered to make pro¬ 
visions for inmplemeniing 
the agreement by the issue 
of a notification in the 
Official Gazette. 

(Clause 57) 

64. Powers to make rules 
for admission of additional 
evidence. —With a view to 
regulating the admission of 
evidence which is not pro¬ 
duced by a company before 


the Income-tax Officer but 
is produced for the first 
time in the course of the 
appellate proceedings be¬ 
fore the Appellate Assistant 
Commissioner of Income- 
tax, the Central Board of 
Direct Taxes is being em¬ 
powered to prescribe in the 
Companies (profits) Surtax 
Rules, the circumstances in 
which, the conditions sub¬ 
ject to which and the manner 
in which the Appellate 
Assistant Commissioner 
may permit the apellant to 
produce evidence which 
was not produced or which 
was not allowed to be pro¬ 
duced before the Income- 
tax Officer. 

(Clause 58) 

CUSTOMS DUTIES 

The proposals include — 

(a) Revision of the rates 
of regulatory duties of cus¬ 
toms imposed with effect 
from 13th December, 1971 
so as to subject (i) articles 
liable to a basic effective duty 
of customs at the rate of 100 
per cent ad valorem or more 
and a few other selected 
items to a regulatory duty 
of 10 prr cent ad valorem, 

(ii) articles liable to a basic 
effective duty of 60 per cent 
or more but less than LOO 
per cent to a regulatory duty 
of 5 per cent aa valorem and 

(iii) all other articles (with 
the exception offoedgrains, 
books and certain special 
categories) to 2 1/2 per cent 
ad valorem. This measure 
is expected to yield an addi¬ 
tional revenue of Rs 863 
lakhs per annum. 

(b) Rationalisation of the 
rates of duty under Item No 
22 (5)(b) I.C.T. (Drugs and 
Medicines containing spirit) ‘ 
and 28 (28)(b) I.C.T. (cer¬ 
tain vitamins and vitamin 
preparations) consequent 
on the elimination of the 
margin of preference as a 
result of thf country’s com¬ 
mitments under the General 
Agreement on Tariffs and 
Trade. 

(c) Continuance up to 
15th May, 1973, in a modi¬ 
fied form, of the enabling 
provision for the levy of 


regulatory duties of customs 
similar to the provision in 
section 4 of the Finance 
Act, 1971 and 

(d) Additional revenue 
amounting to Rs 1340 lakhs 
par annum is also expected 
from additional (counter¬ 
vailing) duties consequent 
on the changes in Central 
Excise duties except in res¬ 
pect of iron and steel items 
(including tin plate and 
sheets) which are being ex¬ 
empted from the additional 
(countervailing) duty corres¬ 
ponding to the increase in 
excise duties on these arti¬ 
cles. 

Details of this arc given 
in the Table below: 


S. Item(s) in the Custom: 
No Tariff Schedule 


1. 27(4)(a) 

2. 28, 28(8), 35 and 35(1) 

3. Various 


(e) Continuance up to 
the passing of the Finance 
Bill, 1972, of the regulatory 
duties of customs levied 
under the Finance Act. 1971 
and in force immediately 
before the 18th March, 1972, 
subject to any exemption 
notifications. 

There will be a net in¬ 
crease in customs revenu; 
ofRs 2200 lakhs per annum. 

(Clauses 61 and 62) 

The provisions of the 
Indian Tariff (Amendment) 
Act. 1.949 are being conti¬ 
nued for another year so as 
to maintain the status quo in 
regard to commitments un¬ 
der the General Agreement 
on Tariffs and Trade. 

(Clause 63) 

CENTRAL EXCISES 

Section 35 of the Central 
Excises and Salt Act, 1944 


confers a right of appeal to 
a person aggrieved by any 
decision/order passed by 
any Central Excise officer 
under the said Act or the 
Rules made thereunder. 
Similarly any person agg- 
rie\ ed by any appellate order 
is entitled to file an appli¬ 
cation for revision to the 
Central Governent under 
section 36 of the said Act. 
There is, however, no corres- 
pending power with the 
Central Board of Excise and 
Customs/Central Govern¬ 
ment to revise of its own 
motion such original or 
appellate orders/decisions 
even where such decisions 
or orders are incorrect, 
improper oi illegal. Such 
incorrect, illegal or impro- 


Brief description Additional 
of goods revenue psi 

annum 
(Rs lakhs) 


Kerosene 480 

Fertilisers 600 

Others 260 

Total: 1340 


per orders have in mo»t czses 
fnrncial implications in¬ 
volving large sums of reve¬ 
nue. It is there ft re proposed 
to confer powers of revision 
of its own motion or other¬ 
wise on the Central Board 
of Excise and Customs and 
the Central Government. 
It is, however, being provi¬ 
ded that where a decision 
or order in such revision is 
likely to be varied so as to 
prejudicially affect any per¬ 
son, a reasonable opportu¬ 
nity of making a represen¬ 
tation and, if he so desires, 
of being heard in his def nee 
is given before such an or¬ 
der is passed. It is also b ing 
provided that after the ex¬ 
piration of a period of one 
year from the date of a deci¬ 
sion or order, no such revi¬ 
sion proceeding shall be 
commenced in respect of 
that decision or order. It 
may be added that provi¬ 
sions for revision exist in 
allied laws such as Customs 
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GNUS 

Ik best brakes 
to the world 
now made ie India 


^ Foundation brake equipment of well* 
known Girling types and designs—known 
as Ike best brakes in the world—is now 
manufactured at Paul near Madras by 
Brakes India I.t-d., a member of the TVS 
group of companies, in collaboration with 

Girling Ud., UX 
Almost all commercial vehicle and 
passenger car manufacturers with whom 
road safety ranks very high are already 
using Brakes India equipment in their 

vehicles. 

You are safe with BI-GIBLING Brakes and 
[Genuine BI-Girling spares. 



fO»M HWfj/ 


Padi. Madras.50 
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Act, 1962 and t&e Gold 
(Control) Act, 1968. 

[Clause 64 (a) a id (6)] 

A. UNION EXCISE DU¬ 
TIES 

General Note:— 

(1) The Serial No. in 
Column (2) refers to the 
Serial No relating to the 
Tariff Item as it appears in 


Part I or Part II of the 
Third Schedule. For the 
sake of convenience, the 
Part number has been shown 
first and tho Serial No. in 
that Part immediately there¬ 
after in brackets. Thus, c.g. 
“I (i)” refers to Serial num¬ 
ber (i) in Part I of the Third 
Schedule. 

(2) The “Existing" rate 
of duty as shown in Column 


(6) includes tho rate of spe¬ 
cial duty of excise, wherever 
leviable, as merged with the 
rate of basic duty of excise. 
For the sake of reference, 

a.v. =ad Valorem 
k g —Kilogramme 
KL —-Kilolitre 

MT —Metric tonne 
L -Litre 

Q —Quintal 


items, liable to special duties 
of excise have been marked 
with an asterisk. 

(3) Abbreviations used:— 

Rs —Rupees 

Re = -Rupee 

P — Pa i sc 

SM —Square Metre 

mm. --Millimetre 


S. No. S. No. Tariff Commodity 

in item 

Schedule No. 

to the 
Finance 
Bill 


Unit Rate of duty Estimated 

-- additional 

Existing Proposed revenue in 
(Basic) one full 

year 

(Rs. lakhs) 



4 


5 6 


7 


8 


(1) 

«U) 

1-D 

(2) 

I(iii) 

2(1) 

(3) 

Kiv) 

4-1 

(4) 

T(iV) 

411(2) 

(5) 

I( i) 

7 

(6) 

I(x) 

11 


Aerated Waters 10% a.v. 20%a.v. 1.65 

This is a revenue measure. The effective rate for Aerated Waters which do not contain 
blended flavouring concentrate remains' unchanged and where they arc dutiable the 
levy is maintained at the existing rate of 1.0 % a.v. (by notification). 

Coffee, cured* Q Rs. 102' Rs. 100 (—) 5 

The existing concessional rate far Coffee of tho varieties known as Robusta, Liberia, etc. 

would remain at the present aggregate effective duty of Rs. 66/- per Q. 
Unmanufactured tobacco.* 

(Sec SI. No. (57) under ‘C’ —Additional Excise duties in lieu of Sales 


Cigarettes.* 

(See SI. No. (58) under ‘C 
Kerosene 

Effective rate (by notification) 


Tax.) 

—Additional Excise duties in lieu of Sales 
Tax.) 

KL Rs/ 235 Rs. 300 298L 

KL Rs. 225.25 Rs. 285 


This is a revenue measure. 

Asphalt, Bitumen and Tar 30 % a.v. Rs. 100 per 240 

MT. 


(7) 


( 8 ) 


HO*) 


Note : 
Il(iii) 


1IA 


Effective rates (by notification). 
(1) Straight grade Bitumen/ 
Asphalt 

(a) packed in drums 

(b) in bulk 

(?) Cut back Bitumen/A.sphalt 
(packed in drums). 

(3) Tar 

This is a revenue measure. 
Petroleum products, N.O.S. 

(1) Mineral turpentine oil 

(2) Liquefied petroleum gas 
(LPG) 

(3) Waxes 


MT Rs. 39.51 Rs. 60.Cl 

MT Rs. 15.50 Rs. 25.00 

MT Rs. 36.04 Rs. 55.00 

Nil (as at present) 


No change 
No change 

20% a.v. 20% a.v. 

plus Rs. 2v.t 
per MT 


(4) Others 


No change 


\ -- ’ 

-This is a revenue measure applicable only to Petroleum waxes. The effective rates for the 
ducts falling under this Item remain unaltered. 

11B Blended or compounded Lubri- The tariff description is pro- 

cating oils and greases. posed to be amended so as 

to include lubricating oils 
which arc obtained by 
straight blending and with¬ 
out any other added ingre- 

ffients. 


90 


other pro- 
500 


This is a revenue measure. 
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1 

2 

3 

P) 

I(xi) 

12 

(10) 

I(xii) 

14 


4 5 6 7 8 

V'g'Hablc non-essential oils MT Rs. U.0.25 Rg. U30.00 (—)16 

This is a measure of relief that is incidental to tho rationalisation of the rate of duty on 
processed V. N. E. oils. 


Rs. 23.70 


200 


Rs. 30.00 


Paints & Varnishes* 

1(1) (i) Zinc oxide, red lead, Q 

white lead, etc. 

(ii) Aluminium paste 0 

(2) Dry colours Q 

(3) (i) Dry distemper Q 

(ii) Oil bound distemper Q 

(iii) Water pigment finishes L 

(iv) Plastic emulsion paints L 

(4‘) (i) Tinting paste (blur) Q 

(ii) Stiff paints Q 

(iii) Ready mixed paints and L 

enamels. 

(4A) Dispersed organic pig- Q 

ments used for printing 
of textiles, etc. 

(5) Pigm nts, colours, Q 

paints and cnamols, 

N.O.S. 

L 

11 (i) Varnishes L 

(ii) Bituminous and coal- L 

tar blacks. 

Ill (i) Nitrocellulose lacquers L 

clear and pigmented, 
and ancillaries, in liquid 
form. 

(ii) Nitrocellulose ancilla- Q 
rieS in semi solid and 
pasty forms. 

(iii) Cellulose lacquers, L 

N.O.S. 


Rs. 90.00 

Rs. 1.00.00 

Rs. 20.70 

Rs. 25 .00 

Rs. 20.70 

Rs. 25.00 

Rs. 36.60 

Rs. 40.00 

50.4 P 

50 P 

Rs. 1.26 

Rs. 1.50 

Rs. 90.00 

Rs. 100.00 

Rs. 23.40 

Rs. 30.00 

78 P 

Re 1.00 

Rs. 30.000 

Rs. 300.10 

Rs. 20.73 

Rs. 31.00 
(if other than , 
liquid form) 

67.2 P 

Re. LOO 

(i) in liquid form) 

42 P 

50 P 

21.60 P 

25 P 

Rs. 1.80 

Rs. 2.50 


Rs. 60.00 

Rs. 100.00 

Rs. 1.68 

Rs. 2.50 


Note (1) Different effective rates which have been prescribed (by notification) for different varieties of paints 
and varnishes bused on the quantums of clearances have been suitably revised. 


(2) The present exemption in favour of roller coating compositions has been withdrawn. 
This is a revenue measure. 


(10 

I(XV) 

14D 

Synethciic organic dyestuff** 

This is a icvcnuc measure. 

1 5 % n.v. 

20 % a.v. 

240 

(12) 

I(xv) 

14DD 

Synthetic organic products (Op¬ 
tical bleaching agents). 

15%a.v. 

20%a.v. 

23 

(13) 

l(xvii) 

14HH 

Fertilisers 

This is a revenue measure. 

10%a.v. 

15% a.v. 

1250 

(H) 

I(Xviii) 

15 

Soap* 



f—)30 




l( 1) Hoisehold and laundry 

7.8% a.v. 

10% a.v. 





(2) Others 

15% a.v. 

20 % a.v. 





11 Soap produced without the 

7.8% a.v. 

10% a.v. 



aid of power. 


Note :—(1) The present aggregate effective rates for all types of soap (including household and laundry soap) 
continue unchanged. 

(2) Soap manufactured without the aid of power continues to be totally exempt from duty. 

(3) To encourage the increased utilisation of certain minor oils (Ncem, karanj, kusum and sal) in the 
manufacture of soap, the existing rebate system is being further liberalised (by notification). 

(4) It is also proposed to grant relief in duty (by notification) on soap using over 15%'of rice-braf) 
oil in the total oil-content. 

The measures indicated at (3) and (4) above are expected to reduce the pressure on 
usage of imported tallow and other oils in soap manufacture. 
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BUSES DON’T RUN ON FUEL ALONE 

Tickets are necessary to keep our buses running. And also to get MORE 
buses to serve you more. 

REMEMBER—nothing but TICKETS I 

Yes, you do buy them. But does everybody? Influence the others—and ensure 
that they, too, co-operate. 

In fact, It's part of YOUR responsibility. After all, MSRTC Is a public 
enterprise. It's YOURS I 

Keep the HONESTY running—inside the buses I 

"PLEASE DESTROY THE TICKETS AFTER ALIGHTING" 

MSRTC —A SERVICE EVER ON THE MOVE I 

MYSORE STATE ROAD TRANSPORT CORPORATION 

“Transport House" 

Shantinagar, 

BANGALORE-27 




Quality-wise 


ALIND gives you the best! 


Conductor grade aluminium rods 

ACSR (Aluminium Conductors Steal Reinforced) 

AAC (All-Aluminium Conductors) 

Conductor accessories b tools 
High-tensile galvanised steel core wire 
Stay-wire 
Earth-wire 

Insulated aluminium cables 

Solidal cables for underground power distribution 


Wire-drawing machines 
(Far ferrous and non-lerrous items) 
Wire-stranding machines 
(Tubular 6 Planetary) 

Laying-up machines 

Telephone cable atsemblmg machines 

Caterpillar Capstans 

Sector-shaping units 

Bunching-machines 

Other encillery equipment 


-| THE AUMMUM INDUSTRIES UNITED 

ft ( Read. Office: Kundara, Kerala) 

y Consultancy £r Engg. Services Division 
-J 11 A/1, Mount Road, Madras-2 


HV Switchgear 
Instrument transformers 
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WHERE WOULD YOU RATHER BE ? , 

Your business is industry. 

FOR THAT YOU NEED INFRASTRUCTURE— 
land, water, power, roads and what have yon. 

THEN YOU LOOK FOR INCENTIVES 
—in hard cash, by way of subsidies. 

AND THEN THERE ARE THE INTANGIBLES— . 

Which go under the name of ‘Climate’. 

They include: 

* favourable industrial setting 

* sincere, co-operative labour 

* helpful officialdom—willing to go all the way with you 

* And above all—the people 

* warm and hospitable! 

There is a place which has all this—and more! 

come: to where the atmosphere is 
come: TO ANDHRA PRADESH 
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(15) ' 


( 16 ) 


(17) 


(18) 


! l(xbc) 15A Artificial or synthetic Resins 

and plastic materials and arti¬ 
cles thereof* 

(1) Artificial or synthetic resins 
and plastic materials in any 
form.... 

(2) Articles made of plastics, 
all sorts. 

(3) polyurethane foam 

(4) Articles made of polyure¬ 
thane foam. 


217 


36% a.v. 40% a.v. 

36% a.v. 40% a.v. 

48% a.v. 50% a.\. 

48% a.v. 50%a.v. 


Note 'The aggregate effective concessional rate of duty (as a consequence of the merging of special excise 
duty with the basic duty), as fixed by notification for a few varieties of plastic materials and articles 
(such as rigid and flexible plastic sheeting, sheets, films, etc., maleic and phenolic resins, cellulose acetate 
used for making acetate yarn etc.) remain unchanged. 


I(xx) 16 Tyres* 

(1) Tyres far motor vehicles 48%a.v. 50% a.v. 

(2) All other tyres 18% a.v. 20%a.v. 


Note (1) Cycle tyres and tubes and tyres for animal-drawn vehicles continue to be wholly exempted. 

(2) Exemption to smaller manufacturers of tyres (by notification) continues. 

(3) The effective rate in respect of tyres for tractorshas been revised from 18 % a. v. to 20 % a.v. 


I(xxi) 16 


I(xxii) 17 


Rubber products* 

(1) Latex foam sponge 

(2) Plates, sheets, strips, etc. 

(3) Piping and tubing 

(4) Transmission, conveyor 
or elevator belts and belt¬ 
ings. 

Paper, all sorts* 

(1) Cigarette tissue 

(2) Blotting, toilet, target, tele¬ 
printer, typewriting, mani¬ 
fold, bank, bond, etc. and 
parchment board, coated 
board, cto. 

(3) Printing and writing paper, 
packing and wrapping pa¬ 
per, etc. 

(4) All other kinds of paper 

J Effective rates 

(a) Varieties of paper other 
than board of a substance 
of 40 gms. or more but not 
exceeding 45 gms. per sq. 
metre falling under Item 
17(2). 

(b) Pressed jute-felt sheets 

(o) Paper and board falling 
under Item 17(3). 

(d) Corrugated boards manu¬ 
factured out of duty-paid 
paper, board, etc. 


48% a.v. 50% a.v. 

3(%a.v. 30%a.v. 

18% a.v. 20% a.v. 

18% a.v. 20% a.v. 


Kg. 

Kg. 

Rs. 1.20 

60 P 

Rs. 2.00 
Re. 1.00 

Kg. 

42 P 

50 P 

Kg. 

60 P 

Rc. 1.00 

Kg. 

42 P 

45 P 

Kg. 

Kg. 

42 P 

42 P 

45 P 

45 P 

Kg. 

8.4P 

10 P 


68 


500 


Note (1) Printing and writting paper of a substance not exceeding 75 gms. per sq. metre (commoner varie¬ 
ties) continue to pay the existing effective rate of 15 P per Kg. 

(2) Hand made paper and boards. Newsprint and paper intended for printing of text books or other 
books of general interest continue to be totally exempt from excise duty. 
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(3) Straw board and millboard which are mainly produced in the small sector continue to pay the 
present effective rates of duty. 


(19) 


W(iv) 


18 Rayon and synthetic fibres and Kg. Rs. 60.00 

yam*. 

EJJective rales [by Notification ) 

1. Staple fibre 


Rs. 6b . OO (—)950 


Kg. 


(i) of cellulosio oiigin 

(ii) off non cellulosic origin 

(a) acrylic fibre 

(b) polyester fibre of not 
more than 2 dcniers. 

(c) Others 

2. Rayon and synthetic yarn 
consisting entirely of cellulo¬ 
sic derivatives oi regenerated 
cellulose or both— 

(i) below 75 deniers 

(ii) 75 deniers and above 
but below 100 deniers 

(iii) 100 deniers and above 
but below 120 deniers 

(iv) 120 deniers and above 
but below 150 deniers 

(v) 150 deniers and above 
but below 350 deniers 

( vi) 350 deniers and above 
but below 1100 deniers 

( vii) Above 1100 deniers 


Kg. 


Re. 1.00 

Rs. 6.00 
Rs. 33.33 

Rs. 28.00 


(Rs. 11.40) 
Rs. 9.8C 
Rs. 7.40 
(Rs. 7.25) 
Rs. 5.25 
(Rs. 5.25) 
Rs. 4.35 
(Rs. 3.45) 
Rs. 3.75 
(Rs. 3.15) 
Rs. 2.50 
(Rs. 2.50) 
Rs. 2.00 
(Rs. 2.00) 


Re. 1.0C 

Rs. 6.00 
Rs. 35.00 

Rs. 30.00 


No change 


Norn •- -Figures in brackets show the duty payable by manufacturers whose clearances of cellulosic fibre am 
cellulosic yarn (viscose yarn and acetate yarn) taken together in 1966-67 did not exceed 36.5 lakh kilo 
grammes). 


3. Other synthetic yarns 
(a) Polyamide (nylon) yarn 


Kg. 


(i) below 30 deniers 

Rs. 30.00 

Rs. 35.00 

fii) 30 deniers and above but 
below 75 deniers 

Rs. 28.00 

Rs. 30.00 

(iij) 75 deniers and above 
but below 90 deniers. 

Rs. 24.00 

Rs. 25.00 

(iv; 90 deniers and above 
but below 150 deniers. 

Rs. 20.00 

Rs. 20.00 

(v) 150 deniers and above 
but not above 750 de¬ 
niers. 

Rs. 8.00 

Rs. 8.0C 

fvi) Above 750 deniers 

Other than Polyamide (nylon) Kg. 
yarn 

Rs. 4.00 

Rs. 4.00 

(i) below 30 deniers 

(ii) 30 deniers and above 
but below 75 deniers. 

Rs. 38.00 

Rs. 40.00 

Rs. 33.00 

Rs. 35.00 

Mii) 75 deniers and above 
but below 100 deniers. 

Rs. 20.00 

Rs. 25.00 

(iv) 100 deniers and above 
but hot above 750 de¬ 
niers 

Rs. 16.00 

Rs. 20.00 

(v) Above 750 deniers 

Rs 4.00 

Rs 5.00 
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MMTC is exporting one tonne of iron Ore 
every alternate second-converting tough 
rocks into gold; The superiority of Indian 
Ore is now established in foreign markets. 
With the mechanization in ore handling and transport, the MMTC has effected 
a record performance during 1970-71. The total turnover is well above Rs. 250 
crores. 


THE MINERALS & METALS 
TRADING CORPORATION OF INDIA LTD, 

EXPRESS BUILDING, BAHADUR SHAH ZAFAR MARG, NEW DELHI 
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WORLD REHOWWO COMPLETE 
PlAHtS SEQUBINTfflOH 
CZECH 



Exported by 


i 


pragoinvest 


Praha -9>Czecho6lovakia 
For datatls pleaae contact 

SKODA (INDIA) PVT. LTD. 

6th Floor, Afeash Deep, Barakhamba Road, New Delhi, 


Vulcan Ins., Bldg. Veer Nariman Road, 
Bombay-20 


P-38,' Mieaion Row. Exteneion FagunMention C-lfeC’Road 

Caloitta-13 Madrae-8. 


'J 


iNT/eiJk 
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4. Yarn spun— Kg. 

(a) wholly out of synthetic 
staple fibre of cellulosic 
origin, or 

(b) out of staple fibre afore¬ 
said and cotton only, 
provided that the ootton 
content of the yarn does 
not exceed 10 per cent 
of its weight 


(i) of 69 or more counts 

Rs. 1.00 

Rs. 1.50 

<ii) of 51 or more 
counts but less than 

69 counts 

Rs. 1.00 

Rs. 1.2? 

(iii) of 40 or more 
counts but less than 

51 counts 

90 P 

Rs 1.10 

(iv) cf 34 or more 
counts but less than 

40 oounts 

80 P 

80 P 

(v) of 29 or more 
counts but less than 

34 counts 

60P 

70 P 

(vi) of 22 or more 
counts but less than 

29 counts 

45 P 

32 P 

(vii) of 14 or more 
counts but less than 

22 counts 

30 P 

20 P 

(viii) of less than 14 counts 

Nil 

10 P 

out of staple fibre afore- 

Rs. 6.00 

Rs 7.50 


said and any natural 
fibre other than cotton, 
provided that the natu¬ 
ral fibre content of the 
yarn does not exceed 10 
per cent of its weight 

5. Yarn spun— Kg. 

(a) wholly out of synthetic 
staple fibre of non-cellu- 
lasio trigin other than 
acrylic fibre, or 

(b) partly out of the staple 
fibre aforesaid and part¬ 
ly any other fibre tr 
fibres, provided that the 
natural content of the 
yarn does not exceed 
10% of its weight— 

if the non-cellulosic fibro 
content of it is— 


(i) 50 per cent tr more 

Rs 14.00 

Rs 15.00 

(ii) less than 50 per 
cent but not less 
than 25 per cent 

Rs 8.00 

Rs 12.00 

(iii; less than 25 pm 
&nt. but more than 

10 per cent. 

Rs 8.00 

Rs 10.00 

(iv) 10 per cent, or less 

Rs. 6.00 

Rs. 7.50 
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Yarn spun either wholly out 
of acrylic fibres or partly of 
such fibre and party of any 
natural fibr or the natural 
fiber content cf such yarn not 
being more than 10 per 
cent.— 


Kg. 


I. (1) manufactured on wi rsted 
system— 

Kg. 


(a) hand-knitting 

(b) (thers 

Rs. 6.CO 

Rs. 7.00 

(i) of 40 counts 
and abc ve 

Rs. 12.80 

Rs. 14.00 

(ii) of above 20 
counts but be¬ 
low 40 counts 

Rs. 7.00 

Rs. 8.00 

(iii) of, 2C counts 
and below. 

Rs. 3.60 

Rs. 4.00 

II. (2) manufactured on other 

80 P 

Re 1.00 


( 20 ) 


( 21 ) 


systems. 

7. Godet, undersize cakes,reel- Kg. 
ing, coning waste, wet, hand, 
winder cut. Spool cut and 
other wastes 

(i) of cellulosic origin 80 P Re. 1.00 

(ii) Others Rs. 4.00 Rs. 5.00 

Note:—(1) Tariff description has been changed so as to clarify the scope of the item 

(2) Spun (discontinuous) yarn containing less than 90% by weight of man-made fibres calculated r 
the total fibres content will now be classinablc under the newly created Item No. 18E. Cons 
quently, there is an account transfer of revenue involved. 

Il(v1 18A Cotton yarn etc.* (~ )60 

(I) of counts 29 or more Kg. Rs. 6.50 Rs. 5.00 

Note •—(1) Tariff description has been revised so as to restrict he scope of this Item to such cotton yarn et 
which contains not less than 90% by weight of ootton, calculated on the total fibre content. Yai 
containing less than 90% of cotton would now be classifiable under the new Item 18E. Cons 
quently there is an account transfer of the Revenue to Item No. 18E. 

(2) The present effective rates continue unchanged. 

Il(vi) I8B Woollen yarn* (—)15 


(1) Worsted yarn — 

(a) of 48s counts and more 

(b) of less than 48s counts 

(2) Others 

Effective rates (by notification ) 

1. Worsted yarn— 

(a) Hand knitting 
;(i) grey 

(ii) processed and/or dyed 

(b) Hair belting yarn 

(c) Others - - 

(i) of 48s counts and above 

(ii) of above 24s but below 48s 
counts. 

(iii) of 24s counts and below 

2. Woollen yarn (containing 
not less than 60 per cent of 
wool and not more than 5 
per cent of virgin wool) 
oommonly known as shoddy. 


26* %a.v. 
20 % a.v. 
10% a. v. 


4.67%a.v. 
12.67% a. v. 
2.67% a.v. 

19.33% a. v. 
11.33% a.v. 

4.67% a.v. 
7.33% a .v. 


30% a.v. 
20% a.v. 

10% a. v. 


5% a.v. 
13% a.v. 

3% a.v. 

20 % a.v. 
12% a.v. 

5% a.v. 
7.5% a.v. 




PORT OF MADRAS 

A MAJOR PORT ON THE EAST COAST OF INDIA 
ROUND THE CLOCK NAVIGATION 
PROVIDED WITH MODERN EQUIPMENTS 

CONCESSIONAL FACILITIES TO EXPORT CARGOES 
QUICK TURN ROUND OF VESSELS 
OUTER DOCK TO HANDLE BULK CARRIERS & TANKERS 


UNDER CONSTRUCTION 
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-I Mt!K II.iii'.'i Ki) ..I Romba\-27 Wlu>lc'.£lc C Imhshop (nivintl OmuK, 

M«V IttKi M.ukf*, Rt>mb.i\ Rt*i.ii 1 Stores H Hutldmu. \ ccr N<irin*on Road. Bomba. I 
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Contributes 

Die Castings and Tooling 
for industries, big and small. 

TANSI DIE CASTINGS, Guindy, Madras-32 

• Die Castings in Aluminium or 
Zinc from 5 grams to 5 Kgs. to 
close tolerance manufactured in 
our battery of Pressure Die 
Casting Machines.—Capacity 
5 tons to 500 tons. 

• With inbuilt Tool Room 
facility. 

• Caters to Automobile, Electri¬ 
cal and Instrument Industries. 

TANSI TOOL ROOMy Guindy, Madras-32. 

• Design and manufacture of 
Dies, Jigs, Fixtures, Press 

Tools, Forge Dies etc. to 

customers' specifications. 

• Equipped with most modern 
Precision Tool Room 
Machines. 

Enquiries solicited 


Managing Director, 

TAMIL NADU SMALL INDUSTRIE 
CORPORATION LTD., 

(* Government of Tamil Nadu Undertaking) 

35/2. Woods Road, Madras-2. 




~| TANSI 


Please visit our sales Centres at : 

(1) 113N.C.S. Cose Road, Madras-1; 

(2) 312, Cross Cut Road,Gandhipurain, Coimbatore-12; 

(3) 23-Tit American College Building, Garipalayant, Madurai- 
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3. Woollen yarn made from 
tannery or stripped wool. 

4. All others, N.O.S. 


7.33% a.v. 7.5% a.v. 

10% a.v. 10% a.v. 


Note —Tariff description has been revised so as to restrict the scope of this Item to such yarn, which contains 
not less than 90 % by weight of wool, calculated on the total fibre content. Yarn containing less than 
90 % of wool would now be classifiable unde r the new Item No. 18E. Consequently there is an account 
transfer of revenue to that Item. 

II(vii) 18C Silk yarn. . 20% a.v. 

Note *—This is a newly created Item having no revenue significance, as it has been wholly exempted from duty 
(by notification). The creation of this Item is intended to preclude such yarn from being assessed under 
tariff Item No. 18E. 

Il(vii) 18D Jute Twist, yarn, thread, ropes MT Rs. 385 Rs. 400 120 

and twine, all sorts* 

Note *—(1) This is a new item created out of the existing Tariff item No. 22A. These products which were 
falling hitherto under Tariff Item 22A(ii) would now be covered by this Item. In effect this makes 
no difference as the proposed rate of duty is the same fo r both items. 

(2) On this Item, a regulatory duty at 50 % of the basic duty is chargeable (by notification) This is 
only a continuance of the existing situation fo r the levy of regulatory duty on the above products 
by virtue of their so far falling under Item No. 22A. 1 


(3) Sec also SI. No. (29)—“Jute manufactures’ 

H(vii) 18E Yarn, all sorts, not elsewhere 
specified, containing any two 
or more of the following 
fibres, namely *— 

(i) cotton 

(ii) silk 

(iii) wool 

(iv) jute (including Hindi pa- 

tam jute or mesta fibre) 
and 

(v) man-made fibres. 
Effective rates 

1. Yarn containing partly syn¬ 
thetic staple fibre of non- 
cellulosic (rigin other than 
acrylic fibre and partly any 
other fibre or fibres, the con¬ 
tent of such synthetic staple 
fibre being more than 50 % 
by weight of such yarn— 

If non-cel lulosic fibre con 
tent of it is— 

(i) more than 55% 

(ii) more than 50 % but not 
more than 55%. 

2. Yarn containing partly syn¬ 
thetic staple fibre of cellulo¬ 
sic origin and/or cotton and 
partly wool and/or synthetic 
staple fibre of non-ccllulosic 
origin, the content of synthe¬ 
tic staple fibre of cellulose 
origin and/or cotton being 
more than 50 % by weight of 
such yarn— 

If the non-cclluiosic fibre 
content and/or wool fibre 
content of it is— 


Kg. Different rates Rs. 50.00 1700 

depending on 
the Items un¬ 
der which 

such yarns arc 
at present 

assessed to duty. 


Kg. Different rates 
depending on 
the Items un¬ 
der which such 
yarns arc at 
present asses¬ 
sed to duty. 


Rs. 15.00 
Rs. 7.5§ 

Kg. 



656 


EASTERN ECONOMIST 


April 7, 1972 


1 2 3 4 5 6 7 8 


(i) 40% or more but not 
more than 50%. 

(ii) 20% or more but less 
than 40%. 

(iii) less, than 20% 

3. Yarn containing partly wool 
and/or acrylic fibre and part¬ 
ly any other fibre or fibres, 
the wool and or acrylic fibre 
content being more than 
50 % by weight of suchyarn— 

(1) Worsted yarn— 

(a) Hand knitting— 

(0 grey 

(ii) processed and or 
dyed. 

(b) Hair* belting yarn 

(c) Others— 

(i) of 40 counts and 
above 

(ii) of above 20 
counts but be 
low 40 counts. 

(iii) of 20 counts 
and below. 

(2) Yurn (containing 

not less than 60 % of 
wool and not more than 
5 % of virgin wool) com¬ 
monly known as shod¬ 
dy. 

(3) All others 

4. Yarn containing pertly silk 
fibre and partly any other 
fibre or fibres, silk fibre con¬ 
tent being more than 50% 
by weight of such yarn. 

5. Yarn containing two or 
more of synthetic staple fibre 
of cellulosic origin, jute fibre 
(including Bimfipatam jute 
or mesta fibre) and cotton, 
jute (including Bimlipatam 
jute or mesta fibre) content 
being less than 50% by 
weight of such yarn— 

of 69 or more Counts 
of 51 or more counts but less 
than 69 counts, 
of 40 or more counts but less 
than 51 counts, 
of 34 or more counts but less 
than 40 counts, 
of 29 or more counts but less 
than 34 counts, 
of 22 or more counts but less 
than 29 counts, 
of 14 or more counts but less 
than 22 counts, 
of less than 14 counts 

6. Yarn containing partly jute 
(including Bimlipatam jute 
or mesta fibre) fibre and 


Rs. '8.00§ 

Rs. 6.00$ 

Rs. 4.00§ 
Kg. 


Rs. 1.38 
Rs. 7.15 

83 P 

Rs. 11.30 
Rs. 5.58 

Rs. 1.38 
56 P 

Rs. 1.35§ 

Kg. Rs. 15.00 

Kg. 


Rs. 1.50 
Rs. 1.25 

Rs. 1.10 

80 P 

70 P 

32 P 

20 P 

10 P 
Kg. 
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partly any other fibre or 
fibres (other than cotton 
fibre and synthetic staple 
fibre of ceuulosic origin), 
the jute (including Bimlipa- 
tam jute or mesta fibre) fibre 
content being more than 50 % 
by weight of such yarn. 

7. Yarn, not otherwise specified. Kg. Rs. 10.00 

(§In case of yarn of 34 NF counts or less, the duty shall be reduced further by Rs. 2.00 per Kg.). 

Noth *—(1) These yarns which are at present classified under the existing Items Nos. 18, 18A, 18B or 22A, 
as the case may be will henceforth come untder this Item. Consequently, the additional revenue 
shown against this Item is an account transfer revenue from the above-mentioned Items at the pro¬ 
posed rates. 

(2) The special procedure applicable to the payment of yarn duty in the manufacture of fabrics, is 
extended to this Item also but is restricted only to such yarn containing, parly more than 40%by 
weight of cotton, and partly any other fibre or fibres, the wool or silk content being less than 4o % 
by weight of such yarn. In other words, yarn at present by and large classifiable as cotton yarn 
for which the special procedure has ebeen extended will continue to avail of the procedure and the 
existing rates spplioable under the special procedure will remain unalteie d. 

25) I(xxiii) 19 Cotton fabrics 

1(1) Coating, suiting, tussors, 12 %a.v. 15%a.v. 

corduroy, gaberdine, bed- 
ford, satin, denim, lappet, 
butta fabrics, etc. 

Note :—(1) Tariff description has been amended so as to exclude fabrics containing 50% oi more off jute by' 
weight from falling under this Item. 

(2) Though tho Tariff rate has been revised, in respect of sub-item 1(1), the present effective rates 
(pi escribed by notification) remain unchanged. 

(26) T(xxiv) 20 Silk fabrics* 

(1) Silk fabrics, other than cm- SM 36 P 50 P 

broidery in the piece, in 
strips or motifs. 

Note :—(I) Tariff description has been amended so as to exclude fabrics containing 50 % or more of jute by 
weight from falling under this Item. 

(2) Though the Tariff rate has been revised in respect of sub-item (1), silk fabrics would continue to 
be wholly exempted from duty. 

(27) (xxv) 21 Woollen fabric * 

(See SI. No. (59) under ‘C* — Additional 

Duties of 
Excise in lieu 
of Sales Tax). 

(28) I(xxvfl 22 Rayon or artificial silk fabrics* 

(See SI. No. (60) under ‘C’ — Additional 

Excise Duties 
in lieu of 
Sales Tax). 


(29) 

I (viii) 

22A 

Jute manufactures not otherwise 
specified. ■ 

(i' Hessians 

MT 

Rs. 605 

Rs. 600 

56 






(iD Others 

MT 

Rs. 385 

Rs. 400 



NorE (1) Tariff description has been changed to specify the scope of this Item and to exclude from it jute 
twist yarn, thread, ropes and twine which would now fall under the newly created Tariff Item No. 
18D. 

(2) Consequently, there is a con esponding account transfer of revenue to Tariff Item No. 18D. 

(3) There is a regluatory duty on goods falling under sub item (ii) of this Item whith remains at 50% 
of the basio duty as before. The additional revenue accrual is due to the merger of basic duty with 
special excise duty and rounding off of he resultant rate on sub-item (ii) slightly upward. 

(4) Jute twist, yarn, thread, ropes and twine henceforth classifiable under Item No. 18D would pay 
regulatory duty under that Item. 
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1 

(30) 


II(ix) 22AA Textile fabrics not elsewhere 
specified and containing any 
two or more of cotton, silk, 
wool, jute and man-made 
fibres, 


Different 
rates depend 
ing on the 
combination 
of the various 
fibres contained 
in the fabric. 


15%a.y. 


Note :—This is a residuary item for fabrics not otherwise covered by the revised Tariff Item Nos. 19,20,21 and 22A 


(31) 

(32) 

(33) 


I(xxvii) 23 


I(xxx) 

Note : 
[(xxxi) 


26 


Cement- 
Effective rate 

This is a revenue measure. 
Steel ingots, etc. 
Effective rate 


MT 

MT 


25.2% a.v. 
24% a.v. 

Rs. 75.00 
Rs. 75.00 


25% a.v. 
25% a.v. 

Rs. 100.00 
Rs. 97.50 


227 


90 


-Regulatory duty is chargeable (as hitherto) on this Item at 50 % of the proposed effective rate. 
26AA Iron or steel products 


3420 


(i) Semi-finished steel including 
blooms, billets, etc. 

MT 

Rs. 50.00§ 

Rs. 75.00§ 

(ia) Bars, rods, coils, wires, 
joists, girders, angles other 
than slotted angles etc. 

MT 

Rs. 50.00§ 

Rs. 75.00§ 

(ii) Plates, sheets, etc. 

MT 

Rs. 300.00§ 

Rs. 500.00§ 

(iii) Flats, skelp and strips 

MT 

Rs. 300.00§ 

Rs. 500.00§ 

(iv) Pipes and tubes, all sorts, 
etc. 

MT 

15% a.v.§§ 

Rs. 500.00§§ 

(v) All other steel castings 

MT 

5% a.v.§ 

Rs. 200.00§ 


Norn 


§plus the excise duty for the time being leviable on steel ingots. 

§§ plus the excise duty for the time being leviable on pig iron or steel ingots as the case may be. 
Effective rates (by notification ) 

(i) Semi-finished steel includ¬ 
ing blooms, billets, etc. 

(ia) Bars, rods, coils, wires, 
joists, girders, angles other 
than slotted angles, etc. 

(ii) (1) Uncoated plates 

(2) Cold-rolled sheets 

(3) Galvanised plates, sheets 

forms etc. 

(4) Others 

(iii) (1) Skelp 

(2) Cold-rolled strips 

(3) Hot rolled strips 

(4) Flats not exceeding 
5 mm. thickness. 

(5) Flats exceeding 5 mm. 

thickness but not ex¬ 
ceeding 10 mm. 

(6) Flats exceeding 10 mm. 
thickness. 

(iv) Seamless pipes and tubes 

(v) Steel castings 


MT 

Rs. 125.00 

Rs. 162.50 

MT 

Rs. 125.00 

Rs. 162.50 

MT 

MT 

MT 

Rs. 1.25.00 
Rs. 250.00 
Rs. 325.00 

Rs. 175.50 
Rs. 325.00 
Rs. 422.50 

MT 

Rs. 175.00 

Rs. 227.50 

MT 

MT 

MT 

MT 

Rs. 250.00 
Rs. 250.00 
Rs. 175.00 
Rs. 175.00 

Rs. 325.00 
Rs. 325.00 
Rs. 227.50 
Rs. 227.50 

MT 

Rs. 135.00 

Rs. 175.50 

MT 

Rs. 125.00 

Rs. 162.50 

MT 

Rs. 125.00 

Rs. 175.50 

MT 

Rs. 75.00 

Rs. 97.50 


(34) 


-(1) In the case of steel pipes and tubes produced out of duty-paid plates, sheets, etc. no further duty is 
payable. Likewise in the case of steel castings produced out of duty-paid steel ingots or semi¬ 
finished steel etc. no further duty is recoverable. 

(2) Regulatory duty is chargeable (as hitherto) on the products falling under this Item at 50% of the 
proposed basic ((effective rates of duty. 

I(xxxii) 27 Aluminium'* 418 

(a) (i) in any crude form in- 30% a.v. 30% a.v. 

eluding ingots, bars, 
blocks, etc. 
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To the majority of India's 
millions, life is a cyde—of 
honest effort and gratifying 
fulfilment. The cycle— 
strong, durable, reliable, 
economical transport on 
two wheels. Bringing them 
the priceless gift of mobility. 
Giving them a means to 
better their lives with. 
Indeed, the cycle is part 
of their very life. 

Tl is in the cycle world — 
in fact, the leader of it. 

Just as Tl leads in the 
manufacture of cycle 
accessories, ERW steel 
tubes, roller chains and 
metal sections. 

What we make now: The 
world-famous HERCULES. 
PHILLIPS and BSA cycles 
which have set standards 
of unequalled quality in 
over 135 countries. 


TRU-WEL ERW steel tubes, 
Brampton cycle fittings. 
Olympic, Brooks and 
Hector saddles, Hercules 
and Tl cycle chains and 
Miller dynamo lighting sets 
for the cycle industry and 
trade. TRU-WEL ERW steel 
tubing, cold-rolled steel 
strips. Diamond roller chains 
for heavy and light 
engineering industries and 
METSEC cold roll-formed 
metal sections. 

TUBE INVESTMENTS 
OF INDIA LTD., 

Madras 1 
Proprietors of: 

Tl Cycles of India—Tube 
Products of India—The 
Wright Saddles of India— 

Tl Metal Sections 
Subsidiaries: Tl Diamond 
Chain Limited— 

Tl Miller Limited 
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WITH UBI 


ive financed thousands of farmers 


rA artisans &&cS. 


retail traders Industrial entrepreneurs 

cm & 




transport operators professionals 


and others 


Save all you can 




wavt ctnjuo vrai i remember 

• your savings will earn rates of interest 
ranging from 4% to 7|% 

o Interest income upto Rs. 3000 p.a. is not taxable 'laBMs 

o Bank deposits upto Rs. 1.5 !acs exempted from 

wealth tax I In it All Pfmlf n| iniliii 

" cavings also mean increased production and Uni MU! DOHA Ml IVNIla 

. . . ■ (A Government of India Undertaking} 

I employment to thousands 


the demand is for. 



1 

i 


i r. 


when the call Is for 
top quality PVC cables 

Our cable engineers, and specialists from 
manufacturers of PVC compound, work 
in close co-ordination to produce cables 
ideally suited for any given application. 

Tl i:s is why those who look for 
stability, durability and economy get 
’! all in UNISTAR Cables. 

UN (STAR PVC CABLES are being made 
in single and multi core construction for a 
wide range of applications in working 
voltages upto 6600 V and above. 

First with the largest core area—1600 
sq. mm.—UNISTAR Cables are also first 
with aluminium screened railway 
signalling cables. 

'Unistar'—the first name in Cables 



Made in collaboration with B.i.C.C. U.IC by. 

Universal Cables Limited 

Birla Colony. Satna (M.P ) 
Leading manufacturers bt power control, 
trailing and speciality cables ACSR 
conductors and paper and power far.ro* capacitors. 
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4 5 

6 

7 

. (ii) Wire bars, wire rods. 

30% a.v. 

30% a.v. 

and oastings, N.O.S. 

(b) Plates, sheets, ciroles and 

30% a.v. 

30% a.v. 

strips in any form or size, 

N.O.S. 

(c) Foils, of thickness not ex¬ 
ceeding 0.15 mm. 

(d) Pipes and tubes other than 

30% a.v. 

30% a.v. 

24% a.v. 

30% a. v. 

extruded pipes and tubes. 

(e) Extruded shapes and sections 

30% a.v. 

30% a. v. 

(f) Containers made of alumi- 

30% a. v. 

30% a.v. 


(35) 


<3<D 


Note :—(1) The existing description of Aluminium foils (sub-item (c)) is being revised in the interests of clari¬ 
fication. However, these foils will continue to pay duty at the existing effective rate of 24% of 
valorem. 

(2) The rate of set-off in respect of products falling under sub items (b) to (0 applicable to secondary 
manufactures has been increased to Rs. 1065 per MT. 

(3) Regulatory duty of excise at present levied at 25% of the basic effective duty will henceforth be 
levied at an increased percentage of 33} % of the proposed rates (basic or effective) as the case may 
be. 

I(xxxiii) 28 Tinplates eto.* MT Rs. 400.00 Rs. 600.00 110 

Effective rate : MT Rs. 400.00 Rs. 520.00 

Note Regulatory duty whioh was leviable at 50% of the existing rate would henceforth be leviable at 40% 
of the proposed effective rate. 

I(xxxvi) 30 


(37) 


Electric motors and parts* 

(1) for use in circuits of less than 18%a.v. 20%a.v. 165 

10 amperes etc. 

(2) for use in circuits at a pres¬ 
sure exceeding 400 volts and 

(i) with a rated capacity of 
not exceeding 10 HP. 

(ii) exceeding 10 HP 

(3) All others 

(4) Parts of electric motors 

Note :—The proposed tariff rates are also the effective rates excepting for electric motors falling under sub- 
item 2(ii) where the effective rate has been fixed at 7.5% .a.v. (by notification). 


12% a.v. 

6% a.v. 
18% a.v. 
18% a.v. 


15% a.v. 

10% a.v. 
20. % a.v. 
20% a.v. 


l(xxxvii) 31 


(38) 


II(X) 


33A 


Electric Batteries and parts* 

0) Dry 

(2) Storage 

(3) Parts of storage batteries, 
namely, containers, covers 
and plates. 

Effective rates 

(1) pry 

(2) Storage batteries 

(3) Parts of storage batteries 

Compounded levies for plates for storage 

batteries 

(a) produced by a manufacturer 
for use as component parts in 
the manufacture of electric 
batteries in his factory. 

(b) Otherwise 

This is a revenue measure. 

Wireless receiving sets, all sorts, 
including, transistor sets, radio 
grams with or without loud¬ 
speaker* 


91 


18% a.v. 

20% a. v. 

16.5% a.v. 

20 % a.v. 

19.25% 

25% a.v. 

18% a.v. 

20% a.v. 

16.5% a.v. 

17.5% a.v. 

19.25% a.v 

20% a.v. 

Rs. 412.50 

Rs. 425.00 

per month 

per month 

Rs. 660.00 

Rs. 700.00 

per month 

per month 


120 
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2 3 .4 5 6 7 8 

(1) Broadcast television receiver 26t% a.v. 26% a.v. 

(2) Others 26}% a.v. Rs. 300.00 

per set 

effective rates 

(1) Broadcast television receiver sets 10% a.v. 10% a.v. 

(2) Radiograms and radios with 26 % a.v. Rs. 300.00 

fitting record-players/record- per sot 

changers. 

(3) Others— 

Sets whose price at the Per 

point of sale to the consumer Set 


exceeds 

does not exceed 





Rs. 

per set 

Rs. per set 





(0 

— 

165@ 

Rs. 

10.00 

Rs. 

12.00 

00 

165 

225 

Rs. 

20.00 

Rs. 

24.00 

(iii) 

225 

300 

Rs. 

28.00 

Rs. 

40.00 

(iv) 

3CO 

375 

Rs. 

40.00 

Rs. 

60.00 

(v) 

375 

475 

Rs. 

66.67 

Rs. 

90.00 

(vi) 

475 

575 

Rs. 

93.33 

Rs. 

120.00 

(vii) 

575 

675 

Rs. 

120.00 

Rs. 

1.60.00 

(viii) . 

675 

— 

Rs. 

133.33 

Rs. 

200.00 


(@Exempt from duty if made in the small-scale sector). 

Note :—(t) Tariff description has been reoast. 

(2) This is a measure to raise revenue so as to 
offset an equivalent amount of revenue 
foregone on transistor and semi-conductor 
diodes since wholly exempted. (See SI. 
No. 74 under ‘D’—Changes proposed by 
Notification). 


UTTAR PRADESH FINANCIAL CORPORATION 

offers 

SPECIAL CONCESSIONS FOR INDUSTRIES IN SPECIFIED BACKWARD DISTRICTS OF THE STATE. 

RATE OF INTEREST 

1% p.a. effective may be reduced to 6% p.a. (Effective) if refinance from IDBI is availed of and after an agreement with the State 
Govt, which is under correspondence, is finalised. 

MARGIN 

10% to 20% (as against normal margin of 25% to 50%). In case of technical entrepreneurs the margin has been reduced to ]0% 
if the loan amount does not exceed Rs. 5 lacs. 

GESTATION PERIOD 

Longer gestation period for commencement of repayment upto 4 years, instead of 2 years, from the date of the first disbursement 
of the loan. 

PERIOD OF REPAYMENT 
Longer repayment period upto 15 years. 

REDUCTION IN OTHER CHARGES 

50% reduction in processing free and legal charges and commitment levy. 

EXEMPTION FROM PAYMENT OF GUARANTEE COMMISSION 

The guarantee commission, payable by Small Scale Units, whose cases are referred to credit guarantee organisation, is borne by 
the Corporation on their behalf. 

For Junker details enquire Jrom : 

Head Office : 14/88, Civil Lines, Kanpur-1. (Telephones: 66652, 64723, 53003 A 63412) 

Branches ; (i) 27/1, North Vijay Nagar Colony, Agra-4 (Telephone: 63729) 

(ii) 6/N*35, Rampur Bagh, Bareilly. (Telephone: 3356) 

(iii) 160, New Gandhi Nagar, Ghaztabad (Meerut). (Telephone: 2491) 

(iv) Shardanand Betia Hata, Gorakhpur. (Telephone: 1/67) 

(v) 371, Civil Lines, 3hansi. (Telephone;1253). 

(vi) Uniyal Lodge, Talli Tal, Nainital. (Telephone: 447) 

(vii) 68/2, Chandrika Colony, Sign, Varanasi. (Telephone: 65449) 


Dr. P. ASTHANA 
General Manager 


•N. S, MATHUR, I.A.S. 
Managing Director 
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Though you livo in Indio, in Asia, tho oocurity of 
Europe, the peaceful co-existence of the European 
peoples and states is hound to be in your interest 
as it is in ours. 

The situation in Europe is still burdened with 
unsolved problems. 

And here we come to the point, 6 POINTS 9 in feet. 

Here is the OCR's contribution to safeguarding 
peace in Europe, formulated In 5 points. 

6 POINTS you should know: 

01 Without prior conditions THE GOR WORKS 
FOR THE EARLY CONVOCATION OF A EUROPEAN 
SECURITY CONFERENCE. 

Q THE GDR MUST BE ADMITTED TO THE D.N. 
Thic wmiM cormpond to tho priaciplo of 
aniwnotity ol tho world orgooiootioo. 


IQ Tho DDR ntpKtt tho aooonignty ol othor 
stotco. Evwy .tot. should nopoet tho com* 
raignty of tho DDR and ESTABLISH MORMAl 
DIPLOMATIC RELATIONS with hor. 

0| Tho GOR odvocotoo tho oetsbUehoMnt of 
oorawl rolotlono with th. FRG according to 
tho principl*. of iatornotionol low oo they 
on nlloctod olroody in tho Tronsit Agroowont 
ilgnod botwoon tho GOR ood FRG oo 
Docombor 17th, 1171. 

Q Tho GDR lo nody to normolloo rotations 
with Woot Borlln which It oltaotod on hor 
territory. That woo provtd olroody by tho 
orrangomonto aignad botwoon tho GDR 
Govaranant and tho Woot Borlln Sonata on 
DocoMbor 20th, 1S71. 

Thooo oro tho GDR'o S POINTS, hor ohnro 
in tho atrusolo of tho ooclnllst community 
of states, hor Panch Shoal for tho oocurity 
In Europe. 


CONSULATE GENERAL OF THE GERMAN DEMOCRATIC REPUBLIC IN INDIA 

2, Nyaya Morg, New OolhL , 


CONSULATES- ! !»• 1 W^ho Rood 

Calcutta: 7*8, Middleton Street 


Madirat : l/t 9 Kodembekfcam High Read, 
Nungambakkam 
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1 2 \ 3 _ 4 5 6 7 ~ ~8 

Existing Proposed 


(39) 


I(xu) 37 II. Cinematograph Films Exposed* Metre of a below of a below 10 

width 30 imn. width 30 mm. 
of 30 width of 30 width 

mm. or mm. or 

higher higher 


(1) News reels and shorts not 60 P 36 P Re 1.00 50 P 

exceeding 500 metres 

(2) Feature films, advertisement Rs. 1.80 R$. 1.20 Rs. 2.00 Re. 1.00 

shorts and films not other¬ 
wise specified. 

Effective rates {by notification) 

Existing Proposed 


(40) 


I. Films made in black and white 


Rate of Rate of duty 

duty for films 

for which are 

films of a width of 
which 30 mm. or 

are higher and 

below -- 

30 mm not exceed- 
in exceed- ing 

width ing 4000 

4000 metres 

metres in 
in length 

length 


(per metre) 


(a) (b) (c) 


Rate of Rate of duty 
duty for films 

for which are of 

films a width of 30 

which mm. of higher 
are and 

below - 


30 pun 

not 

exceed¬ 

in 

exceed¬ 

ing 

width 

ing 

ing 


4000 

4000 


metres 

metres 


in 

in 


length 

length 

(per metre) 

<d) 

(e) 

(0 


Prints offiimsoieared or home 
consumption within tweive 
months mom the date of certi¬ 
fication by the Central Board 
of Films Censors :— 


(0 First 12 prints 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

(ii) Next 8 

8.4 P 

12.0 P 

18.0 P 

10 P 

15 P 

25 P 

(lii) Next 15 

14.4 P 

21.6 P 

32.4 P 

15 P 

25 P 

40 P 

(iv) Next 15 

26.4 P 

38.4 P 

54.0 P 

25P 

40 P 

60 P 

(v) Next 25 

39.6 P 

54.0 P 

66.0 P 

40 P 

60 P 

85 P 

(vi) On the balance prints 
Films made is colour 

54.0 P 

72.0 P 

84.0 P 

60P 

80 P 

10 P 

(i) First 8 prints 

6P 

9 P 

12P 

10 P 

ISP 

20 P 

(ii) Next 12 

12P 

18 P 

24P 

15 P 

20 P 

30 P 

(iii) Next 15 

21.6P 

32.4P 

43.2 P 

25 P 

35 P 

SOP 

(iv) Next 15 

33.6 P 

49.2 P 

66P 

40 P 

50 P 

70 P 

(v) Next 10 

50.4P 

67.2 P 

84 P 

60 P 

75 p 

loop 

(va) Next 20 

50.4 P 

67 2 P 

84 P 

85 P 

1C0P 

150 P 

(vi) On the balance prints 

63.6P 

90.0P 

114 P 

85P 

loop 

150 P 


Note Prints of films whether in Black and White or in Colour, cleared for homo consumtption after 12 months 
from the date of certification by the Central Board of Films Censors would continue to be exempt from duty. 
Newsreeis and shorts not exceeding 
500 metres 

(P of a width of 30 mm ot higher Per • 7.2 P 8P 

Metre 

(ii> of a width less than 30 mm. Per 4.8 P SP 


Metre 

II(xO 37B Cinematograph projectors The tariff description has been amend¬ 

ed to include parts. The rate of duty 
on parts has been fixed at 30 % a. v. but 
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10) 


Confectionery and chocolates 

only cetain specified parts would be 
liable toduty (by notification). 


(41) 

1A 

Kg. 

SOP 

Re. 1.00 



(1) Boiled sweets, toffees, cara¬ 




mels, .candles etc. 






(4) Chocolates 

Effective rates 

Kg. 

SOP 

Re. 1.00 





for (1) 

Kg. 

30 P 

30 P 





for (4) 

Kg. 

SOP 

80 P 


(42) 

n(0 

4 11(0 

Cigars and cheroots* 

100 

Different rates 

Rs. 25.00 

Nil 





num¬ 

depending on 







bers 

the vaiue stabs 



Note : 

-Cigars and cheroots will continue to remain exempt from 

duty. 



(43) 

Kv) 

6 

Motor spirit* 

KL 

Rs. 920.00 

Rs. 1000.00 

Nil 




Effective rate : 

KI. 

Rs. 920.00 

Rs. 920.00 


(44) 

I(vii) 

8 

Refined Diesel* oils and Vaporis¬ 
ing oil. 

KL 

Rs. 489.00 

Rs. 500.00 

Nil 




Effective rate : 

KL 

Rs. 461.05 

Rs. 461.05 


(45) 

I(viii) 

9 

Diesel oil. Not Otherwise specified* 

KL 

Rs. 168.25 

Rs. 200.00 

Nil 




Effective rate : 

KL 

Rs. 95.55 

Rs. 95.55 


(46) 

I(ix) 

10 

Furnace oil 

KL 

Rs. 74.45 

Rs. 100.00 

Nil 



Effective rate : 

KL 

Rs. 70.75 

Rs. 70.75 


(47) 

I(xiii) 

14BB 

Sodium Silicate 


25%a.v. 

20% a.v. 

Nil 



Effective rate : 


15% a.v. 

15% a.v. 


(48) 

I(xiv) 

J4C 

Glycerine 

Q 

Rs. 17.00 

Rs. 20.00 

Nil 




Effective rate : 

Q 

Rs. 17.00 

Rs. 17.00 


(49) 

I(xvi) 

14F 

Cosmetics and Toilet preparations* 


30% a.v. 

30% a.v. 

Nil 


Note : —The concessional effective rates in respect of shampoos and pei fumed hair oils remain at 24 % and 12 % a/s 
respectively. 


M M G I 

among the first S 

1970 figures 
Rupees in Crores 


Capital And Refeervcs 1.45 

Departmental Reserves 1.82 

Total Astets 8.08 

Net Premium 3.41 

# 

Transacts 


FIRE, MARINE, MOTOR, PERSONAL ACCIDENT 
AND OTHER MISCELLANEOUS INSURANCES 

MADRAS MOTOR & GENERAL INSURANCE COMPANY LIMITED 

Registered Office : 52, Peters Road, Madras-14. 

* 

It is the customer confidence in its prompt settlement of claims and personalised 
service that sustains MMGt's growth in the general insurance field. 

♦ 

Offices all over India. 
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the world uses 
Indian Shellac in a 
100 different ways 

From a child's toys to industrial welding. Shellac has a number of vital uses 
in every walk of our daily life. Top-quality Indian Shellac is used with 
confidence in printing inks, adhesives, munitions, records, varnishes, confectionery, 
and pharmaceuticals to name a few. Acknowledged the best. Indian Shellac 
commands 75% of the total world production today. 



SEP/G/J 
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TECALAN 

nylon tubing and 
high pressure hose> 

for durability—«asy Installation—flexibility {, 



4n ad Hydrulk*Fuol-Lobricants-Clas-Choinieals-Coobints- Refriforants*Air Connections dr 


FOR FLUID PRESSURES-—upto 90 kg per sq. cr^«. 
working pressure, 

TEMPERATURE RANGE—for continuous use from 
- 40 degrees C to 90 degrees C end intermittent 
use upto 110 degrees C 

TECALAN NYLON TUBING is preferred over other 
metallic and non-metallic tubing because of its 
excellent flexibility, mechanical strength, chemical 
resistance and convenience of assembly and 
installation. Moreover, it has proved to be a vital J 
import substitution. . _ Z- ^ 

Available upto 13 mm I.D. - 


: FOR FLUID PRESSURES-upto 360 kg. per 
sq cm. working pressure. 

TEMPERATURE RANGE —TECALAN withstand 
continuous use from - 40 degrees C to 100 
degrees C and intermittent use upto 120 degrees C, 

Tecalan High Pressure Hose is durable, light. 

| extra-strong and compact with maximum 

chemical resistance properties—other advantages 
\ over conventional high pressure hose include: 

\ 1 times longer lasting—Lower 0 D/I D ratio— 

Better abrasion resistance—Less resistance 
to flow—Continuous use over wider temperature 
range—longer shelf life. Available upto 13 mm I.D. 

Meets performance requirements of 
' . SAE 40 R1 and SAE 100 R1 

r* Our range of manufacture include: 

/ Garage Servicing equipment. Filters, Industrial Lubrication equipment .!: 





llfi^fECALENlY 

(hind) limited 


■4 


Budge Budge Road, Gopelpur 
P.O. Sarkarpool • 24 Paiganas • West Bengal. " 

Sales and Service at: N ^ 

Calcutta, Bombay, Delhi, Madras and Secunderabad * 



1 

2 

3 

4 

5 

6 

7 

8 

50) 

I(XXviii) 

23A 

Glass and glassware* 




Nil 

51) 

I(xxix) 

25 

(1) Sheet glass and plate glass 

(2) Laboratory glassware 

Iron in any crude form etc. 

MT 

18% a.v. 
5%a.v. 

Rs. 45.00 

20% a.v. 

10% a. v. 

Rs. 50.00 

Nil 

52) 

I(xxxtv) 

29 

Effective rate : 

Internal combustion engines* 

MT 

Rs. 40.00 

Rs. 40.00 

Nil 


(i) those designed for use as ll%a.v. 15%a.v. 

prime-mover for transport 

vehicles being given for that 
purpose some special shape 
etc. 

(ii) Others 5.5% a.v. 10% a.v. Nil 

S3) I(xxxv) 29A Refrigerating and air-conditioning 

applianoes and machinery and 
parts* 

(1) Refrigerators and other re- 531% a.v. 60% a.v. 

frigerating appliances, ordi¬ 
narily sold or offered for sale 
as ready assembled units such 
as ice makers, bottle coolers 
etc. etc. 


55) 

56) 


I(xxxviii) 33 


[(xxxix) 33B 
I(xl) 34 


(2) Air conditioners and other 
air-conditioning appliances, 
ordinarily sold or offered for 
sale as ready assembled units 
etc. etc. 

(3) Parts of refrigerating and air- 
conditioning appliances and 
machinery, all sorts. 

Electric fans 

(1) Table, cabin, carriage, pedes¬ 
tal and air circulator fans not 
exceeding 40.6 cm. in dia¬ 
meter. 

(2) Those designed for use in in¬ 
dustrial system as parts in¬ 
dispensable for its operation 
otc. 

(3) Not otherwise specified 

(if) Electric wires and cables 

Motor vehicles* 

(1) Auto-cycles, motor cycles, 

scooters, auto-ricksbaws and 
any other three-wheeled motor 
vehicles. 

(2) Motor vehioles of not more 
than 16 HP by Royal Auto¬ 
mobile Club rating. 

(3) Motor cars of more than 16 
HP. 


(3a) Tractors, including 
agricultural tractors. 

(4t Not otherwise specified 


General Note for Serial Nos. (41) to (56) 


531% a. v. 60% a. v. 


66J % a.v. 75% a.v. 


Nil 

7.2%a.v. I0%a.v. 


12% a. v. 15% a. v. 


12% a. v. 15% a. v. 

3%a.v. 10% a. v. Nil 

Nil 

Rs. 210 or Rs. 250 or 

9%a.v., 10%a.v., 

whichever whichever 

is higher is higher 

Rs. 1333.33 Rs. 1500 or 

or 13.33% 15 %a.v., 

a.v„ whichever whichever is 
is higher. higher. 

Rs. 4,000 or Rs. 4,000 or 

20%a.v., 20% a. v., 

whichever is whichever is 

higher. higher 

12% a. v. 15 % a.v. 

Rs. 3000 or Rs. 3,000 or 

15% a.v., 15% a.v., 

whichever is whichever is 

higher. higher. 


In ail these items the Tariff rates have been revised, but the aggregate effective rates, con¬ 
cessional rates, or exemptions, as and where applicable, continue unchanged as at present. 

(<Clause 64(c )) 
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B. Regulatory Doties of Excise j 

The enabling provision for levy of regulatory duties of excise, as in the past year, is being continued. 

Provision is also made for the continuance up to the passing of the Finance Act, 1972 of the regulatory duties of 
levied under the Finance Act, 1971 and in foroe immediately before the 18th March, 1972, subject to any exemption not£Boa< 
tions. 

The regulatory duties thus levied have been included in the appropriate entries in the previous and succeeding Tables: 
(‘A’ and ‘CO (Clause 63) 

C. Additional Excise Duties in lieu of Sales Tax i 


(57) 



Kg. Basic 
including 

special ex 
cise 

Add). 

excise 

Basic 

Addl. 

Unmanufactured tobucco 





(1.) flue cured and used for manu¬ 
facture of cigarettes. 

Rs. 4.20 

Nil 

Rs. 5.00 

Rs. 0.60 

(2) flue-cured and used for manu¬ 
facture of smoking mixtures 
for pipes and cigarettes. 

Rs. 33.00 

Rs. 1.10 

Rs. 40.00 

Rs. 5.50 

(3) flue-cured, not otherwise spe- 
fied. 

Rs. 3.00 

Rs.0.44 

Rs. 4.00 

Rs. 1.00 

(4) other than flue-cured for 
manufacture of cigarettes 
or smoking mixtures for pipes 
and cigarettes. 

Rs. 3.42 

Nil 

Rs. 4.00 

Rs. 0.50 

(5) other than flue-cured not used 
for manufacture of cigarettes, 
smoking mixtures, biris etc. 
etc. 

Rs. 2.10 

Rs. 0.6 

Rs. 3.00 

Rs. 0.50 

(6) other than fluc-cured, N.O.S. 

Rs. 3.00 

Rs. 0.44 

Rs. 4.00 

Rs. 0.75 

(7) used for agricultural purposes 

Nil 

Nil 

Nil 

Nil 

(8) Stalks 

Effective rates 

Rs. 0.30 

Rs. 0.02 

Rs. 0.50 

Rs. 0.10 

For (l) 

For (2) 

For (3) 

For (4) 

For (5) 

For (6) 

For (7) 

For (8) 



Rs. 4.40 
Rs. 34.50 
Rs. 3.00 
Rs. 3.50 
Rs. 2.50 
Rs. 3.50 
Nil 

Rs. 0.40 

Rs. 0.60 
Rs. 5.50 
Rs. 1.00 
Rs. 0.50 
Rs.0.50 
Rs. 0.75 
Nil 

Rs.0.10 


Notp : -(I ) This is a measure to raise additional revenue for the Stales in pursuance of the decision at the Nation¬ 
al Development Council. 

f2) Regulatory duties so far leviable on these sub-items at a rate of 15% of the effective basio duty arc 
being converted and merged with the proposed additional duties. 

(3) Effective rate of basic and additional duties in respect of stems to tobacco of prescribed specifications 
has also been raised to Rs. 2.50 Kg. and 50 P per Kg. respectively; for dust, these rates would be 
Rs. 1.50 per Kg. and 50 per Kg. respectively. 

(4) As a result of the readjustment the revenue from regulatory duties (which Would have gone entirely 
to the Centre) will be transferred to the States by Rs. 961 lakhs, and augmented by another Rs. 195 
lakhs. There would be an incidental loss in basic excise revenue (shareable with the States) by 
Rs. .39 lakhs. 




'Trlt' 




MODI STEEL WIRES/ 

% 11 / / 

Ask any manufacturer. Modi Steel Wires are # 
the first and finest choice for all wire products* / 
from clips to bicycle spokes to high tension cables. Modi 
Steels Is the only plant in India to have / 
Electric Arc Furnaces for Steel melting, a Wire Rod Rolling Mill 
and a Wire-Drawing plant all under one roof. / 
k This facilitates the production of special kinds of steel for 
\ specific end products of wire, according to/ 

\ customer's specific requirements, as well as ensures 
V rigid quality control at all stages. Modi Steel ^ 
Wires are available in a wide range of forms, all conforming 

O to ISIspecifications. Modi Steels are licencee fork's 
1 IS/28O/1902- the highest guarantee of quality, g 


isnol 




MARKET SATISFACTION 


"‘a 




MODINAGAR (U.P.) 

GRAMS: MOOtSTEEL PHONE: 43B 


(MODI STEELS DEPOTS) 

M/s. MpDI INDUSTRIES LTD. (Steel Section), Ferozepur Road, LUDHIANA, tele; 2S39. M/s. MODI INDUSTRIES LI D. (Steel Section), 
908/6Bazar Gandanwala, AMRITSAR, tele: 44539. M/s. MODI INDUSTRIES LTD. (Steel Section), Flat No. 1, Plot Nr. 180. ‘Shrcyas’, Nari¬ 
man Point, Madam Cama Road, BOMBAY-20, tele; 293556/295527. M/s. MODI INDUSTRIES SALES DEPOT, 6, Little, Russell Street, 
CALCUTT A-16. tele: 440055/440042. M/i MODI INDUSTRIES LTD. (Steel Section), G.T. Road, KUNDLI (SONEPAT). tele: 89373. M/s. 
MODI INDUSTRIES LTD. (Steel Section) 7, Raj Niwss Merg. DELHI-6, tele: 727470. M/s. MODI INDUSTRIES LTD. (Steel Section), Kami 
Chandra Road, 179, Kanpur Bbawan Beoipark, JAIPUR, tele; 61673. M/s. MODI INDUSTRIES LTD. (Steel Section). 55, linghi Chctty 
Street. 2nd floor. MADRAS-1, tele: 27904 
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(58) 


IV(i) 


411(2) Cigarettes 


Basic Addl. 
inoluding excise 
special 
excise 


Effective rates 

Value per thousand 


180% 

a.v. 


75% 

a.v. 


Basic 


200 % 

a.v. 


Addl. 


100 % 

a.b. 


306 


exceeds 


does not 
exceed 


(0 

40 

— 

168% 

70% 

165% 

75% 




a.v. 

a.v. 

a.v. 

a.v. 

(ii) 

30 

40 

162% 

60% 

160% 

65% 




a.v. 

a.v. 

a.v. 

a.v. 

(iii) 

20 

30 

114% 

30% 

110% 

35% 




a.v. 

a.v. 

a.v. 

a.v. 

(iv) 

10 

20 

108% 

25% 

105% 

30% 




a.v. 

a.v. 

a.v. 

a.v. 

(v) 

— 

10 

72% 

10% 

70% 

15% 




a.v. 

a.v. 

a.v. 

a.v. 


Note : —(1) This is a measure to raise additional revenue for the States. For this purpose the basic and addition¬ 
al duties have been adjusted inter se and the resultant rates of duty rounded off. 

(2) As a result of this adjustment there will be an additional revenue for the States by Rs. 763 lakhs and a loss in 
the basic duty (shareable with the States) by Rs.. 464 lakhs. The nett figure of estimated additional revenue 
has therefore been shown as Rs. 306 lakhs. 


(59) 


21 


Woollen fabrics 


Basic 

incl. special 


Addl. Basic Addl. 5 


(lj other than embroidery 

7.5% 

5% 

10% 

5% 

Eeffectivc rates 

Processed fabrics 

a.v. 

a.v. 

a.v. 

a.v. 

(i) by composite mills 

6% 

5% 

6% 

5% 


a.v. 

a.v. 

a.v. 

a.v. 

(ii) by independent processors 

4% 

a.v. 

31/3% 

a.v. 

4% 

a.v. 

4% 

a.v. 


(60) 


Note:- 

lV(ii) 


The effective rates remain unchanged except to the extent that the additional duty of excise for indepen* 
dent processors gets rounded off (from 3 1/3 % to 4 %). The revenue gain which is marginal and purely 
incidental will accrue to the States. 


22 


Rayon or artificial silk fabrics 


( 1 ) 


Effective rales (by notification) 
Value per SM 


Basic Addl. 

incl. special 


Basic Addl- 859 


a.v. 


2.5% 

a.v. 


20 % 

a.v. 

plus 

Rs. 5 

per 

SM 


7-5% 

a.v. 

plus 

Rs. 2 

per 

SM 


exceeds 


Rs. 


does not 
exceed 


Rs. 



3.00 

2.4% 

0.6% 

2-4% 

0.6% 



a.v. 

a.v. 

a.v. 

a.v. 

3.00 

3.50 

4.2% 

1.5% 

3.5% 

1.5% 



a.v. 

a.v. 

a.v. 

a.v. 

3.50 

5.00 

6.0% 

2.0% 

6.0% 

2.0% 



a.v. 

a.v. 

a.v. 

a.v. 

5.00 

— 

7.8% 

2.2% 

9.5% 

5-5% 



a.v. 

a.v. 

a.v. 

a.v. 
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Note:—>(1) Thisisameasuretoraiseadditionalrevenuefor the States to the extent of Rs. 580 lakhs by way of addi¬ 
tional dutiesjof excise. The balance of the estimated additional revenue of Rs. 274 lakhs would be on 
the basic duties shareable with the States. 

(2) Increase in effective rates has been made only in respect of the more expensive varieties of fabrics 
whose value exceeds Rs. 5 per SM- 

(Clause 66) 

D—Additional Duties of Excise and Customs on Mineral Products 


VfO 8 Refined diesel oils and vaporising KL Rs. 500.00 Rs. 850.00 

oil (ceiling rate) (ceiling rate) 

Note: — There is no change in the present effective rate of additional excise duty. The measure is only with a 
view to increase the ceiling rate so as to provide an adequate cushion for mopping up any price reduc¬ 
tions and cost and freight accumulations as and when they occur. 

V(ii) 11A Petroleum products, not otherwise MT Rs. 500.00 Rs. 850.00 

specified 


Note:— 


There is no change in the present effective rate of additional excise duty. The measure is only with a view 
to increase the ceiling rate so as t o provide an adequate cushion for mopping up any price reductions 
and cost and freight accumulations as and when they occur. 


D—Changes Proposed by Notifications 


(Clause 67) 


53) 

— IB 

Prepared or Preserved Foods 

(-) 10 

54) 

— 1C 

Food products 

( ) 40 

55) 

— 23D 

Mosaic Tiles 

( --) i.o 

56) 

— 34A 

Parts and accessories of motor 
vehicles 

(-) 30 

57) 

— 49 

Steel furniture 

(~ ) 35 

68) 


Safes, strong-boxes etc. 

(-) 5 

69) 

— 53 

Zip or slide fasteners and parts 

( ) 5 

70) 

— 56 

Playing cards 

General Note for SI. Nos. (63) to (70) above 

c-) 5 


The existing limit of Fifty thousand rupees worth of value in a financial year, up to which a manufacturer can 
flfo a r these products free of duty, has been enhanced to Rs. one lakh. The ceiling limit (of value) beyond which 
this concession will not be available has been retained (as at present) at Rs. 2 lakhs. In the case of the item at S. 
No. 63 where at present there is no ceiling limit, the same ceiling limit of Rs. 2 lakhs as for the other items has been 
prescribed. 

These concessions are with a view to help smaller manufacturers. 


71) 


13 

Vegetable Products (Vanaspeti) (—) 30 

In order to encourage the increasing use of cotton-seed oil in the manufacture of Vanas- 
pati in substitution of other edible oils, the present method of granting relief has been 
revised and the quantums of such relief have also been liberalised. 

72) 

— 

30A 

Power-driven pumps 200 

The existing exemption notification has been rescinded. Power driven pumps would 
now be liable to duty at the rate of 10% a.v. 




This is a revenue measuie. 

73) 

— 

32 

Electric lighting bulbs and fluores¬ 
cent tubes 


Effective rates 

(1) Bulbs not exceeding 60 Watts 

(2) Electric lighting bulbs com¬ 
monly known as “miniature 
lamps” 

(a) for miners safety lamps 

(b) designed for operation at 
Voltage not exceeding 5. 

(c) designed for operation at 
Voltage exceeding 5 but having 
a rated capacity— 

(i) not exceeding 10 Watts 

(ii) exceeding 10 Watts 


11 % a.v. 

11 % a.v. 

Nil 

Nil 

2.2 P 

11 % a.v. 

each 


5.5 P 11 % a.v. 

each 

IIP 11 % a.v. 

each 
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Mrs. Brenda little 
of London looks for the 

label 

on every metre 
of material 
she buys. 


What does this 
have to do with 
Indian textile exports? 



Everything. Mrs. Little represents the millions of 
shoppers all over the world who have unshakeable 
confidence in the trademark 'Sanforized*. 

It promises unshrinkability of fabrics and gar¬ 
ments and guarantees good value for her money. 

'Sanforized' has been helping to boost the sales 
of Indian textiles throughout the world. If you are 
manufacturing or exporting cottons and cotton 
blends for Mrs. Brenda Little and others like her— 
just make sure they carry the 'Sanforized' label. 

It is the confidence key to her purse. 



(•sued by Cluett, Peabody & Co. Inc. (Incorporated in the U.S.A. with limited liability) proprietor of the registered trademark "SANFORIZED". The 
oroorletor uses this trademark or oermits its use bv reoistered users, only for tested fabrics which meets Its strict residual shrlnkaae reauirements. 
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The existingspeciflo rates inrespect of miniature lamps have been converted in to ad valorem rates. 

(74) 


33AA Barts of wireless receiving sets* 



(- 

-) 120 



Transistors and semi-conductor diodes have been wholly exempted from dutv. (Sec SI. No. 38 



under A). 





(75) 


. 34A Parts and accessories of motor vc- 



50 




hides 







“Pistons 9 * (motor-vehicle ports) have been included in the dutiable list. 

They wduld pay duty at 10% 



a.v. However, when intended for use as original eqdpemt, they will not have to bear this duty. 



ABSTRACT—CENTRAL EXCISE 










(Rs lakhs) 

s. 

Tariff 



Estimated additional revenue 

No. 

Item 

Commodity 

Basic 

Special 

Addi. Regu- 

Total 


No. 


excise 

exrise 

excise latoiv 





duty 

duty 

duty in duty* 







lieu of 







Sales 







tax 


1. 

2. 

3. 

4. 

5. 

6. 7. 

8. 

1. 

IB 

Prepared 01 Preserved Foods 

<—)10 



)10 

2. 

IC 

Food Products 

(—)40 



L— )40 

3. 

ID 

Aerated Waters 

165 

# 


165 

4. 

2 

Coffee 

53 

(—058 

. 

(—)5 

5. 

4-1 

Unmanufactured tobacco 

2225 

(—)1294 

1167 (-)970 

1128 

6. 

4-II 

Cigarettes 

2370 

(—)2834 

770 

306 

7. 

7 

Kerosene 

2980 

, 


2980 

8. 

11 

Asphalt, Bitumen &Tar 

240 

. 


240 

9. 

UA 

Petroleum Products, not otherwise specified 

90 



90 

10. 

11B 

Blended or compound lubricating oils and greases 

500 

. 


500 

11. 

12 

Vegetable non-essential oils 

(~)16 



<-)16 

12. 

13 

Vegetable Product 

f—)30 

. 


(—030 

13. 

A 

Paints and Varnishes 

332 

(—)132 


200 

14. 

14D 

Synthetic organic dyestuffs 

240 



240 

15. 

14DD 

Synthetic organic products 

23 

. 


23 

16. 

14F 

Cosmetics and Toilet preparations 

102 

(-)102 


. 

17. 

14RH 

Fertilisers 

1250 



1250 

18. 

15 

Soap 

190 

(—>220 


(—)30 

19. 

15A 

Plastics 

747 

(-0530 


217 

20. 

16 

Tyers 

1435 

(—0H44 


291 


JL CAPITAL Opportunity t 
Start your aipall Industry 

with TIIC AID 

For details please write to us immediately : 

THE TAMIL NADU INDUSTRIAL INVESTMENT 
CORPORATION LIMITED 

L. L. A. Building, 150-A, Mount Road, MADRAS-2. 

Branches: 1231, South Main Street, THANJAVUU. 

247, Nalckcr New Street, MADURAI. 

6/37. Race Course K<ad, COIMBATORE-18. 
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5. 

6. 

7. 

8. 

21. 

16A 

Rubber products 

268 

(—)200 



68 

22. 

17 

Paper 

850 

(—)350 



500 

23. 

18 

Rayon and Synthetic fibres and yarn 

1434 

(—)2384 


• 

(~)9S0 

24. 

18A 

Cotton yarn 

(->60 

• 


• . 

=$ 

25. 

18B 

Woollen yarn 

125 

(—>140 


. 

26. 

18D 

Jn e twist, yarn, thread and ropes 

80 

• 


40 

120 

27. 

18E 

Yarn, not otherwise specified 

1700 

. 


• 

1700 

28. 

21 

Woollen fabrics 

44 

(—)44 

5 

* 

5 

29. 

22 

Artificial silk fabrics 

574 

(—)300 

585 

# 

859 

30. 

22A 

Jute manufactures 

188 

(—1212 


80 

56 

31. 

23 

Cement 

1137 

(—)910 


. . 

227 

32. 

23D 

Mosaic Tiles 

<—>10 


. , 

(—>10 

33. 

23A 

Glass & Glassware 

30 

(—)30 


# 

» 

34. 

26 

Steel ingots 

60 


30 

90 

35. 

26AA 

Iron or Steel products 

2280 

• • 

, , 

1140 

3420 

36. 

27 

Aluminium 

668 

(—)670 


420 

418 

37. 

28 

Tin plates 

100 



10 

no 

38. 

29 

Internal Combustion engines 

16 




* . 

39. 

29A 

Refrigerators & air-conditioners 

370 

(->370 



• * 

40. 

30 

Electric motors & parts 

295 

<—>130 



165 

41. 

30A 

Power-driven pumps 

200 




200 

42. 

31 

Electric batteries & parts 

236 

(—>145 

, , 


91 

43. 

32 

Electric bulbs 

10 

<-)io 



• • 

44. 

33 

B1 ctric fans 

84 

(—)84 



. . 

45. 

33A 

Wireless Receiving sets 

2S2 

(—>132 



120 

46. 

33AA 

Parts of W.R. sets 

(—)120 

• • 



(—>120 

47. 

34 

Motor vehicles 

605 

(—)605 



. . 

48. 

34A 

Motor vehicle parts and accessories 

20 

* • 



20 

49. 

37 

Cinematograph films, exposed 

37 

27 



10 

50. 

37B 

Cinematograph projectors and parts 

2 

• • 



2 

51. 

40 

Steel furniture 

C—)35 

# # 



(—>35 

52. 

48 

Safes & Strong Boxes etc. 

(—)5 

. f 



-)5 

53. 

53 

Zip or slide fasteness 

(-)5 




~)5 

54. 

56 

Playing cards 

C-)5 

24271 (- 

—)13073* 

2527 

750 

<-)5 

14475 


* Includes Rs. 40 lakhs on account of refund wider special excise duty since merged with basic duty* 


summary 



(Rs. in lakhs) 


States' 

Centre’s 

Total 


share 

share 


(a) basic excise duty 

2270 

8928 

11198 

(b) Additional excise duty in lieu of sales tax 

2503 

24 

2527 

(c) Regulatory duties of excise 


750 

750 

Total 

4773 

9702 

14475 


Provision for the discontinuance of salt duty is proposed to be continued during the financial year 1972-73 also. 

(Clause 68) 

Certain changes are being made in the sales tax law applicable to Delhi, which seek to make good certain lacunae which 
act to the detriment of the sales tax revenue accruing to Delhi Administration. The proposed amendments will help in the rea¬ 
lisation of sales tax dues in the event of transfer of a business, winding up of a company and partition of a Hindu undivided 
family which is not possible at present in the absence of specific provisions to this effect. At present, sales of raw materials in 
Delhi are exempt from tax irrespective of the fact, whether the goods manufactured therefrom are sold in Delhi or not. It is, 
therefore, being made clear that sales of raw materials will be tax free only when such sales are made to those who manufa cture 
in Delhi taxable goods for sale. 


(Clause 69) 
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CROSS-FERTILISATION 

How IBM as a corporate citizen \ 

Is fusing international technology' 
with Indian enterprise. 

i 



Many people pool their skills 
to make IBM computers in 
India. 

i 

More than 400 vendors 
|all over the country make 
j computer-age components for 
.Data Processing machines 
I manufactured at the IBM 
I plant in Bombay, 
i To enable these vendors - 


international standards, 

IBM makes available to them/ 
its world-wide fund of 
technological know-how, 
expertise and precision 
training. 

This is yet another example 
of how IBM is contributing to 
the growth and progress of 
the nation. 


to make components of 



mcm/120/72 IBM World Trade Corporation (lnco r porated in the U.S.A.) 
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Th« Seed Corn: There is one qui- Profit is the seed corn of industry. As 

ck way of bringing a farm to an end, the corn grows and the seed increases, 

and that is to rob the farmer of his so profits flow out of industry. They 

seed corn. Out of each harvest, a arc not a weed, to be scythed by the 

farmer must put by a percentage of his scythe of taxation or to be eradicated 

corn to plant again in the next season. by the hoe of nationalization. They are ( 

And if he has to expand and to plant the measure of an industry’s efficiency. ’ 

new fields, then he must retain more They arc the new power generated by £ 

and more of his crop to have more and that industry for the creation of fur* & 

more seed corn. ther industries, * 
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Agricultural Income-tax in India 

OR P. K- BHARGAVA 


The chief ministers' con¬ 
ference, held at New Delhi 
on October 12, 1971, de¬ 
cided to appoint an expert 
committee to examine the 
centre's proposal to link or 
merge income-tax with agri¬ 
cultural income-tax. It was 
clear at the meeting that 
while the chief ministers of 
states recognised the urgen¬ 
cy of raising additional 
resources in the present 
economic situation of the 
country, they were opposed 
to handing over their power 
to levy the tax to the centre. 
The Chief Minister of Tamil 
Nadn even went to the 
extent of suggesting that the 
centre should hand over its 
own powers of levying 
income-tax to the states. 
It was also surprising that 
as many as nine states in¬ 
cluding Assam, Bihar, 
Kerala, Maharashtra, My¬ 
sore, Tamil Nadu, West 
Bengal, Orissa and Uttar 
Pradesh, reiterated that they 
were already levying a tax 
on agricultural income. 

Some of the chief minis¬ 
ters referred to the peculiar 
problems of assessing and 
collecting of agricultural 
income-tax and pleaded 
that the tax could be effec¬ 
tively exploited only by the 
states. The appeal of the 
Planning Minister to the 
; chief ministers that the 
I distinction between agricul¬ 
tural and non-agricultural 
incomes is only historical 
and they should agree to 
the centre collecting the 
’agricultural income tax met 
with no success. 

The Constitution 

Under the Constitution 
of this country the central 
government is prohibited 
from taxing agricultural 
land or income. The states 
-are, thus, empowered to tax 
such land or income. The 
separation of agricultural 
I and non-agricultural in¬ 
comes for purpose of taxa¬ 


tion is perhaps unique in 
this country. However, it 
would be futile to refer to 
the circumstances that have 
led to this dichotomy. The 
advantage of agricultural 
income-tax is that it can 
help in ensuring equity in 
taxation, since land revenue 
is lovied at a flat rate and 
is not related to any in¬ 
crease in income, output or 
productivity of land. The 
agricultural income-tax 
should, therefore, be levied 
on a slab system so that the 
tax burden on the small and 
large land owners as also 
on the agricultural and non- 
agricultural incomes may be 
made equitable. 

At present the agricul¬ 
tural income-tax is levied 
only in some of the states, 
viz., Assam, Bihar, Kerala, 
Maharashtra, Mysore, Oris¬ 
sa, Tamil Nadu, West 
Bengal and Uttar Pradesh 
(in the case of the last it is 
called a ‘large land-holdings 
tax’). The states of Gujarat, 
Haryana, Punjab. Andhra 
Pradesh and Madhya Pra¬ 
desh (except Bhopal) have 
no agricultural income-tax. 

Tax-Free 

Thus Punjab which has the 
highest per capita income 
in India and Gujarat the 
third highest have no agri¬ 
cultural income-tax, while 
Maharashtra which ranks 
second levies such a tax 
only on incomes above Rs 
36,100. Even in states 
where the tax is levied there 
is a general feeling that it 
is inadequately enforced. 
Accordingly, the importance 
of agricultural income-tax 
in total revenue from state 
taxes is declining as is evi¬ 
dent from Table I. 

Table I shows that the 
ag'icultural income-tax for¬ 
med two per cent of the 
revenue from state-taxes 
during the first Plan. 
This percentage declined to 


1.4 in the third Plan and 
further to 0.9 in 1970-71 
(budget) although m ab¬ 
solute terms the yield from 
this tax increased from Rs 
24.6 crores in the first Plan, 
to Rs 42.5 crores in the 
second Plan and further to 
Rs 48.9 crores in the third 
Plan but it should be noted 
that the increase in yield 
during the three Plans was 
due to more states impos¬ 
ing it, otherwise in many of 
the individual states the 
yield from agricultural 
income-tax has been de¬ 
clining. For instance in 
Uttar Pradesh it declined 
from Rs 53 lakhs in 1957-58 
to Rs 8 lakhs in 1963-64. 
During the same period it 
declined from Rs 54 lakh 
to Rs 38 lakhs in Mysores 
and from Rs 117 lakhs to 
Rs 65 lakhs in West Bengal. 

The Yield 

Since then the yield in 
these states increased to Rs 
172 lakhs and Rs 102 lakhs 
respectively in 1969-70. We 
may also emphasise here that 
the yield from agricultural 
income-tax increased by 336 
per cent in 1967-68 as 
compared to 1950-51 as 


(1.4.1951 to 
31.3.1956) 

Second Plan 42.5 

(1.4.1956 to 
31.3.1961) 

Third Plan 48.9 

(1.4.1961 to 
31.3.1966) 

1970-71 (Budget) 12.9 


against an increase 910 per 
cent in sales tax, an in¬ 
crease of 769 per cent in 
stamps and registration, an 
increase of 1030 per cent in 
taxes on transport and an 
increase of 505 per cent 
in revenue from all state 
taxes. These data clearly 
demonstrate the declining 
importance of the agricul¬ 
tural income-tax and em¬ 
phasise the prosperity of 
the agricultural population 
in general and especially 
that of the affluent section. 

Rapid Rise 

The burden of the agri¬ 
cultural income-tax has a so 
fallen on account of the 
rapid rise in agricultural 
income accuring from the 
rising prices of agricultural 
products and from the rise 
in productivity of land. 
Since the rise in the rates 
of agricultural income-tax 
in different s’ates has not 
been commensurate with 
the increase in agricultural 
incomes, the burden of 
agricultural income-tax has 
fallen to such a low level 
that it has become more or 
less of a kind of surcharge, 
at l;ast, in so far as the 


1896.9 

2.0 

3339.9 

1.4 

1398.5 

0.9 
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L AND REVENUE AND AGRICULTURAL INCOME- 
TAX IN TOTAL REVENUE FROM STATE TAXES. 

{Rupees crores) 


Agricultural 
Income Tax 


Total Re venue 
from State 
Taxer 


1 as per¬ 
centage 
of 2 


First Plan 


24.6 


1257.1 


2.0 
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fanners in the higher in* 
come brackets are concern¬ 
ed. It appears that the tax 
can be made an important 
source of revenue by lower¬ 
ing its exemption limit and 
by making suitable changes 
in its rate;:. 

A distinguishing feature 
of agricultural income-tax 
is that three states, Aiamely, 
Assam, Kerala, ana Tamil 
Nadu, account for almost 
7( per cent of the collection 
where plantation is pre¬ 
dominant. The exemption 
limit for the agricultural 
income-tax also differs 
significantly among the 
states as is clear from Table 
II. In some states it is 
very high and in others 
where size of holding is the 
basis it differs very signi¬ 
ficantly. For instance, in 
West Bengal 75 bighas (25 
acres) of cultivable land is 
the maximum one can 
possess, which means not a 
single cultivator would be 
liable to pay the tax as the 
exemption limit is 82 bighas. 
In Maharashtra the exemp¬ 


tion limit is a* high asRs 
36/00 while 1* Uttar Pru¬ 
des’., Kerala, Tamil Nadu 
and Orissa it iij moderate. 

It would be ideal if agri¬ 
cultural and non-agrfcul- 
tural incomes could be 
taxed under one income tax. 
The fifth Finance Com¬ 
mission Cl 969) rightly ob¬ 
served that “A single in¬ 
come-tax levied both on 
agricultural and non-agri- 
cultural incomes will have 
the advantage of a unified 
system, leaving no scope 
for evasion by showing 
greater income under less- 
taxed or non-taxed sections; 
it will also be in line with 
the practice of other advan¬ 
ced countries of the world.”* 
But as taxation of agricul¬ 
tural incomes fall in the 
states list it will be difficult 
to do so, because the states 
have already resented such 
a move. 

In the present state of 
centre-states relations, 
amendment of the Consti- 
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tution also does not state governments. For 

appear to be a proper sohi- purposes of dete r mining the 

tion. However, a proper, rate of assessment on agri- 
solution could be founds cuttorel ineome, the total 
along the following lines- fhodme of the assessee in- 
and it would be beneficial eluding the non-agdcultural 

both for the union and income shouldbe taken into 

Table II 

EXEMPTION LIMITS FOR AGRICULTURAL 
INCOME-TAX 


State 

Income 

(Rs) 

Size of holding 
(acres) 

Maharashtra 

36,000 

_.. 

Orissa 

5,000 

— 

Uttar Pradesh 

3,600 

30 

Tamil Nadu 

3,500 

121 

Bihar 

3,000 

_ 

Kerala 

3,600 

— 

West Bengal 

— 

82 bighas 

(1 bigha=0.32 acres) 

Mysore 


50 adres of 8th class 
of land (lowest or 
an extent equivalent 
to one or more of 
the class) 

MP (Bhopal) 


50 acres oftractori- 
sed land and 100 
acres of non-tractori- 
sed land. 
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determining the rate of tax 
on non-agricultural in¬ 
comes. Under this system 
there would be no en¬ 
croachment on the states' 
autonomy as it involves no 
taxation of agricultural 
income by the centre. How¬ 
ever, the efficacy or the 
proposed scheme would 
depend on co-ordination 
and co-operation between 
the central Income Tax 
Department and state autho¬ 
rity but such a scheme is 
earnestly desirable in the 
broader national interest as 
it will help in checking tax 


evasion to a considerable 
extent and would also bring 
greater revenue to the state 
exchequer. 

To conclude, it may be 
emphasised that agricultural 
income tax should be levied 
on a slab system and suit¬ 
able changes in tax rates 
should be made so that the 
tax bu 'den on the small and 
large land owners as also 
on the agricultu'al and 
non-agricultural income may 
be made equitable The tax 
should be introduced in 
states where it is not levied 


Land Tax in India 
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account. That procedure 
would bring larger revenue 
to the states mid will also 
have the advantage that 
there will be no encroach¬ 
ment on the centre’s auto¬ 
nomy as it involves no 
taxation of non agricultu'al 
income but only considering 
it for purposes of determin¬ 
ing the rate of tax. 

Correspondingly, the 
agricultural income will 
also have to be taken 
into account by the 
Income Tax Department of 
the union government in 


A meeting of the chief minis¬ 
ters was held in New Delhi 
on October 12,1971 to dis- 
duss the mobilisation of re¬ 
sources by the states in view 
of the fresh strains on the 
country’s economy. At that 
time, the question of in¬ 
creasing agricultural land 
taxation was again discues- 
sed. What is the case for 
an upward revision of land 
tax in India? 

Just before World War 
II, about four per cent 
of national income from agri¬ 
culture was being mopped 
up by the states by way of 
land revenue. At that time, 
the state governments had 
not imposed the agricultu¬ 
ral income-tax. During the 
war and post-war period, 
prices of food articles went 
up continuously. The in¬ 
dex number of wholesale 
prices of food articles shot 
up to 398.6 in 1951-52 from 
100 in 1939 (base year). As 
a result of this, national in¬ 
come from agriculture at 
current prices went up steep¬ 
ly- 

However, during this 
period (1939-52), the land 
revenue assessment was not 
revised' upwards. As the 
tax was payable in coin, its 
burden declined rapidly 
with every Increase in the 


money-value of agricultural 
production. Hence, though 
by 1951-52, about half a 
dozen states had levied 
agricultural income-tax, the 
combined burden of land 
revenue and agricultural 
income tax was only 1.1 per 
cent of the agricultural in¬ 
come in that year (Table 1). 
Thus, a quadruple increase 
in the prices of food arti¬ 
cles meant a fall to a fourth 
in the burden of the land 
tax. 

Since 1951-52, the same 
trend has continued, with 
added momentum. Prices of 
food articles have more than 
doubled. The index number 
of wholesale prices of food 
articles moved from 93.7 in 
1951-52 (base year 1961-62= 
100) to 203.0 in 1969-70. 
Data beyond this year are 
provisional and hence sub¬ 
ject to large fluctuations. In 
order that such fluctuations 
should not vitiate our con¬ 
clusions, the data upto 
1969-70 are only used. Du¬ 
ring this period, the agri¬ 
cultural income at current 
prices increased by 212 per 
cent from Rs 4,780 crores 
to Rs 14.905 crores. 

On the other'hand, the 
burden of the land tax in¬ 
creased by only 122 per cent 
from Rs 52.3 crores to Rs 


116.8 crores. Thus, the 
increase in the land tax has 
lagged behind that in the 
agricultural income. Conse¬ 
quently, the percentage of 
land tax to the national 
income from agriculture 
came down from 1.1 in 
1951-52 to 0.8 in 1969-70. 
It may be reiterated here 
that this percentage was four 
in 1938-39. 

According to the Land 
Revenue Code, 1889, the 
land revenue assessment 
is to be revised every 30 
years, after taking into ac¬ 
count the ruling prices of 
food articles, type of crops 
obtained, increase in the 
productivity of land etc. 
The last such review of 'he 
land revenue was under¬ 
taken in the twenties. It 
was again due in the fifties. 
The reluctance of the state 
governments to undertake 
the revision is reflected in 
the declining importance of 
the land tax in the state tax 
structure. 

The percentage of land 
tax to the total state tax 
revenue was 18.6 in 1951-52. 
It declined sharply to 5.9 in 
1969-70. In 1956 57, it was 
at the peak of 29.6 per cent. 
This was due to a steep fall 
in the prices of food arti¬ 
cles (index No. 72.t) during 


at present and the exemp¬ 
tion limit should be suit¬ 
ably modified so that the 
relatively better-off farmers 
may fall within the net of 
this tax. And finally, for 
purposes of determining the 
rate of assessment on agri¬ 
cultu'al income the total 
income of the assessee in¬ 
cluding the non-agricultural 
income should be taken into 
account and vice versa- 
This will ensure autonomy 
of the union and state 
governments and will also 
bring greater revenue to the 
state exchequer. 


the previous year, 1955-56. 

The neglect of this im¬ 
portant tax source has dis¬ 
torted the finances of the 
slates. Their dependence 
on the centre has increased 
in the recent years. 1968-69, 
the centre paid Rs 490.98 
crores to the states by 
way of their share in the 
central taxes. This formed 
28 per cent of their total 
tax revenue. Owing to the 
neglect of this important 
tax, the states arc facing an 
acute shortage of funds as 
reflected in rising overdrafts 
with the Reserve Bank of 
India (RBI). Such over¬ 
drafts went up from Rs 23 
crores in 1963-64 to Rs 360 
crores as at • he end of June, 
1971. Even if the states 
had maintained the same 
percentage of the land tax 
to the agricultural income 
as existed in 1938-39, viz. 
four per cent, they would 
have obtained about Rs 
384 crores more. There 
would have then been no 
need to obtain the over¬ 
drafts from the RBI. 

Indeed, there is a strong 
case for obtaining more 
than four per cent of the 
agricultural income through 
taxation. Before World 
War II, the British govern¬ 
ment in India resort^ 
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to tbe laissez faire policy 
towards agriculture. The 
government’s help to agri¬ 
culture was limited to 
the taccavi loans, and grants 
under the “Grow More 
Food” campaign. After 
Independence, active parti- 
cipatian of the government 
in agriculture began. From 
1951-52 to 1968-69, the 
government spent on agri¬ 
culture Rs 8,116 crorcs out 


of the total fflan outlay of 
Rs 21,962 crores (actuals). 
This gives a percentage of 
37 or an annual average 
expenditure of Rs 451 crores 
(vide page S 88 of the Re¬ 
port on Currency and Fi¬ 
nance, 1969-70 issued by the 
Reserve Rank' of India.). 

This has improved the 
agricultural productivity to 
a remarkable extent. Du¬ 


ring the first three five-year 
Plans, tbe productivity in¬ 
creased by 11.2 per cent, 
6.9 per cent and 2.3 percent 
respectively. During 1966-67 
to 1968-69, it has further 
increased by 22.8 per cent 
(vide page S 15 of the Re¬ 
port on Currency and Fi¬ 
nance 1969-70 issued by the 
RBI). 

Thus, the agriculture in 


this country has reaped the 
combined benefits of in¬ 
creased prices (117 per cent), 
high government expendi¬ 
ture and an improvement 
of 43.2 per cent in the pro¬ 
ductivity, over the last 18 
years. Tbe increase in its 
contribution to the exche¬ 
quer has been only 122 per 
cent. Roughly speaking, 
only the advantages of high¬ 
er prices of the food arti- 


Table I 

LAND TAX, AGRICULTURAL INCOME AND PRICES: 1951-52 TO 1969-70 


Year 

Agricultural 
income-tax 
(Rs in 
crores) 

Land 
Revenue 
(Rs in 
(crores) 

Total 
land tax 
(Rs in 
crorcs) 

Total 

tax 

revenue 
of all 
states 
(Rsin 
crores) 

Percentage 
of land 
tax to 
total tax 
revenue 

National 
income from 
agriculture 
(Rsin 
crores) 

Percentage 
of land 
tax to 
national 
income 
from 

agriculture 

Index No 
of whole¬ 
sale 

prices of 
food 
articles 
(1961-62= 
100) 

1951-52 

4.3 

48.0 

52.3 

281.1 

18.6 

4,780 

1.1 

93.7 

1952-53 

4.1 

57.4 

61.5 

304.9 

20.2 

4,810 

1.3 

84.1 

1953-54 

3.8 

70.7 

74.5 

330.3 

22.6 

5,310 

1.4 

90.4 

1954-55 

4.8 

72.6 

77.4 

337.2 

23.0 

4,350 

1.8 

80.0 

1955-56 

7.7 

78.0 

85.0 

356.1 

23.6 

4,390 

1.9 

72.1 

1956-57 

5.7 

92.7 

108.4 

366.7 

29.6 

5,380 

1.9 

85.2 

1957-58 

7.8 

87.7 

95.5 

472.0 

20.2 

5,130 

1.8 

88.6 

1958-59 

8.4 

91.9 

100.3 

537.1 

18.7 

6,080 

1.6 

95.9 

1959-60 

8.9 

95.1 

104.0 

577.4 

18.0 

6,090 

1.5 

99.1 

1960-61 

9.5 

97.2 

106.7 

628.8 

16.9 

6,570 

1.6 

99.9 

1961-62 

9.4 

95.2 

104.6 

662.6 

15.6 

6,771 

1.5 

100.0 

1962-63 

9.6 

120.0 

J29.6 

794.0 

16.3 

6,905 

1.8 

106.5 

1963-64 

9.3 

123.4 

132.7 

939.1 

14.1 

8,015 

1.7 

115.4 

1964-65 

10.7 

119.8 

130.5 

1,022.4 

11.7 

9,846 

1.4 

135.4 

1965-66 

9.9 

U1.9 

121.8 

1,175.8 

10.4 

9,523 

1.3 

144.6 

1966-67 

10.5 

89.6 

100.1 

1,305.7 

7.7 

11,491* 

0.9 

171.1 

1967-68 

11.8 

98.6 

110.4 

1,486.3 

7.5 

14,569* 

0.7 

207.8 

1968-69 

9.9 

113.9 

123.8 

1,708.4 

7.2 

13,859* 

0.8 

196.9 

1969-70 

14.0 

102.8 

116.8 

1.980.9 

5.9 

14,905* 

0.8 

203.0 


^denotes “Provisional”. 

Note: Figures for 1956-57 only are “budget” figures, as accounts figures are not supplied for this year in the Reserve 
Rank ptiblications for some unexplained reasons. Figures for other years are “accounts” figures. 

Source: Reserve Bank of India*. Monthly Bulletins and annual reports. 
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FOURWARD MARCH 
FOR FARE REDUCTIONS!]' 




Take a big holiday on a small budget, 
take Air-lndia's money-saving Excursion Fare. 
Fly direct to New York. Stay for as little as *" 
14 days or as long as 120 days. No age 
qualification, no groups. The offer is open . 
right through the year. 


Youth Fare! 


' y over 12 years and under 30 
o«ve almost Hs. 3300 or more on Air-India/s 
Youth Fares to Paris and back with two 
stopovers, one in each direction. Stay for 
as long as 90 days or as little as 14 days. 


From 

Bombay 
New Delhi 
Calcutta 
Madras 


I Excursion Fare to 
New York and back 

Rs. 4004 
, Rs. 4004 
Rs. 4732 
Rs. 4674. 


From 

Bombay 
New Delhi 
Calcutta 
Madras 


Youth Fare to 
Paris and back 

Rs. 3153 
Rs. 3153 
Rs. 3952 
Rs. 3715 


Saving 

Rs. 3152 
Rs. 3152 
Rs. 3142 
Rs. 3237 


3 It pays to send your 
best men away I 


Reward your best men with a trip abroad 
under Air-lndia's Incentive Group Fares 
Scheme. The group must comprise of 10 or 
more employees and/or agents and/or 


dealers of the same firm travelling to the 
U.S./Canada/Mexico. Get two stopovers, 
/one in either direction to the destination 
and 14 days stay. 


* Birds of a feather, 
fly together! 


Fly in a flock and save big money. 

The flock must consist of at least 15 members 
belonging to the same school/college, institute, 
firm, club, society, corporation, association or 
organisation. Wife/husband and children , 


are included as part of the group. 

j* For fullest details about these money¬ 
saving schemes contact your nearest 
Air-India office or your Travel Agent. Now. 


'the airline that saves you money 
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cles have been snapped op 
by the state governments 
through higher taxation. 
The advantages of the go¬ 
vernment expenditure and 
productivity improvement 
have-been given to the agri¬ 
culture gratis. 

On the other hand, the 
percentage of direct taxes to 
non-agricultural income was 
3.2 in 1951-52. It increased 
to five per cent by 1969-70. 
From 1951-52 to 1969-70 
national income from the, 
non-agricultural sector in¬ 
creased by 229 per cent, 
firom Rs 4,950 crores to 


Rs 16,269 crores, whereas 
the impost of direct taxa¬ 
tion increased by 376 per 
cent, from Rs 175.1 crores 
to Rs 833.3 crores. In this 
way, the increase in the bur¬ 
den of direct taxation has 
been faster than the increase 
in the non-agricultural in¬ 
come. As regards the agri¬ 
cultural sector, the increase 
in the direct taxation (122 
per cent) was less than that 
in the agricultural income 
(191 per cent.). 

Thus, the government’s 
treatment to these two sec¬ 
tors does not meet the re¬ 


quirements of the equity 
canon of taxation. From the 
point of view of the govern¬ 
ment’s investment also, the 
same trend is discernible. 
The Plan investment in agri - 
culture was 37 per cent; in 
industry and mining it was 
Rs 4,903 crores during 1951- 
52 to 1968-69 or only 22 
per cent of the total Plan 
outlay (actuals). This is the 
only expenditure which has 
gone directly and in full to 
the non-agricultural sector. 
The Plan expenditure on 
transport, communications, 
social services and miscel¬ 
laneous items has helped 


both. 

The Taxation Enquiry 
Commission (Chairman; Dr. 
John Mathai) had found 
that the tax structure in 
India was very favourable 
to agriculture in that it 
paid a much lower per capi¬ 
ta tax than that paid by the 
industries. This observation 
referred to the tax structure 
in 1951. Commission there¬ 
fore suggested the removal 
of this imbalance by increas¬ 
ing land taxation in India. 
Since then, not only the 
government has not narrow¬ 
ed down the imbalance but 
actually has allowed it to 


Table II 

DIRECT TAXES PAID BY THE NON-AGRICULTURAL SECTOR IN INDIA: 1951-52 TO 1969-70 


Year 

Direct taxes 
levied by 
the centre 
(Rs in crores) 

Direct taxes 
levied by 
states 

(Rs in crores) 

Total direct 
taxes 

(Rs in crores) 
Col.2+Col3 

National 
income from 
non-agricul¬ 
tural sector 
(Rs in crores) 

Percentage of 
direct taxes to 
non-agricul¬ 
tural income 
Col. 4 

, _ yfnn 

aIUUL 

Col. 5 

I 

2 

3 

4 

5 

6 

195L-52 

173.2 

1.9 

175.1 

4,950 

3.2 

1952-53 

185.2 

2.1 

187.3 

5,110 

3.7 

1953-54 

154.4 

1.9 

166.3 

5,170 

. 3.2 

1954-55 

160.5 

1.9 

162.4 

5,270 

3.1 

1955-56 

170.2 

2.2 

172.4 

5,460 

3.2 

1956-57 

205.0 

2.0 

207.0 

5,790 

3.6 

1957-58 

229.2 

2.4 

231.6 

6,11C 

3.8 

1958-59 

240.3 

2.7 

243.0 

6,360 

3.8 

1959-60 

274.2 

2.8 

277.0 

6,700 

4.1 

1960-61 

291.5 

1.4 

292.0 

6,473 

4.6 

1961-62 

336.2 

3.5 

339.7 

7,279 

4.9 

1962-63 

422.1 

3.9 

426.0 

7,968 

5.4 

1963-64 

549.3 

3.1 

552.4 

9,079 

6.3 

1964-65 

599.2 

17 

602.9 

10,115 

6.1 

1965-66 

598.0 

4.7 

602.7 

11,098 

5.6 

1966-67 

656.2 

4.8 

661.0 

12,412* 

5.6 

1967-68 

654.3 

4.6 

658.9 

13,805* 

5.0 

1968-69 

697.6 

6.1 

703.7 

14,819* 

5.0 

1969-70 

826.5 

6.8 

833.3 

16,269* 

5.0 


*denotos “Provisional” 

Note: Figures for 1956-57 only “budget” figures, as accounts figures are not supplied for this year in the Reserve 
Bank publications for some unexplained reasons. Figures for other years are *‘accoun*s” figures. 

Source: Reserve Bank of India: Monthly Bulletins and annual reports. 
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widen still further, as seen 
above. 

To conclude, there is a 
strong case for an upward 
revision of the land tax 
in India, particularly that 


falling on the . big pros* 
perous farmers, As far 
back as in 1946, the 
Naidu Committee (Chair* 
man : B.V.N. Naidu) had 
found that in World War 
11 , only the large farmers 


had benefited from the price 
rise of food articles. At 
present also, this is the only 
class which is reaping the 
advantages of rising prices 
and government expenditure 
on agriculture. Further, 
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agricultural taxation today. 
has become regressive, A 
recent survey showed that 
the tax paid by the rich and 
the poor fanners is respecti- : 
vely seven per cent and 12 
per cent of their incomes. 


Management of Public Debt In India 

KIRAN AOHYARU 


In recent years the expendi¬ 
ture of the union and the 
state governments on reve¬ 
nue and capital accounts 
has risen rapidly as com¬ 
pared to their ability to 
raise resources. This gap can 
be bridged by public bor¬ 
rowing. Otherwise increas¬ 
ing reliance may have to 
be placed on deficit financ¬ 
ing, which after a certain 
level leads to inflation and 
other evils. There has been a 
rapid increase in the volume 
of the public debt—internal 
as well as external mainly 
for Plan purposes. 1 Thus 
the increasing public debt 
has created the problem of 
public debt management. 
Now-a-days debt manage¬ 
ment has been recognised as 
an important instrument of 
the state policy and an essen¬ 
tial complement to the 
monetary policy of the 
central banking institutions. 

The problem of debt 
management arises mainly 
because the level of existing 
debt continuously matures 
and the government must 
find some techniques of 
refinancing it. The problem 
of debt management docs 
not create any new debt 
as Prof. J. M. Buchanan 

has emphasised that “. 

debt management takes 
place even when no debt is 
created and no old debt is 
being retired in net terms.” 2 

About the nature of the 
public debt management 
Warren L. Simth points out 
that “debt management may 
be defined as ‘all measures* 
that affect the size and 
composition of the stock 
of outstanding claims agai¬ 
nst the Federal Govern¬ 
ment.*’ 2 This definition's 


broad in its scope and would 
include fiscal policy. 4 

There are two schools 
of thought on debt manage¬ 
ment policies. One school 
of thought is of the opinion 
that the debt should be 
managed in such a way that 
minimises its effect on the 
economy. 6 The other school 
betieves in using facets 
of debt management to the 
utmost in affecting the eco¬ 
nomy in the manner desired. 
In this context Professor 
Lindholm has emphasised 
that “Debt management 
policy could be much more 
influential if there were no 
goals related to debt other 
than those making effective 
use of it as a fiscal policy 
tool. There is, however, 
no prospect that this wilt 
ever be the case.” 6 

In advanced countries 
the objective of debt 
management is to keep the 
debt burden at a minimum 
level, which is possible 
only with the help of a 
suitable structure of interest 
rates and by attracting suffi¬ 
cient funds into, govern¬ 
ment bonds to maintain 
level of employment and 
economic stability. 7 But 
in developing countries the 
objective of public debt 
management is to achieve 
an accelerated rate of 
economic development by 
changing the debt structure 
to bringc conomic stability. 
It is, therefore, necessary 
that rapid rise in prices or 
inflation must be avoided. 
However, this does not 
mean that relative prices 
should not be permitted 
to rise at all. It may be 
pointed out here that public 
debt management may also 


serve as a complementary 
tool for economic stabilisa¬ 
tion particularly to check 
inflation (issuing long¬ 
term securities where the 
economy is expanding in 
order to reduce total 
liquidity and shortening 
the debt structure during 
recession because it tends 
to be expansionary). It 
is called counter cyclical 
debt management. 8 

In India the field of 
public debt management 
is so wide that it includes 
“those measures of the 
government and the Resevc 
Bank of fndia which change 
the size, the composition 
and the ownership dis¬ 
tribution of public debt, 
affect the level and structure 
of interest rates, determine 
the timings and the mode of 
borrowing, refunding and 
conversion operations and 
also those policies which 
influence the volume and 
the extent of trading in 
the securities market.*’ 9 

It is thus evident that 
the importance of public 
debt management is increas¬ 
ing rapidly because it has 
its effect on the economy 
us a whole. Recently Prof. 
C. C* Abott has observed 
that, “the way in which 
the debt is managed and 
the ' success achieved will 
directly affect social secu¬ 
rity, Federal grants-in-aid, 
banking legislation, the 
conservation programme, 
and many other matters of 
public policy that the 
country has been accustom¬ 
ed to determine with 
little reference to their 
effect upon Federal 
Finance”. 10 

In India the problem of 


debt management is not 
merely that of creating the 
debt for financing the, 
deficit in the budget and 
managing the securities 
markets but its objectives 
arc achievement of a faster 
rate of economic growth, 
stabilisation of govern¬ 
ment bond prices, the 
maintenance of a structure 
of interest rates in the orga¬ 
nised sector of the money 
and capita I mar ket s, mi nim i- 
sation of the cost of ser¬ 
vicing the debt, and res¬ 
training the inflationary 
pressures in the economy. 
But there are certain pro¬ 
blems in the way of acheiv- 
ing these objectives of public 
debt management. Our 
money market is not fully 
developed, the interest rate 
structure is not integrated 
and there is only little co- 
relation between organised 
and non-organised sector 
cf the economy. Besides 
the growth of public debt 
depends on the security 
market, which is domi¬ 
nated by a few institutional 
investors. These institu¬ 
tions have also to subs¬ 
cribe loans to the private 
sector. “It thus follows 
that the demand for govern¬ 
ment securities can only 
grow if the capital market 
gains both in funds and par¬ 
ticipants.” 11 

As pointed out above, 
the enormous increase of 
public debt since Indepen¬ 
dence has raised the pro¬ 
blem of public debt mana¬ 
gement. The public debt of 
the central government in¬ 
creased from R« 2,054 
crores at the end of March 
1951 to Rs 13,375 crores 
at the end of March 1970, 
showing an increase by 
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nearly 6.5 limes. However, 
the rise in external debt, is 
much greater than the rise 
in internal debt. The 
government of India had 
negligible external debt in 
1951 as a result of repatri¬ 
ation of sterling loans. With 
the advent of development 
planning in India it became 
necessary to import heavy 
capital equipment. Hence 
India’s external debt rose 
from Rs 32 crorcs at the end 
of March 1951 to Rs 761 
crorcs at the end of March 
1961, to Rs2,61l crorcs at 
the end of March 1966, and 
to Rs 6 t 141 or ores at t he end 
of March 1970 (Tabic I). It 
has increased by 192 times 
over this period. The main 
rise in foreign debt has been 
from the dollar area. These 
loans were taken from 
the USA, IBRD, IMF, 
IDA#, IFC, etc. External 


borrowing became essen¬ 
tial in the face of acute 
foreign exchange shortage 
in 1957-58 and 1 imports of 
foodgrains which showed a 
continuous increase from 
year to year due to rapid 
population growth coupled 
with nearly stagnant agri¬ 
cultural production. 

It may be true that cyen 
though the government of 
India has exploited exter¬ 
nal resources to the maxi¬ 
mum extent possible, it 
has mostly to depend upon 
internal resources for rapid 
economic development. 
Internal debt increased 
from Rs 2,022 crorcs at the 
end of March 1951 # to Rs 
3,975 crorcs at the end of 
March 1961 and further to 
Rs 7 234 crorcs at the end 
of March 1970. Of the rise 
of Rs 7,234 crorcs at the 


end of March 1970 in inter¬ 
nal debt, the increase in 
permanent debt is Rs 4,147 
crores, in treasury bills, 18 
Rs 2,398 croros and in 
special floating loan Rs 689 
crorcs. At the end of March 
1971. total public debt of 
the centralg overnment was 
expected to rise to Rs 14,420 
crorcs. 

If we make a compa¬ 
rative study of India's 
public debt with other 
countries it is noticablc 
that in the UK in 1958-59 
the national debt formed 
170 p^r cent of gross nat¬ 
ional product and in the 
USA this percentage was 
6l\ whereas in India pub¬ 
lic debt was 49 per cent of 
net national product in 1967- 
68 at current prices. If we 
compare the payment of 
interest charges as a part of 


total public revenue it is 
found that while this pro¬ 
portion is 7 par cent in 
India, it is 11 par cent in 
the * United States and 60 
per ccltt in Britain. Thus 
it is clear that there is 
nothing to feel scared by 
the increasing public debt 
in India which is rela* 
tively less and that too 
for productive purposes. 
Moreover, the increasing 
volume of internal debt is 
only a transfer from one 
group to the other and 
there arises no burden when 
the taxes are levied accor¬ 
ding to (he principle of 
taxation. As Hansen puts 
it, “An internally-held debt 
represents a transfer of 
funds within the community. 
It is true that attention 
must be paid to the charac¬ 
ter of the tax structure 
through which the transfer 


Quick communication is vital for 
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payments me e®oted. ia 

Besides public debt there 
are .other non-market- 
able obligations of the 
government of India, such 
as small savings, state pro¬ 
vident funds, PL 480 
deposits, public provident 
funds, income-tax annuity 
deposits, etc. and balances 
in the various reserve funds 
and deposit accounts. The 
total of such other liabi¬ 
lities increased fromR* 810 
mores at the end of March 
1951 to Rs 4,470 cores 
at the end of March 
1970, and was expected to 
rise further by Rs 265 or ores 
to Rs 4,73S crores by the 
end of March 1971—an 
increase of 5.9 per cent over 
the level at the end of March 
1970. Of this in crease of 
Rs 4,470 crores at the end 
of March 1970, over 45 
per cent (Rs 2,021 crores) 
was accounted for by small 
savings, nearly 17 per cent 
(Rs 759 crores; by state 
provident funds, and about 
15 per cent (Rs 654 crores) 
by PL 480 deposits. The 
debt and the liabilities of 
the government of India 
(after deducting Rs 300 
crores due from Pakistan 
on account of her share 
of pro-partition debt) 
amounted to Rs 17,545 
crores at the end of March 
1970. 

Much of the success of 
the internal borrowing pro¬ 
gramme was due to the 
expansion of the capital 
market. By 1963 this market 
consisted of L1C, the State 
Bank of India, Provident 
Fund, Industrial Finance 
Corporation and state 
finance corporations, the 
government and the Reserve 
Bank of India. These ins¬ 
titutions held among them¬ 
selves one-third of the total 
marketable debt. Between 
1951 and 1969, the combin¬ 
ed marketable debt of 
central and state govern¬ 
ments rose from Rs 1496.53 
crores to Rs 4,629.0 crores. 
/The Reserve Bank of 
'India (own account) conti¬ 
nued to be the largest single 
holder of government debt. 
Its share in the total market¬ 


able debt increased from 
Rs 339.93 (22.7 per cent) 
at the end of March 1951 
to Rs 1342.3 crores (29.0 
per cent) at the end of 
March 1969. Commercial 
and co-operative banks held 
about one-fourth of the 
total marketable debt, their 
share rose from 26.2 per 
cent (Rs 391.60 crores) 
at the end of March 1951 to 
24.7 per cent (Rs 1,143.8 
crores ) at the end of March 
1969. Provident Funds, 
however, occupied the third 
place, their proportionate 
holding of the total debt 
actually rose to 17.9 per 
cent at the end of March 
1969 from 7.8 per cent at 
the end of March 1961. 


The share of insurance 
companies which occupied 
the fourth place rose from 
7.5 p3r cent at the end of 
March 1951 to 14.3 per 
cent at the end of March 
1969. But on the other side 
the share of joint stock 
companies, trusts and indi¬ 
viduals has declined from 
1.3 per cent, 6.5 per cent 
and 2.7 per cent, 
at the end of March 
1961 to 0.2 per cent, 1.3 
per cent, and 1.1 per cent 
at the end of March 1969 
respectively (see table II). 

This narrowness of the 
securities market limits the 
growth of marketable debt 
and it is necessary that 
the ownership of pub¬ 
lic debt should be marc 
widespread and for this 
government should offer 
more attractive loans for 
them (by higher rate of 
interest) and increase the 
liquidity of marketable debt 
without involving any capi¬ 
tal loss to the holders. But 
the overall expansion of the 
captive market ensured 
the public borrowing pro¬ 
gramme at lower interest 
rate. Without it the govern¬ 
ment will be forced by 
the scarcity of funds to 
raise the level of borrow¬ 
ing rates on new float¬ 
ations. 

But the heavy depend¬ 
ence of the government on 
loan finance from these insti¬ 


tutions is rather unfortunate. 
It limits the important func¬ 
tion of the Reserve Bank of 
India i. e. to obtain as wide 
a distribution of the market¬ 
able debt as possible. The 
government should try to 
step up borrowings rather 
substantially and this can 
be done by “(1) To enlarge 
the captive market by lejal 
means; and (2) to oiler a 
system of incentives with a 
view to attracting more 
savings and more investors 
in to the security market.” 14 


The aggrregate net borro¬ 
wings of the cen'rc and the 
state governments increas¬ 
ed from Rs 24.9 crores in 
1951-52 to Rs 136.8 crores in 
1961.-62, further to Rs 176.7 
crores in 1966-67 and 224.3 
crores in 1969-70. (See Tab'c 
III) However, net cash 
receipts from the public (i.c. 
excluding the Reserve Bank 
of India, thecentral and state 
governments) were higher at 
Rs 161.0 crores duiing 1969- 
70 as against Rs98.1 crores 
in 1968-69. (Open market 
sales of the Reserve Bank of 
India to the public too were 
higher at Rs 88 crores in 
1968-69 as compared to Rs 
55 crores in 1967-68. But 
its trends always showed 
a negative success. Govern- 
men should try to improve 
this by attractive methods. 
The net absorption of secu¬ 
rities by the public rose from 
Rs 14a crores in 1967-68 
to Rs 186 crores in 1968-69. 
Though every year there 
is progressive increase in 
it but progress is not satis¬ 
factory. 

Here it is essential to 
study the maturity pattern 
of India in domestic debt 
because it alters the struc¬ 
ture of interest rates and 
helps Reservo Bank of India 
in the refunding operation. 
During the first three Plans, 
out of the total rupee debt 
of the government nearly 
26 per cent were short-term. 
41. per cent medium-term 
and only 16 per cent were 
over 10 years. In L969-70 
this proportion of short 
debt (i. e. maturing within 
five years), undated securi¬ 
ties, medium-term loan (ma- 
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turing between 5&10 years) 
and long dated securities 
(maturing after 10 years) 
is 60.8 per cent, 6.3 per 
cent, 14.6 per cent and 
38.3 per cent, respectively. 
This pattern of emphasis 
on short and medium 
term loans was more con¬ 
venient to the banking sys¬ 
tem and it has the advant¬ 
age of low interest rates 
but larger reliance on short¬ 
term issues may create cons¬ 
tant problem of public debt 
management. “The shorter 
the term structure of the 
debt, the mare troublesome 
the debt management pro¬ 
blem.” 15 But when we com¬ 
pare the materity structure 
of India’s debt with that 
of the USA, and the UK 
the share of short term loans 
in these countries was 73 
per cent and 34 par cent 
respectively in 1958-59. 
But this type of compari¬ 
son is only an indication of 
economic trends. 

In developed countries 
the funds are required 
for short periods to fulfil 
the temporary require¬ 
ments. But in develop¬ 
ing countries the require¬ 
ments of the government 
for funds are long-term, so 
as to achieve economic de¬ 
velopment. In our country 
there are many difficulties 
in raising longperiod loans 
due to the high propensity 
to consume and greater liq¬ 
uidity preference of the 
people. 

A crucial element in debt 
management is the interest 
rate policy. In our country 
by keeping the interest rate 
at low level the government 
minimises the cost of ser¬ 
vicing the debt and it is 
also helpful in achieving 
more employment 16 , and 
higher interest rates would 
depress the value of exist¬ 
ing securities and involve 
substantial capital losses to 
the institutional investors. 
In the post-independence 
period the government of 
India followed a cheap 
money policy for many 
years and loans were float¬ 
ed at low rates of interest 
but under the conditions 
{over 10 p. 697) 
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PUBLIC DEBT AND OTHER LIABILITIES OF THE GOVERNMENT OF INDIA 

(As at the end of March) “ * 


1951 


1956 1961 


1966 1967 1968 1969 1970 1971 # 

Revised Revised Budget 
Estimates Estimates Estimates 


A. Public debt (1 I 2) 

2,054 

2,443 

4,736 

8,026 

10,850 

11,606 

12,727 

13,375 

14,420 

1. Internal debt (a 1 b) 

2,022 

2,329 

3,975 

5,415 

6.217 

6,477 

6,800 

7,234 

7,761 

(») Pcrmane.it debt (i + ii) 

1,445 

1,521 

2,595 

3,462 

3,608 

3,778 

3,928 

4,147 

4,323 

(i) Current loans 

1,439 

1,509 

2,556 

3,417 

3,565 

3,722 

3,879 

4,097 

4,259 

(ii) Others 

6 

12 

39 

45 

43 

56 

49 

50 

64 

(b) Floating debt (H ii) 

577 

X08 

1.380 

1,953 

2,609 

2,699 

2,872 

3,087 

3,438 

(ii) Treasury bills 

365 

595 

1,106 

1,6 J 2 

1,920 

2,009 

2,184 

2,398 

2748 

(ii) Special floating loans 

212 

213 

274 

341 

689 

690 

688 

689 

690 

2. Externa! debt 

32 

114 

761 

2,611 

4,633 

5,129 

5,927 

6,141 

6,659 

B. Other liabilities (J-i’2) 

810 

1,072 

1,817 

3,331 

3,568 

3,931 

4,123 

4,470 

4,735 

1. Unfunded debt (a-f bTc) 

447 

762 

J ,533 

2,770 

2,961 

3,311 

3,393 

3,606 

3.825 

(a) Small so\ings 

336 

580 

982 

1,549 

1,667 

1,789 

1,907 

2,021 

2,16! 

(b) State Provident Fund 

95 

165 

289 

527 

574 

649 

696 

759 

834 

(c) P L 480 deposits 



240 

561 

559 

652 

593 

654 

667 

(d) other unfunded debt 

16 

17 

22 

133 

161 

221 

197 

172 

163 

2. Reserve funds and deposits 

363 

310 

284 

561 

607 

620 

730 

864 

910 

C. Aggregate liabilities (A KB) 

D. Amount due from Pakistan on account 

2,864 

3.515 

6,553 

11.357 

14,418 

15,535 

16,850 

17 f S50 

19.155* 

of pre-partition debt 

300 

300 

300 

300 

300 

300 

300 

300 

300 

E. Net liabilities 

2,564 

3,215 

6,253 

11,057 

14,118 

15,237 

16,550 

17,545 

18,855 


Source* Report on t’lirrenrv and^Finamv to AO. 70 
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PATTERN OF OWNERSHIP OF THE CENTRAL AND THE STATE GOVERNMENT SECURITIES: 1951-1969 


(As at the end of March) 


(Rs ororcs) 


Category of holder* 

1951 

Percentage 1956 
to tile 

Total 

Percentage 
to the 
total 

1961 

Percentage 
to the 
total 

1966 

Percentage 1969 

to the 

total 

Percentage 
to the 
total 

1. Governments (central and 
stutc) 

125.85 

8 4 

168.82 

8.9 

267.57 

9.6 

349.6 

8.9 

310.9 

6.7 

2. Reserve Bank of India (own 
recount) 

339.93 

22.7 

268.85 

15.2 

707.08 

25.4 

1219.0 

30.8 

1342.3 

29.0 

3. Commercial and co-opera¬ 
tive banks 

391.CO 

26.2 

438.46 

24.7 

601.07 

21.6 

854.8 

21.6 

1143.8 

24.7 

4. Insurance companies includ¬ 
ing LIC 

112.74 

7.5 

167.88 

9.5 

286.02 

13.9 

550.4 

13.9 

663.2 

14.3 

5. Provident Funds 

N A 


NA 

-- 

217.55 

7.8 

531.3 

13.4 

830.1 

i 7.9 

6. Industrial Finance, and Slate 
finance Corporation 

N A 


NA 


4.81 

0.2 

3.9 

0.1 

2.4 

0.1 

7. Reserve Hank of Tndia <on 
account of others) 

66.50 

4.4 

J07.25 

6.0 

38.49 

1.4 

39.0 

1.0 

34.2 

0.7 

8. Non-residents 

59.96 

4.0 

40.89 

2.3 

34.33 

1.2 

16.6 

0.4 

147.9 

3.2 

9. Residents 

399.95 

26.7 

591.00 

33.3 

526.94 

18.9 

389.8 

9.9 



(j) Joint stock companies 

NA 

-- 

NA 


35.75 

1.3 

12.8 

0.3 

8.6 

0.2 

(b) Local authorities 

NA 


NA 

— 

61.20 

2.2 

43.6 

J.1 

37.7 

0.8 

(e) Trusts (public & private) 



NA 

.... 

181.49 

6.5 

57.1 

1.4 

59.2 

1.3 

(d) Individuals 

NA 


NA 

— 

75.76 

2.7 

56.1 

1.4 

48.7 

l.l 

Total 

1,496.53 

100.00 

1,773.15 

100.0 

2,783.86 

100.00 

3,953.2 

100.00 

4,629.0 

100.00 


NA Not Available. 


Source: Reserve Bank oF India Bulletin: issues: February 1960, March 1965, March 1968, May 1971.' 
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of inflationary tgends in the 
economy, the central bank¬ 
ing institution tfiU need to 
raise the. bank rate and the 
state will' have td pay hitter 
prices for its borrowing. 
In 1968-69 the lowest rate 
offered was 3.75 per cent on 
bonds of 19 years maturity 
and highest waS 4.50 per 
cent on the long-term loan 
of 23 years maturity. Thus 
the spread between short 
and long-term borrowing 
rates waSO. 75 per cent. This 
is slightly higher than the 
differential of 4.50 per cent 
offered in the years 1956-57, 
1960-61 and 1961-62 when 
both short and long-term 
loans were floated. 

There must be a co-re¬ 
lation between the debt 
management policy and 
monetary policy. For effec¬ 
tive monetary policy the 
ratio of marketable debt 
to national income is impor¬ 
tant. In our country it has 
shown the slowest rate of 
advance. The ratio of mar¬ 
ketable debt to national 
inoomt was 15.4 per 
cent in 1951 and increa¬ 


sed to 22.5 per cent in 
1969-70. At present the 
monetary policy functions 
through a money market, 
the oore of which comprise 
the banking system. But the 
efficiency of monetary policy 
is very much limited due to 
underdeveloped nature of 
money market and lack of 
integration in the various 
sectors of the market. 

The management of inter¬ 
nal debt is less difficult 
than that of external debt 
which involves the trans¬ 
action in various curren¬ 
cies and various markets 
and leads to some additional 
problems such as the trans¬ 
fer of goods and services 
between the countries and 
the problem of balance of 
payments and the rates ol' 
exohange. There should 
therefore be a planned ex¬ 
ternal debt management 
policy which balances tho 
rising debt with the internal 
economic development and 
its structure and pattern, as 
to raise both the internal 
rate of growth and debt 
servicing by increasing 


export surplus. 

The existence and ex¬ 
pansion of external debt in 
India since Independence 
has to bs accepted as 
an established pheno¬ 
menon in international 
transactions as well as in 
relation to the internal 
growth. . But this con¬ 
tinuation of external debt 
leads to the problem of 
debt servicing. Most of 
the debts arc advanced 
on instalment basis, so 
every year in addition to 
the interest oharges there arc 
the annual instalments to 
be repaid which is related 
to the balance of payments 
problems of the economy. 
The debt servicing capa¬ 
city of a debtor country can 
be based on its ability to 
create an expoit surplus 
not merely in absolute terms 
but in relation to the rise 
in imports of the country. But 
in our country the primary 
exports are price and income 
elastic in foreign markets. 
The only practical alter¬ 
native is to increase exports 
of industrial products and 


lor this our government 
has adopted many policies. 

The structure of interest 
rates at which the loans arc 
given to the developing 
countries have a direct 
impact on the debt manage¬ 
ment problem. The USA 
has given loans to India 
at very low rates of interest 
but the other aid giving 
countries such as the UK, 
Canada, Japan and Italy 
give them at higher rates 
of interest, sometimes go¬ 
ing beyond even live per cent 
per annum. 

Except the USA the other 
creditor countries give loans 
maturing at a very short 
period. The total interest 
payment on foreign loans 
has risen from Rs 64 
orores in 1951-52 to Rs 
339 crorcs in 1969-70. Dur¬ 
ing 1968-69 the principal 
and interest payments of 
our country increased to 
14 per cent of our export- 
earings front 10 per cent 
per annum during 1951-52. 
The debt service obligations 

ti n r , ni^*^ sn «• 

yurrtuKrm HfflUt U0OC& 


Tabi.e HI 


NET ABSORPTION OF GOVERNMENT SECURITIES BY THE PUBLIC 

(Rs crores) 


Period 

Net market borrowings by the central and state 
governments 

Cash reocipls 
(net) from the 
public 

Open market 
purchases 
sales (—) from 
(-f) to the pub¬ 
lic® 

Net absorption 
(+) by the pub¬ 
lic* £ (4+5) 


Cash receipts 

Cash payments 

Net receipts 
(1-2) 


(0 

(2) 

(3) 

(4) 

(5) 

(6) 

First Plan 

359.8 

182.6 

-1-177.2 

+192.3 

-1-97.6 

+289.9 

Second Plan 

872.7 

125.8 

-1-746.9 

+367.3 

+72.4 

+439.7 

Third Plan 

1129.2 

251.5 

-f-877.7 

+477.8 

+56.0 

-1-533.8 

Annual Plans 
1966-67 

224.9 

48.2 

4-176.7 

+ 166.2 

+62.9 

+1.69.1 

1967-68 

243.2 

81.3 

+161.9 

+ 94.7 

+50.4 

+ 145.1 

1968-69 

255.5 

1.03.8 

+151.7 

+ 98.1 

+87.6 

+185.7 

Fourth Plan 
1969-70** 

330.4 

106.1 

+224.3 

+161.0 

+ 18.1 

+176.1 


@On the Reserve Banks’ invest ment account and the central government’s cash balance investment account. 

** provisional. 

♦Exclude Reserve Bank of India and the central and state governments. 

£E \cliir ja transaction on (i) state government’s cash balance investment account, (ii) Bank's operations in state govern¬ 
ment loans and (iii) repayment of state loans held by state governments. 

Source: Reserve Bank of India Bulletin, May, 1971. 
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change per annum were ex¬ 
pected to increase by )00 
per cent by 1970-71. 

The debt service ratio 
depends not only on the 
total volume of debt and 
rates of interest but 
on the terms of the loans 
acquired. Some external 
loan is repayable in local 
currency and this would 
solve the problem of repay¬ 
ment to some extent. Ac¬ 
cording to an extreme view¬ 
point all aid should be in 
the form of grants rather 
than loans but it is not pos¬ 
sible in practice. Our 
government should try to 
get the loan on soft term 
and for long periods. Now¬ 
adays due to political 
influences and the conse¬ 
quences of the international 
transactions of various 
countries and the external 
values of their currencies 
our government is facing 
some problems in obtain¬ 
ing foreign debt. If these 
can be solved satisfac¬ 


torily through the interna¬ 
tional institutions such as 
IMF and IBRD, the exter¬ 
nal debt should not lead to 
any difficult situation. 

The expansion of the pub¬ 
lic debt in future is a finan¬ 
cial necessity and for this 
the problem of debt manage¬ 
ment will have to be hand¬ 
led more methodically and 
efficiently, and there must 
be an integration between 
the working of the state po¬ 
licies and the development 
of the money market insti¬ 
tutions so that a link 
is established between the 
fiscal and monetary policies 
i nd the policies of econo¬ 
mic planning. 
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An Alternative to Octroi Tax System 

G- D- SHARMA 


Tub recent study done by 
the Maharashtra Govern¬ 
ment Octroi Study Group 
and the alternative suggest¬ 
ed by it are studied in this 
article. An alternative to 
octroi tax for local govern¬ 
ment, specially municipal 
government* is then put 
forth by the writer. 

Defects in the existing 
octroi tax system have 
often been highlighted by 
various authors. They 
centre more or less in the 
method of collecting the 
levy, un-uniform tax struc¬ 
ture, possibility of evasion 
and leakage; and its ad¬ 
verse effect on the free 
movement of trade. Tn fact, 
if we delve deep into the 
system, because of extreme 
irrational manner of its 
working, it creates a very 
unfavourable impression. 
These obvious defects have 
often attracted persons in 
the academic and govern¬ 


ment fields in a bid to find 
an alternative to the octroi 
tax. Efforts have been made 
to find a tax which if not to 
raise more revenue, should 
at least compensate the loss 
of revenue resulting from 
doing away with the octroi 
tax system- The above 
study seems to be the result 
of the same idea. The study 
has devoted much of its 
attention to a review of the 
tax system prevailing in 
different stales and coun¬ 
tries. 

However, the last chap¬ 
ter concentrates on the alter¬ 
native to the octroi tax sys¬ 
tem which, according to the 
present writer, does not 
seem to be sound. 

The Study Group consi¬ 
dered the following alter¬ 
natives: 

(1) To limit the area of 
abolition of octroi tax sys¬ 


tem to panchayat govern¬ 
ment; 

(2) to increase the rate 
of existing levies to the 
extent as to compensate the 
loss of revenue from the 
abolition of octroi; 

(3) to levy an addition¬ 
al one point sales tax at a 
flat rate; 

(4) to levy proportio¬ 
nate surcharge on the pre¬ 
sent state sales tax; 

(5) to levy graded 
licence fee on the dealers 
registered under State 
Sales Tax Act which are at 
present dealing in the tax 
free goods; 

(6) to levy multipoint 
turnover tax at a flat rate. 

Exercises on alternatives 
1, 2 and S have been in 
vain. In fact, the very 
nature of the alternative 
should have suggested the 
Study Group to dispense 


with them immediately. 

The alternative relating 
to the municipal sales tax 
which should have really been 
considered was sweepingly 
passed over by the Study 
Group. 1 Other alternatives 
such as additional one point 
sales tax at a flat rate, 
proportionate surcharge on 
present sales tax, and grad¬ 
ed licence fee etc, were re¬ 
jected by the Study Group 
for reasons of (i) heavy tax 
burden on certain specific 
commodities, (ii) its adverse 
effect on trade and manu¬ 
facturing activities, or (iii) 
inability of a particular tax 
system to raise the required 
amount of revenue etc. 

The alternative con¬ 
sidered suitablo by the 
study group is—“Multi¬ 
point Turn-Over Tax", This 
we will examine in detail. 

The Study Group has 
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not clearly defined the new 
tax sy item. However, while 
stating salient features of 
the tax system it indicates 
that the tax will be largely 
on turnover of the commo¬ 
dities dealt in by the dealers 
registered under the Bombay 
Sales Tax Act, 1959. It 
also mentions somewhere 
about the coverage of the 
commodities which are not 
covered under this Act and 
the Ceatral Sales Tax Act. 

It states later that com¬ 
modities covered under the 
Central Sales Tax could be 
included only after a refer¬ 
ence i; made to the central 
government While re¬ 
commending this tax system, 
which of course is not clear, 
the Study Group was guided 
by th<s fact that it would not 
only compensate the loss 
of re/enue resulting due to 
the abolition of octroi tax 
but also increase the revenue 
from year to year. The 
Study Group has also pre¬ 
sented same estimates indi¬ 


cating full compensation of 
loss of revenue by levying 
tax at the jsate of 0.7 per 
cent on the total turnover. 

The basic objections to 
this tax system are: 

(1) The levy is not clear¬ 
ly defined. However, it is 
estimated that it intends to 
levy part of 0.7 per cent of 
tax on various points so as 
to amount to total 0.7 per 
cent. It is expected that for¬ 
ward shifting of tax will 
result not only to the extent 
of the levy amount but 
more than that. For at every 
point the ‘Cost of Realisa¬ 
tion' of the tax will be added 
to the actual tax. Hence the 
incidence of the tax on the 
buyer will be greater than 
what is actually intended. 

(2) Since this tax is de¬ 
signed to be administered 
by the state government 
Sales Tax Department, it 
will free the local govern¬ 
ments from any efforts for 


raising revenue. This is 
objectionable for the fol¬ 
lowing reasons: 

(i) That in the absence 
of responsibility to raise the 
revenue local government 
may not rationally utilise 
the available resources; 

(ii) that the responsibi¬ 
lity of Councillors to the 
tax payers will be reduced- 
In the absence of which the 
pressure which this Group 
can exercise for the provi¬ 
sion of more and better 
services and proper utilisa¬ 
tion of funds, will not be 
there. The difficulty in rais¬ 
ing the revenue which works 
as a lever for efficient utili¬ 
sation of resources will be 
absent. For the very rea¬ 
son as and when grants- 
in-aid are given to a 
local authority, a match¬ 
ing effort is desired. In 
fact, no government can 
function systematically un¬ 
less full responsibility of 
raising the revenue and its 


utilisation is assigned to It; 

(iii) This system wiU 
make the local Units more 
dependent on state govern¬ 
ment. And we have no 
reason not to believe that 
state government may en¬ 
croach upon the autonomy 
of this gnus root level of 
government. 9 

(3) This levy does not 
tax the section of society 
which is left untaxed or less 
taxed or which reaped a 
profit recently. It merely 
follows the traditional path 
of taxing the consumers for 
raising revenue. 

As the tax system is not 
worked out in detail it is 
not possible for us to do 
“impact analysis” of tax 
system.* However, the 
above reasons sufficiently 
indicate that this tax does 
not pass the test of sound¬ 
ness. 

As and when the need 


The batliboi 

Mini-humidifier.. 


Works through the method of minute atomised 
water particles sprayed over the area to be cooled. 
This is done by a horizontally mounted 
induction motor driving a fan which forces air onto 
a serrated revolving disc. Water, admitted 
to the back of the disc.is forced by the air flow onto 
the disc which breaks it up and spreads it out 
into a fine mist. 

It consists of a Fan, a Revolving Disc in a casing 
and a horizontally mounted induction motor 
(2880 rpm, 400 V, 3<t>, 50 c/s). 

Ideal for effective cooling of a limited area ir|11 

or a specific stage of process, as in Tea, Textile 
and Paper Industries. 

It Is also compact, economical and easy to install. 
Available NOW from: 

batliboi & co. pvt. ltd. 

forbes street, bombay-1 





April % 1972 


SPEC 1AL BUDGET NUMBE R 


701 


UC sets you free 




lioy today¬ 
bytaking care of 
your tomorrows 



LIC helps you face the future' 
with confidence—children's 
education, their marriage, 
retirement, providing for a 
house and providing for your 
dependents. Your 
responsibilities are no longer 
yotir concern alone. LIC 
shares them with you. 


There Is no substitute for LIFE INSURANCE 


Alf/UCHW7 






EASTERN ECONOMIST 


April 7,1972 




M 


in ORIENT boards 






E u< 


aC< 


Tfrr:: 




H. i 








£33 * 




Save 

with 

grace 

Linoleum floor-coverings are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs.... 
you'll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to clean and polish. 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

The versatile floor-covering ■ For better living 

India Linoleums Lid., 
P.O. Birlapur, 24 Parganas, West Bengal. 


v*?3 


mm 


Orient's Simplex and Duplex boards are ideal 
for both utility and elegant packaging. 

T hey are equally good for tough packaging 
that can take rough handling. 

Orient boards are economical too. They are crack resistant, 
sensitive to sharp colour reproduction 
and colour absorbance. No wonder Orient boards are used 
to pack so many products* 

<rom soap to cigarettes, cosmetics to confectionery, 
food products to medicines and so much more. 

Orient are the largest paper manufacturers In India. 
Their skilled personnel, modern 
machinery and rigid quality control guarantee 
the best paper and paper boards available 
anywhere in the country. 





RHINO 

BRAND 



PEACOCK BRAND 


ORIENT PAPER MILLS LTD. 

Sra)fRinaear, Orissa & Amlal, M.P. 




m m,hv. 












P: 






W 


7 1 






C: 










SPECIAL BUDGET NUMBER 


703 


7$rrm —? 

'£ 

for raising the revenue to 
finance the public^ service 
welfare activities arises, it 
is desirable to look into the 
economy and find out the 
section of society which is 
left untaxed or less taxed, 

S arping on the text book 
x systems may not be of 
much use. This has exactly 
been the case with Indian 
federal, state and local tax 
..vstems. 

We will here make an 
attempt to give a tax system 
which is designed to tax the 
untaxed or less taxed sec¬ 
tions of society. Our tax 
system is designed to be of 
the direct tax system. How¬ 
ever. possibility of fo ward 
shifting of tax burden can¬ 
not be completely ruled 
out. But the likelihood of 
bearing the burden by that 
section of society for which 
il is designed, is greater. 

If we look into the exist¬ 
ing state of the economy we 
notice that wholesalers and 
retailers—the intermediary 
class of production and 
consumption—are relatively 
less taxed. The state sales 
mx, (which, in fact should 
he called expenditure tax) 
wh : ch this section of society 
collects, rot only shifts the 
tax burden in complete but 
adds to that service charges 
for collection by increasing 
prices. And it also earns 
more by way of evading 
tax. 

The present tax system, 
us its nomenclature suggests, 
is designed to tax this sec¬ 
tion of society. The tax is 
designed to be levied on 
the value of gross sales of 
wholesalers and retailers at 
different ates for different 
grades of dealers. For 
example, on a wholesaler 
whose value of gross sales 
is Rs 20,000 to Rs 50,000 
a tax of 0.5 per cent on the 
value of gross sales is to be 
levied and one per cent on 
the wholesaler whose value 
of gross sales is between 
Rs 50,000 and Rs 1,00,000. 

A similar/rate structure 
and grades can be formed 
for retailers. The hypotheti¬ 


H/i^vwu * r w % « **■w-' —wm 


cal rate structure is given 
below. 

The tax can be assessed 
with the help of the follow¬ 
ing simple method : 

Value of gross sales X tax rate 

- m - 

Forward shifting of tax 
burden is made difficult be¬ 
cause of the fact that the 
tax is designed to be assess¬ 
ed at the end of the year. 
Hence the dealer docs not 
know the amount of tax 
which he may be requred 
to pay. However an ap¬ 
proximate estimate of gross 
sales can help in shifting 
the tax forward. This act 
will be obstructed by the 
fact that a lower grade of 
dealer who is dealing in 
commodities in whch some 
higher grade dealers arc 
also engaged, is charged 
less percentage of tax to 
gross sales. Hence the tax 
cannot be shifted more than 
the tax rate of the lowest 
grade of dealer. Forward 
shifting of even the lowest 
amount of tax by the 
wholesaler to retailers will 
be obstructed because the 
retailers would make an 
effort to shift a part of this 
tax instead of bearing the 
tax burden of the whole¬ 
saler. Forward shifting by 
the lowest grade dealer will 
obstructed by the fact that 
there is no fixed rate of tax 
on various commodities, 
(as in tho present sales tax 
system); hence he has to 
determine the elasticity of 
demand for various com¬ 
modities and shift the 
amount of tax which can 


be tolerated by the consu¬ 
mer. Any amount more 
than the tolerable level will 
hamper the sales of a com¬ 
modity. This will work in 
the direction of backward 
shifting. Hence the for¬ 
ward s lifting of tax will be 
made difficult. However for¬ 
ward shifting of a part of 
this lowest dealer’s tax bur¬ 
den and the lowest part of 
the highest dealer tax bur¬ 
den cannot be ruled out. 
But the mechanism will. 
work in the direction of 
backward shifting. 5 

The impact on trade 
activities will not be ad¬ 
verse. Because the amount 
of revenue which is required 
to be taxed through this tax 
system may not be so high 
as to hamper trade activi¬ 
ties. In fact it will be 
easily tolerated by them 
except for the little agitation 
because of encroachment on 
their profits. It may, how¬ 
ever, appear to have ad¬ 
verse effect on the expan¬ 
sion of trade because of in¬ 
creased tax lor high-graded 
dealer. But in practice it 
may not be so because with 
the expansion in trade pro¬ 
fits also increase. Hence 
trade will expand its busi¬ 
ness till income from add- 
tional sales is more or equal 
to all taxes and costs. And 
the role of this tax in help¬ 
ing to reach that point is 
not significant. 

A uniform rate of tax 
on different grades of 
dealers should be levied 
throughout the state. The 
wholesaler and retailers 


GRADES OF DEALERS AND RATE STRUCTURE 4 


Wholesaler 


Retailer 


Grades 

~20,000 to 50,000 
50,000 to 1,00,000 
1,00,000 to 5,00,000 
ta 5,0iM>00 and above 

10,000 to 50,COO 
50 f 0C0 to i,ro,oro 
1,00,00 to 5,00,000 
5,00,000 and above 


Rates 


0.5% 

i% 

2 % 

3% 

0 - 5 % 

1 % 

2 % 

3% 


should be asked to file the 
returns of gross sales in a 
year to municipal govern¬ 
ment. These returns, how¬ 
ever should be checked 
with accounts and purchase 
vouchers of dealers. Then 
with the help of these re¬ 
turns the tax amount should 
be assessed and realised. 
Since this tax system docs 
not involve different rates of 
tax on different commodi¬ 
ties administ ation of it is 
very easy and less time con¬ 
suming. 

No problem in the ad¬ 
ministration of this tax 
system is apparent in the 
cases of corporations and 
big cities. However, there 
may appear a little problem 
in small cities and towns. 
For this, it is suggested 
that a board l'or assessment 
and realization of tax for 5 
to 10 groups of cities/towns 
be established. The ex¬ 
penditure on staff engaged 
in this activity should be 
borne by the respective gov¬ 
ernment according to the 
proportion of collection. 
The distribution of income 
should be on the basis of 
actual location of collec¬ 
tion. 

The municipal sales tax 
system is flexible and buo¬ 
yant. During the boom 
period the value of gross 
sales will increase. The tax 
amount to be realised will 
also increase. During a 
recession due to decrease in 
trade activities the amount 
of tax to be realised will 
decrease. Hence it does 
not like other tax systems, 
adversely effect the eco¬ 
nomy during a depression. 
Further it is free from the 
vices of octroi tax system. 
Uniform rates of taxes will 
prevent an adverse effect on 
the movement of goods and 
location of economic acti¬ 
vities within the state. If 
properly administered the 
possibility of leakage and 
c\asion arc reduced. 

If switched over to this 
tax system, a part of the 
staff presently engaged in 
octroi collection will be 
made surplus. For the 
assessment and realisation 
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work may require trained 
clerks and officers and not 
the octroi post clerks and 
chowkidars. This surplus 
staff can, however,, be ab¬ 
sorbed as manual workers 
or otherwise in services 
whose demand by the resi¬ 
dents of the city are greater. 

References 

1- This alternative has been 
stated in the Study Group Report 
as sub item (b). 

2. In the USA, however, 
recent trend Jins been to shift the 


responsibility Iff Administration 
of local salestax to the state 
government fttr reasons of dis¬ 
tribution ana administrative 
efficiency which is, however, 
not conducive to local autonomy 
and responsible government. 
When we discuss our alternative 
tax system this fact will be taken 
note of. Secondly, our tax sys¬ 
tem is not the Same as followed 
in the USA. 

3. The idea of turnover tax 
appears to have been t ken from 
the Rajasthan Sales Tax (Amend¬ 
ment and Abolition of Octroi) 
Bill, 1969. While empirically 
testing the proposed tax for 
Rajasthan, Purohit has concluded 


that the tax would farther distoi t 
the State Safes Tax rate-structure 
and affect the trade adversely. 
But his work la< ks a sound 
statistical test, (see, Purohit, 
M C.,Turnover Tax in Rajas turn. 
The Economic Times , December 
4, 1969). 

4. These rates have been arbi¬ 
trarily put. However, they can 
be suitably changed after emperi- 
cal study on the above lines is 
done. 

5. It may however be feared 
that a combination of wholesalers 
and retailers may take place. But 
this may not be possible for the 
reason that it will severely ham¬ 
per trade activities, because of the 


fact that in that event the Mghjst 
amount of tax burden would 
be required to be shifted and 
that may not, in fact, be tale- 
rated by the consumers. For die 
tax. an be shifted through m- 
eraasjng the prices (for in this 
system separate stating the tax 
amount on a commodity and 
charging from a consumer does 
not exist) of the commodities* 
whose demand is inelastic. And 
morp than warranted increase 
of prices will be met by decrease 
in demand and political .agitation. 
Secondly, the interests of various 
grades of dealers will clasn if 
combinations vf dealers are made. 
Hence the combination may not 
be successful. 


Merger of Term Financial Inetltutlons 

B R- AMANTHAN 


Institutional finance in 
India has emerged as a vital 
source to bridge the gap in 
the capital market, by sup¬ 
plying medium and long 
term tinancial assistance to 
industries for accelerating 
the pace of industrial g-owth 
in the developing economy 
of the country. 

A start in setting up the 
specialised institutions for 
the purpose was made with 
the establishment of the 
Industrial Finance Corpor¬ 
ation of India in 1948. This 
was followed by the coming 
into being of the state fin¬ 
ance corpor: tions in the 
‘fifties', National Industrial 
Development Corporation 
Ltd in 1954 and Industrial 
Credit and Investment Cor¬ 
poration of India Ltd in 
1955, and the Industrial 
Development Bank of India 
in 1964. State Industrial 
Development corporations, 
however, have also been 
providing financial assis¬ 
tance to industries. Life 
Insurance Corporation of 
India and Unit Trust of 
India, although investment 
institutions, contribute con¬ 
siderable financial assistance 
to the industries. 

These different institu¬ 
tions were established at 
different times to meet diff¬ 
erent types of requirements 
of industrial finance. But by 
the accelerating pace of in¬ 
dustrialisation, the require¬ 


ments of industrial finance 
in different forms have 
increased enormously dur¬ 
ing the last decade. To 
cater to the increased de¬ 
mand for industrial finance 
the activities of these diff¬ 
erent financial institutions 
have also increased to meet 
as far as possible all types 
of requirements of indus¬ 
trial finance. The functions 
being performed by most of 
these institutions arc alike 
and conform to one parallel 
base assimilating all types 
of financial assistance being 
made available to the indus¬ 
trial sector in one form or 
the other. 

Present Problem 

Although this scattered 
institutional framework 
might meet with fair suc¬ 
cess to serve the increasing 
financial needs of industrial 
growth, it is not free from 
very many complex pro¬ 
blems. 

Firstly, there is acute 
lack of co-ordination bet¬ 
ween these exjstin« institu¬ 
tions. Consequently, joint 
financing by several institu¬ 
tions to one project is trou¬ 
blesome. With the present 
limited resources, one single 
financial institution is un¬ 
able to meet the financial 
requirements of a big indus¬ 
trial undertaking. Conse¬ 
quently, it has to approach 
the other financial institu¬ 


tions for similar assistance. 
But different financial insti¬ 
tutions follow different 
patterns of processing the 
requests of two borrowers 
and prescribe different re¬ 
quirement for loan or other 
assistance, thus resulting in 
delay in the implementa¬ 
tion of the project. 

Secondly, for availing 
of the financial facilities 
from different financial ins¬ 
titutions the borrower has 
to bear increased cost sepa- 
arately in application fee or 
earnest money deposit on 
applications, legal charges, 
payment of travelling allow¬ 
ances, and incidental char¬ 
ges of the inspecting staff 
of different institutions, 
supplying different types of 
information to several insti¬ 
tutions and keeping liaison 
with them. 

Thirdly, with the meagre 
resources of the different 
financial institutions, mobi¬ 
lisation of financial help 
towards decentralisation of 
industrial development in 
the country is very difficult 
resulting in more than 70 
per cent of the assisted con¬ 
cerns being located in the 
developed states. 

Fourthly, the problem of 
centralisation of industrial 
growth and concentration 
of monopoly power is being 
promoted unabatedly by 
advancing financial assis¬ 


tance <o most of the pro¬ 
minent groups. 

Besides the above pro¬ 
blems, major problems of 
Indian industries, viz., ex¬ 
cess capacity, h gh cost and 
low productivity and limi¬ 
ted market especially in the 
recessionary period have 
remained unresolved for 
want of funds to be utilized 
towards working capital 
requirements. With all these 
probl ms retarding rapid in¬ 
dustrial growth it is legiti¬ 
mate to ask that these fimn- 
cial institutions should be 
merged together to augment 
their. resources and widen 
the scope of these opera¬ 
tions. 

For improved efficiency 
of the industrial sector 
and rapid growth of the 
nation it is necessa'y to 
visualise and identify the 
requirements of industry 
and set up a dynamic insti¬ 
tutional mechan sm to meet 
the different financial needs 
at different times and ir. 
different circumstances with¬ 
out delay and cost hazards. 
This aspect is neglected ve¬ 
hemently by the existing 
framework of industrial 
institutional finance. 

Financial facilities can be 
advanced to the industrial 
units at reduced r tes of 
interest if these major insti¬ 
tutions co-ordinate with 
each other. Inter-institutional 
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co-ordination should have 
been followed on procedural 
lines by calling for the ap¬ 
praisal reports, inspection 
reports, credit worthiness, 
details of financial position 
of the borrower industrial 
units from other institutions. 
This again is not feasible as 
all such information cannot 
be supplied by the institu¬ 
tions to one another so 
quickly as to avoid all in¬ 
evitable delays in the sanc¬ 
tions and disbursements of 
the financial facilities. Even 
if this could be done, then 
question crises whether the 
institution calling for all 
such information and re¬ 
cords, can bear the risk of 
acting upon it. 

Presently, individual insti¬ 
tutions have been incurring 
a good proportion of their 
establishment expenditure 
over the employment of ex¬ 
pert technicians and engi¬ 
neers in different branches 
of engineering viz., civil, 
chemical mechanical, elec¬ 
trical* meterological, etc/* 


and sugar and textile tech¬ 
nologists in their technical 
cell, a large number of law¬ 
yers and legal experts in 
their different legal cells. If 
the possibility of merging 
these different institutions is 
explored, this huge expendi¬ 
ture currently being incurred 
institution-wise could be 
drastically curtailed by cent¬ 
ralising such operations. 
This will bring down the 
cost of operation of the 
institution enormously. Con¬ 
sequently, the rate of inte¬ 
rest can be brought down 
by narrowing the cushion 
between the rate of borrow¬ 
ing and the rate of lending. 
The margin between the in¬ 
terest rates which is specifi¬ 
cally left to raise the 
profit earning capacity can 
be slightly reduced as the 
basic aim of these institu¬ 
tions should be service and 
not profits. 

The cost of running these 
institutions can be further 
brought down steeply if 
merger could be implement¬ 


ed. This will grossly cur¬ 
tail the administrative ex¬ 
penditure which is currently 
being incurred in quite a 
huge proportion by every¬ 
one of these institutions on 
keeping and maintaining 
high level managements such 
as chairmen, general 
managers, managing direc¬ 
tors, secretaries etc. Merger 
of different financial institu¬ 
tions into one big organiza¬ 
tion will help in scrapping 
the several boards of direc¬ 
tors and will provide ave¬ 
nues for considerable saving* 
of the funds now being 
mobilised in maintaining the 
board by way of their sit¬ 
ting fees, travelling allow¬ 
ances, entertainment etc. 
One big institution resulting 
from merger could function 
very well through its branch 
offices and field staff which 
will serve the purpose of 
decentralising the financial 
ass stance for the industrial 
development of less develop¬ 
ed states on allocation basis. 

The solution of the prob¬ 


lem as to how industrial 
finance can be made availa¬ 
ble to needy industrial con¬ 
cerns at the right time needs 
to be worked out. The 
redent recessionary trends 
in industrial growth have 
evidenced the shortage of 
financial resources at the 
disposal of industrial con¬ 
cerns forcing them to 
bear the consequences of the 
absence of demand and run¬ 
ning the mills in excess capa¬ 
city. 

In industrially develop¬ 
ed economies such as the 
UK, France and Japan the 
industrial banks render all 
necessary assistance to in¬ 
dustrial units in the grip of 
trade cycle upheavals. The 
Industrial Development 
Bank of India can very well 
play this role in India but 
lor this purpose its capital 
resources base has to be 
further broadened with wide¬ 
spread expansion of its bran¬ 
ches serving every corner of 
the nation. 

It is however learnt that 
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In 1971 wi opened Two new branches every week 
end mobilised deposits of approx. Rs. 17 lakhs 
on every working dey t 

Of the 99 branches opened in 1971, 76 were in rural 
and semi-urban areas. Out of these 76 branches, 
97 were opened in areas till then unbanked. 
Thus, PNB has taken the message of banking 
right to the doors of the common man. 



And in about two and a half years since 
nationalisation PNB opened 240 branches and 
added Rs. 165 crores to its deposits. 



Bigger we become 


more near to you we come... 
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WHERE 
THERE’S A 
WHEEL- 
THERE’S© 



TVS-DUNLOP Wheels now in full range. 
Over 18,00,000 TVS-DUNLOP wheels arc 
rolling on the road. 

• In moving materials and men 

• On developing sites 

• On the Military front 

• On rugged roads 

• In the fields 

i-.vcrvwhere there's a strong, sturdy 
• I VS-DUNLOP wheel. 


A full range of reliable wheels. For - . .... 
Commercial vehicles, tractors, light-duty trucks, 
cars, Jeeps, Defence vehicles, Vijayanta tanks and 
animal-drawn vehicles... 

Whatever the vehicle, there's a 
TVS-DUNLOP wheel for it. 



WIKIS MOM UMTU 








the IDBI experts to have 
more branch OSees in the 
near future in different parts 
of the country and delegate 
to them- some of the func¬ 
tions which are now attend¬ 
ed to by the head office at 
Bombay. For this purpose 
the IDBI expects to have a 
large complement of techni¬ 
cal officers and personnel 
with experience of industrial 
marketing and management 
to post them at branches. 
In the light of these deve¬ 
lopments it is desirable that 
the IDBI should merge with 
the 1FCI as contemplated 
in the IDBI Act, 1964. The 
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IFCI has already been hav¬ 
ing its branches at Bombay, 
Calcutta and Madras and 
has been efficiently discharg¬ 
ing its functions. The IDBI 
could consider opening of 
its branches at important 
industrial towns in different 


provinces where the offices 
of the IFCI or the IDBI 
have not so far been opened. 


There exist favourable 
circumstances for the merger 
of the IFCI and the IDBI. 
Both these institutions have 
been established under Acts 
of Parliament and fall under 
the direct supervision and 


control df the Reserve Bank 
of India for all practical 
purposes including the po¬ 
licy matters. However, the 
ICICI in the private sector 
can be allowed to compete 
with the integrated institu¬ 
tion of the IFCI and the 
IDBI in the public sector. 

Industrialisation occu¬ 
pies a vital place in the 
development plans of our 
country. In order to achieve 
success in this field adequate 
financial resources will have 
to be made readily available 
to meet the growing de¬ 
mands for financing the in- 
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dustrial sector. This process 
can be hastened if different 
financial institutions are 
merged together giving rise 
to a big institution for 
reaping the economies of 
scale and cost advantage 
which may foster industrial 
development and its decen¬ 
tralisation throughout the 
country. Since the sources 
and uses of the funds in all 
the institutions are, more or 
less, the same, the issue of 
merging different institutions 
for making financial facili¬ 
ties available to the indus¬ 
trial concerns at lesser cost 
deserve consideration. 


Monetary Integration of Developing Countries 

S- VENU 


At the Kabul meeting in 
December 1970 of economic 
ministers of ECAFE coun¬ 
tries, the cause of the Asian 
dollar as a common curren¬ 
cy for the member countries 
was mooted in the general 
context of economic integ¬ 
ration or union in south¬ 
east Asia. A common 
currency however, is the 
ultimate form of integra¬ 
tion in a union which has 
progressed in o'her direc¬ 
tions for a considerable 
time span. In fact, in the 
ECM, a common currency 
is still a far cry; the politi¬ 
cal question of a cummon 
central bank not owing 
allegiance to any member 
country is a serious practi- 
Al barrier. Hence, to 
ivoid putting the cart before 
the horse, this article will 
be confined to limited 
monetary integration with 
common international re¬ 
verse and mutual credit 
arrangements. 

The purposes of monetary 
integration are : (1) to 

promote economic union, 
(2) to economise on inter¬ 
national reserves, (3) to 
strengthen multilatral sur¬ 
veillance, and (4) to pro¬ 
mote trade in the member 
countries—the trade diver¬ 
sion effect 

’ By the usual criterion 


of labour mobility, group¬ 
ings of developing countries 
are rarely likely to consti¬ 
tute optimum currency areas. 
True, divergent rates of 
inflation make monetary 
integration difficult which 
the single currency obviates. 
The basic factor of labour 
immobility, however, re¬ 
mains. Trade barriers can 
fall effectively without a 
single currency though it is 
not clear if investment 
barriers can do so fully. 
But it may be no disaster to 
initially inhibit volatile 
capital movements. 

It is necessary there 
should be no controls bet¬ 
ween the member countries 
unless one wishes to replace 
one type of barrier (tariffs 
or taxes) by another one 
(exchange controls). Mul¬ 
tiple rates, except those 
jointly applied by a group 
of countries against third 
countries, are payments 
restrictions and pose the 
same obstacles to integra¬ 
tion as other types of «eS- 
frictions. Controls vis-a-vis 
third countrtes are not 
excluded, however. But 
they alter the impact of 
economic integration by 
super-imposing additional 
restrictions over and above 
tariff barriers. 

We are not concerned 


with the general arguments 
for and against floating 
rates but what the repar *us- 
sions would be on economic 
integration. Goods with 
‘sticky* prices, mainly 
manufactured commodit ies 
whose intra-union impor¬ 
tance will gain over time, 
are likely to show price 
instability with floating 
rate; vis-a-vis substitutes 
from partner countries or 
third countries. In tempo¬ 
rary disequilibrium, this 
constitutes a social cost 
wh?re the acceptable alter¬ 
native of a fluctuation in 
reserves is available. Nor 
will intra-trade be promoted. 
On this reasoning, pegging 
each currency vis-a-vis all 
others and readjusting it in 
the face of fundamental 
disequilibrium between the 
member or outside count¬ 
ries is the only course of 
action. The general argu- 
* ment against floating rates 
is 1 hat speculation will not 
stabilise the rate of ex¬ 
change. 

The relevance of a fixed 
exchange rate dogma can, 
however, be questioned. 
The basic difficulties of the 
develop! ng countries are: 
(1) # the varying degree of 
over-valuation from coun¬ 
try to country and (2) 
the changing degree of 
over-valuation over time in 


each country. India. Pakis¬ 
tan and the Philippines 
have high tariffs and rela¬ 
tively over-valued exchange 
rates since their currencies 
sell at a discount in the 
‘open* market in spite of 
periodic devaluations. If 
tariffs are eliminated with¬ 
out exchange rate adjust¬ 
ments this would create 
imbalance; to impede integ¬ 
ration. If tariffs are elimi¬ 
nated be ween Hong Kong 
(low tariff country and no 
over-valua’ion) and the 
Philippines, Hong Kong 
producers would encroach 
upon the latter’s market to 
a far greater degree than 
in the converse instance. 
The existence of high 
tariffs should not be inter¬ 
preted to mean that varia¬ 
tions in exchange rates are 
of no importance since 
even marginal changes will 
affect the profitability of 
industries. 

Thus, what is of crucial 
importance is not variations 
in the nominal (parity) 
exchange rate but in the 
real rate of exchange de¬ 
fined as the ratio of an 
index of the exchange rate 
to domestic prices. This 
ratio indicates changes in 
the international competi¬ 
tiveness of domestic pro¬ 
ducts arising from disparate 
movements in domestic 
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•rice' and oxcju§ige pan¬ 
ics* .By this ^standard, 
■akistan, India, ijhe Philip* 
tines, Ceylon andlndonesia 
mid need immediate 
^alignment of the exchiflge 
aloe of their currencies 
thich sell at a discount; 
lere is hardly any diver* 
encc between the ‘open’ 
nd official rates for the 
imencies of Hong Kong, 
falay sia, Taiwan and 
ingapore. This is also 
•fleeted in a more realistic 
itio of international to 
omestic prices in the latter 
ctuntries. 

Member countries trad- 
ig with each other can 
tonomise on reserve needs 
yr granting each other 
tutual credits. Secondly, 
iey can pool their reserve 
»eds vis-a-vis third count- ( 
es if these are mutually 
if setting. Such offsetting 
in be the result of mutual¬ 
offsetting terms of trade 
ovements. 

Theoretically, it is pos- 

* To ascertain the effect of a 
common tariff reduction, 
the formula is (1 -!-t)/(l +t’) 
-»r’/r where t and r arc the 
original tariff and exchange 
rates and t‘ and r’ are 
changes leaving the domestic 
prices of imports unaltered. 


sible to expand trade among 
developing countries in a 
reciprocally balanced fashion 
so thi.t no payments pro¬ 
blem arises. In practice, 
development plans can ,ot 
be synchronised and count- 
tries experienci g delays 
cannot take advantage of 
trading opportunities. Pay¬ 
ments problems will arise 
which will have to be 
softened by credit exten¬ 
sion. Hence a Payments 
Union (PU) with credit 
facilities is an essential step 
towards monetary integra¬ 
tion. 

The PU will be a clear¬ 
ing house for intra-group 
surpluses and deficits It 
will deal exclusively with 
central banks of member 
countries. Member curren¬ 
cies will be deposited with 
the PU by central banks. 
The IMF debit and credit 
procedure will be followed. 
It is essential that member 
countries set up machinery 
to distinguish intra-group 
from extra-group trans¬ 
actions. 

Two basic advantages 
now emerge. First, by 
promoting multilateralism, 
intra-group trade expands. 


Second, by settling only net 
deficits and surpluses by 
foreign exchange r serves, 
economy in the use of such 
reserves is effected. Trade 
among the ECAFE count¬ 
ries was about six million 
dollars in 1967. If transac¬ 
tions costs amount to only 
one-half of one percent, the 
aggregate saving in terms of 
convertible currencies could 
be $15 million per annum. 
Since operation costs rise 
with short settlement periods, 
quarterly settlements would 
be advisable with pre-detcr- 
rained ceilings on credit/ 
debit status of member 
countries—ceilings to be 
accorded in relation to 
credit facilities extended. 

Credit facilities should 
be linked to incremental 
intra group payments posi¬ 
tions of the member com¬ 
mencing from an ‘initial 
posiiion.’ Credits should 
b. automatic and not dis¬ 
cretionary. One of the 
main deterrents to integra¬ 
tion is the fear of balance 
of payments difficulties 
while, as a result of integ¬ 
ration, losing some of he 
instruments for coping with 
such diffleu ties. The only 
area for discretion would be 


in deciding which part of 
the balance of payments 
changes results from integ¬ 
ration. 

Once the financing of 
imbalances is linked to 
liberalisation creditors 
should provide the bulk of 
financing. They probably 
enjoy economies of scale to 
a greater extent and extend¬ 
ing automatic credits to 
deficit countries is one way 
of distributing the real 
gains from regional integ¬ 
ration. 

Developed countries 
should be allowed to join 
the credit network. Reserves 
will mainly be needed to 
finance trade with the out¬ 
side world as intra-group 
trade will initially be small 
in relative terms. Since 
reserves have a social cost, 
the richer countries could 
help. 

There are some other issu¬ 
es such as debt management 
and internal monetary poli¬ 
cies whose synchronisation 
will have to be undertaken. 
Monetary integration will 
promote rational policies 
because countries will have 
an interest in their partners 
‘playing the game.’ 


Monetary Crisis and Developing Countries 

SHARIF MOHD 


■ie present international 
onetary system which was 
lopted after the Bretton 
r oods deliberations, work- 
1 more or less smoothly 
id successfully up to the 
urly 1960s. The so-called 
Currency Reserve System” 
is been unduly dependent 
l the two important key 
irrencies namely the US 
)Uar and the UK sterling, 
he persistent deficit in the 
dance of payments of the 
nited States resulted in the 
vere speculation in gold 
iring 1967-68. The entire 
stem was disturbed. Ear- 
sr, the same happened to 
erling which led to the 
valuation of this long- 
puted international cur¬ 
acy in 1967. This system 
as, therefore, in the grip 
' many ills such as the 


balance of payments prob¬ 
lem, inadequate growth of 
the monetary reserves and 
the fragility of gold exchange 
standard. 

The threatened collapse 
of the international mone¬ 
tary structuie has been 
averted for the time being 
but a permanent solution 
is still required. Against 
apprehensions of dollar de- 
valuation President Nixon, 
setting all the rules and regu¬ 
lations of the international 
game aside, took some mea¬ 
sures which may be helpftil 
to the US dollar for the 
time being, though it has 
lost the confidence of rest 
of the world. The suspen¬ 
sion of the dollar-gold 
convertibility and other 
follow-up moasures taken 


by Nixon Administration 
did not give any attention 
to the resulting problems 
for the other economics 
of the world. 

In the recent past the 
EEC and Japan, have 
emerged as challenging eco¬ 
nomic powers on the globe. 
West Germany and Japan 
have continuously enjoyed 
surpluses in balance of 
payments. The speculation 
against dollar and the un¬ 
willingness of central banks 
to hold dollars brought down 
the US gold reserves to a 
low level of about less than 
$10 billion from $25 billion 
in 1945. Simultaneously, 
the US liquid liabilities in 
foreign countries rose to 
$51.88 million in 1971 from 
$29 million in 1964, This 


miserable position of the 
dollar and the increasing 
speculation in favour of 
other currencies of the world 
such as German mark and 
the Japanese yen, has posed 
a new set of problems be¬ 
fore the world system. This 
is to bo faced not only by 
the developed countries but 
also by the developing count¬ 
ries. In bringing about a 
solution of the problem or 
reform to the present inter¬ 
national monetary system, 
the developed countries 
(the Big Ten) are not likely 
to pay any attention to the 
developing countries. 

In view of the UNCTAD 
this year, it is high time 
for the developing countries 
to prepare themselves for 
convincing the developed 
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countries about the diffi¬ 
culties they are facing in 
trading with the developed 
countries. The “Group of 
77” met at Lima in Novem¬ 
ber, 1971 but could not 
come to any fruitful deci¬ 
sions. 

Now let us have a look 
at the -trade and reserves 
positions of the developing 
countries in the recent past 
and also a general composi¬ 
tion with the developed 
countries. Then it will be 
easy to examine the pro¬ 
posed solutions and reforms 
for the recent international 
monetary crisis. 

It has been observed that 
five developed market eco¬ 
nomies account for about 
80 per cent of the total 
imports of manufactures 
and semi-manufactures from 
the developing countries. 
These key countries arc 
the USA (35.1 per cent), 
the UK (18.5 per cent). 
Federal Republic of Ger¬ 
many (12.4 per cent', 
France (10.4 per cent), and 
Japan (3.1 per cent). One 
significant point to be noted 
here is that trade among 
themselves (developing 
countries) could not have 
increased at a much faster 
rate. Exports among these 
countries increased only 
at about five per cent per 
annum on an average dur¬ 
ing the 1960s. Their exports 
to the developed countries 
increased at a much faster 
rate (six per cent) (Table !)• 
From the currently available 
statistics of world trade wc 
can also see that the trade 
of the developing countries 
has been growing at a much 
slower rate than the world 


trade as a -whole. Trade 
among the developing count¬ 
ries was at a low level and 
it was only three per cent 
of the total world trade in 
1965. 1 

If we compare trade 
among tho developing coun¬ 
tries. it is still at a very 
low level of one-fifth of the 
total world trade. In 1965. 
the share of the developing 
countries in the total ex¬ 
port earnings of the African 
countries was 10 per cent; 
in the case of Latin America, 
it was 20 per cent; in case 
of South Asia and the Far 
East it was 31 per cent. 
An analysis of the composi¬ 
tion of imports of the de¬ 
veloping countries shows 
that a sizable share of their 
imports of primary pro¬ 
ducts came from the deve¬ 
loped countries. So far as 
manufactures are concerned, 
the demand for them has 
been met predominantly 
through imports from the 
developed countries. Out 
of the world cxpoits of 
manufactured goods direc¬ 
ted to the developing count¬ 
ries worth $22 billion in 
1964, exports from other 
developing countries ac¬ 
counted for no moie than 
Sl .3 billion—less than six 
per cent. One of the note¬ 
worthy points here is that 
70 per cent of the trade 
among developing count¬ 
ries is carried on among the 
developing countries of the 
same region. This is clear 
from Tables I, 11, 111 & 
IV. The obvious inference 
is that the developing count¬ 
ries should be able to sell a 
good deal more to one an¬ 
other and should reduce 
their trade deficit vis-a-vis 


the developed countries. 

Several factors are res¬ 
ponsible for this miserable 
condition of the trade of the 
poor countries. Firstly, 
in most of the cases they 
are primary producing 
countries and their products 
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are required mfjiw by the 
developed countries rather 
than the other .developing 
countries. Their export 
surpluses are inelastic. This 
reduces their mutual trade 
as well as total trade. Se¬ 
condly, the rate of expansion 
of their internal markets is 


Table XI 

1YTERCONTTNENTAL TRADE AMONG 
DEVELOPING COUNTRIES : 1965 


(million US dollars) 


Exports to 


Exports 

Latin 

Africa 

South 

West 

from 

America 


Asia & 
Far 

East 

Asia 

Latin America 

2113 

175 

67 

33 

Africa 

49 

490 

155 

120 

South Asia 
& Far East 

177 

t 

305 

2190 

225 

West Asia 

153 

230 

430 

510 


Source: “Trade Expansion and Economic Integration 
among Developing Countries”, UN 1967, Geneva. 


Table III 

INTERCONTINENTAL TRADE BY REGIONS : 1965 

(million US dollars) 


Latin Africa South West 
America Asia & Asia 


Exports f.o.b. 

275 

Imports f.o.b. 

379 

Balanc of 


Trade 

- 104 

Of which 


Latin America 


Africa 

-1-126 

South Asia 


& Far East 

—110 

West Asia 

—120 


Far East 


324 

707 

813 

710 

652 

378 

—386 

+55 

+435 

—126 

+110 

+120 


—150 

+U0 

-150 

— 

+205 

-110 

—205 

— 


Source: Ibid. 


Table I 


VALUES AND RATES OK GROWTH OF EXPORTS OF DEVELOPING COUNTRIES TO MAJOR ECONOMIC AREAS 


Destination of exports 




1960 

WORLD 


27400 

Developed-countries 


19780 

Developing countries 


6030 

Socialist countries 


1220 


Value (million $) Growth rate (% compound) 


1965 

1966 

1967 

1960-65 

1965-66 

1966-67 

26400 

38700 

40100 

5.9 

6.3 

3.6 

16110 

28220 

29190 

5.7 

8.1 

3.4 

7650 

8000 

8100 

4.9 

5.0 

0.9 

2390 

2340 

2240 

14.4 

—2.1 

—4.3 


Source: UNMonthly Bulletin of Statistics, March, 1966, June-July 1968, 
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Power Spin-offs 


The growth of ancillary industries 
for the manufacture of 
boiler equipment 


The projected estimates tor power generation over the 
next ten years are high indeed, requiring boiler equipment 
upto unit sizes of 500 MW 

There is tremendous scope, here, for the organisation and 
development o'f ancillary industries, both product and 
process-oriented, for tne wide range of components 
needed: raw materials, semi-finished products, finished 
products, sub-deliveries, etc 
Many such units already exist at Tiruchi. in and around 
the Boiler Plant, but more will be needed to meet 
anticipated boiler production, providing considerable 
opportunities for entrepreneurs, as well as for employment 


BHEL: 

fewer to the people 


BHARAT HEAVY ELECTRICALS LTD. 

(A GovtfftfMM of India Undertaking) 

Unit. High Pressure Boiler Plant. Tirucbirapalli 14 
Rtgd. Office. No. S. Parliament Street.New Delhi 1 
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very slow. OS the other 
hand, the manufactured and 
capital goods manufactured 
by the developed countries 
am required by them for 
their development plans and 
projects. This encouraged 
their imports from deve¬ 
loped countries. Further, 
these are restrictions on 
trade by the developing 
countries to protect their 
balance of payments’ posi¬ 
tions. This also reduces 
their trade among them¬ 
selves. 

It has now been widely 
recognised that to overcome 
the historical obstacles to 
their trade among them¬ 
selves, they would have to 
adopt a deliberate policy 
of strengthening their mu¬ 
tual commercial, financial 
and infrastructural links. 
Expanded trade among 
themselves will also help 
promote development in 
several ways. Increased 
trado means increased fo¬ 
reign exchange earnings in 
terms of their own curren¬ 
cies. This will also streng¬ 
then their bargaining power 
with the traditional deve¬ 
loped market economies. 
“But such efforts of co¬ 


operation between the de¬ 
veloping countries will have 
to take into account of the 
existing structure of the 
trade and economic rela¬ 
tionships between develop¬ 
ed and developing countries. 
This existing structure some¬ 
times characterised by ex¬ 
clusive preferential links bet¬ 
ween some developed and 
some developing countries.’’* 

The needs of the develop¬ 
ing countries for foreign 
exchange are increasing 
due to their increasing 
imports required for their 
development programmes. 
On the other hand, their 
export earnings are unable 
to keep pace with the in¬ 
crease in export earnings of 
the world as a whole. For 
example, India's export 
earnings, though increasing 
in absolute terms, aie dec¬ 
lining for the last two de¬ 
cades as a share of the total 
world export earnings (Table 
V). There are several fac¬ 
tors responsible for this 
slow progress in exports of 
these countries. Important 
among these are — the 
slowly expanding world mar¬ 
ket for their products (main¬ 
ly primary products) and 


secondly, their slowly in¬ 
creasing export surpluses. 
Sometimes it is suggested 
that the primary products 
exporting countries should 
diversify their exports. But 
the problem is that they can¬ 
not compete in the world 
market with other industrial¬ 
ly developed countries es¬ 
pecially in the case of manu¬ 
factured goods. Therefore, 
they require better technical 
know-how which they can 
get from the advanced 
countries along with capital. 
On the one hand, they are 
not in a position to raise 
their foreign exchange earn¬ 
ings sufficiently and on the 
other, they need much more 
foreign exchange to meet 
their import requirements 
for development purposes. 

Their reseives also have 
been persistently at a lower 
level in comparison to that 
of the developed countries, 
particularly the countrie sof 
western Europe and Japan. 
Due to their chronic defi¬ 
cits in balance of payments 
and their increasing burden 
of debt servicing, they are 
losing their foreign reseives 
holdings. Thus their need 
for international liquidity is 


two fold—for clearing their 
past obligations and for 
their current needs. There¬ 
fore, they cannot come out 
from this situation unless 
they themselves try to im¬ 
prove their export earnings 
and reduce their import 
requirements. Any other 
solution (for example 
the recent changes in 
the international monetary 
system), would not help 
them markedly. Ultimately 
they will have to reorient 
their foreign trade so that 
they may be able to make 
their balance of payments 
favourable. 

While any change in the 
rules should be designed to 
meet the practical needs of 
the developing countries of 
present-day world, it should 
not be overlooked that it is 
also the purpose of such 
rules to protect the interests 
of the third countries, be 
they developed or develop¬ 
ing. and to promote an or¬ 
derly development of world, 
trade in general. In this 
direction the attempts of the 
“Group of 77” (developing 
countries) are worth men¬ 
tioning here. The Group 
(having 95 countries as its 


Table IV 


Developed Countries 
Developing Countries 
Socialist Countries 
WORLD 


♦Percent compound. 


EXPORTS OF MAJOR ECONOMIC AREAS 
(At Current Prices) 


Areas 

Period (value million USS) 

Average rate of growth 


1965 1966 1967 

1960-65 1965-66 1967 



128300 141700 

36400 38700 

21730 23130 

186430 203530 : 


Source: UN Bulletin of Statistics, March 1961, June-July 1968. 
Table V 

TRADE OF DEVELOPING COUNTRIES : 1960-1967 


Period (value billion US dollars) Annual growth 



1960 

1965 

1966 

1967 

1960-65 

1.965-66 

1966-67 

All the developing countries 

Exports 

27.4 

36.4 

38.7 

40.1 

5.9 

6.3 

3.6 

Imports 

30.2 

38.0 

40.7 

42.4 

4.7 

7.1 

4.2 


Source: Ibid. 
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members) adopted the Char* having a belling on the 
ter of Algiers on Ocotber question. 

27, 1971, in a Ministerial 

meeting and laid down The international mone- 
elearly some principles for tary system, thus, establi- 
the General System of Pre- shed by the UN Monetary 
ferences and cognate matters and Financial Conference 

TaileVI 

INDU S SHARE IN TOTAL WORLD EXPORTS 


(million US g) 


Year 

World 

Exports 

India’ 

Exports 

India’s 
Exports 
as % of 
World’s 
Exports 

1967 

135900 

1629 

1.20 

1964 

152400 

1705 

1.12 

1965 

165200 

1687 

1.02 

1966 

181200 

1640 

0.90 

1967 

190200 

1613 

0.85 

1968 

212800 

1753 

0.82 

1969 

244000 

1834 

0.75 

1970 

279100 

2027 

0.72 

1971 

290600 

2048 

0.70 


Source: International Financial Statistics, vol. XXIV, 
No 9, September, 1971, International Monetary Fund. 


held at BrettonWoods in thus, affect critically the 

1944 was designed for a conditions of demand for 

world of full, employment imports from lower income 

and stable growth which, it countries. The price and 

was considered, should take velvqne of exports of deve- 

full advantage of the bene* loping countries could take 

fits of relatively free trad: a turn for the better or the 

and payments arrange- worse depending very much 

ments. But after having a on the adequacy or inade- 

look on the performance quacy of international liqui- 

of the developing countries dity. Secondly, the vital 

in the last two decades, we flow of development capi- 

come to the conclusion that, tal from industrial coun- 

what was less understood at tries to the rest of the 
the Bretton Woods was the world depends directly on 
manner in which the system the liquidity margins of 

might have to bo adopted the capital exporting coun- 

to take into account the t r ies. 4 

needs of the less developed 

countries. 3 During the 1950s, from 

the standpoint of the indus- 
Adequate and sound in- trial countries, the interna- 

ternational reserves as well tional monetary system 

as trade arrangements are appeared to be working re- 

indispensable for the sup- asonably well. But the ex¬ 
port of the development perience of the developing 

efforts of the lower income countries was much less 

countries especially in the happy, and many of them 

following two respects. could not maintain an ade- 

First, they promote rising quate rate of growth 

level of economic activity because they were unable 

in the world as a whole to reconcile the objectives 

and particularly in the of external and internal 

industrial countries and, stability. During the 1960s 
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MORE THAN 
12 PEOPLE? 


w- 




I 






A 


■ V* 


£ 




I 




mi 


sgtl 


;;f •:,* 






Telco has already created employment for 
over three million ‘people. Each additional 
TATA vehicle creates work for at least 12 
more persons. It is the same with the auto¬ 
mobile industry everywhere—U.S.A., Japan 
and Europe. 

This enormous employment potential has 
a ripple effect which makes its influence felt 
all over the country. At petrol pumps, repair 
centres, ancillary industries and workshops, 
road maintenance, transportation.- develop¬ 


ment projects. It's like a chain reaction. The 
more vehicles Telco produces the more jobs 
and more opportunities. 

With crores of people unemployed in the 
country, the expansion of automobile manu¬ 
facture is especially important at the present 
time. This industry has far and away the 
highest employment potential and will 
bring in its wake wealth and prosperity 
throughout the country. 


ENGINEERING AND LOCOMOTIVE COMPANY UMITED 
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even the industrial! nations 
expressed their dissatis¬ 
faction with the working 
of the system. The causes 
at the root were ' shifts in 
the confidence in two curr¬ 
encies the US dollar and 
the UK sterling. Secondly, 
the process of reserve crea¬ 
tion based on the secretion 
of new gold to the mone¬ 
tary authorities, could not 
be relied upon to bring an 
orderly growth in the 
world reserves. Finally, 
there was great concern 
regarding the restoration 
of the balance in payments 
through the working of the 
adjustment mechanism. 

•‘There is a need of con¬ 
vergence of measures in the 
trade, aid and monetary 
fields. Action to improve 
the liquidity positions of 
the developing countries 
should proceed alongside 
the measures to improve 
the flow of development 
finance to them, to stablise 
the commodity trade and 
expand the access of deve¬ 
loping countries to the 
world markets for both 
primary products and fini¬ 
shed manufactures.”* It is 
necessary to achieve a 
faster rate of growth of 
demand for the products of 
the developing countries, 
so that they can secure 
needed resources for their 
development efforts through 
trade. 

The system of interna¬ 
tional trade and payments, 
adopted after the Bretton 
Woods Conference and the 
Havana Charter, was very 
well suited to the climate 
of these days. The main 
objective at that time was 
to prevent the recurrence 
of the chaos of the 1930s 
—how the industrial coun¬ 
tries could follow the poli¬ 
cies of full employment 
without sacrificing the bene¬ 
fits of an expanding world 
trade and division of labour. 
Equally important was the 
objective of the reconstruc¬ 
tion of the war hit econo¬ 
mies of the worid. There¬ 
fore the world saw a sys¬ 
tem which was concerned 
with the developed market 


economies alone on the 
basis of the assumption that 
all economies, irrespec¬ 
tive of their stages of 
development, should be 
governed by the same set 
of rules and this would 
automatically deal with the 
international disequilibrium 
through monetary fiscal 
management and private 
capital movements enhan¬ 
ced by it. As a result, the 
experience of the whole 
world was different from 
what was expected. That is 
why the final act of the 
UNCTAD 1964 was that 
developtng countries should 
be given a special treatment. 


No doubt the difficulties 
inherent in the situation 
are often complicated by 
mismanagement but how¬ 
ever wise and effective the 
management of the deve¬ 
loping countries were to be, 
it would be impossible for 
them to avoid restrictive 
trade and payments policies 
in the absence of the efforts 
by the international com¬ 
munity to create a more 
favourable environment for 
worldwide development. 
The main factor—persis¬ 
tant structural imbalance— 
has been responsible render¬ 
ing it impossible for the 
developing countries to 
follow the rules of the 
international monetary sys¬ 
tem. 

According to the report 
of the Group of Experts of 
the UNCTAD 1965, the 
international monetary 
system should couple the 
creation of the additional 
liquidity available to the 
developing countries with 
the creation of an environ¬ 
ment more favourable to 
their retention and their 
proper use. In short, fol¬ 
lowing are the possible ways 
of increasing the amount 
and the availability of liquid 
resources: 

(1) creation of addition¬ 
al reserve assets; 

(2) there should be ex¬ 
pansion of credit facilities 
in addition to those of the 
IMF; 

(3) the conditions gover¬ 


ning the drawings, within 
the IMP credit tranches, 
should be liberalised in 
favour of the developing 
countries; 

(4) the most important 
and basic of them all is to 
raise the Fund quotas of 
the developing countries; 

(5) lastly, we can say that 
the IMF compensatory 
facility should be liberali¬ 
sed. 

The purpose of the in¬ 
ternational monetary systen 
is, after all that of securing 
the adoption of appropriate ‘ 
national and international 
policies with a veiw to 
achieving higher levels of 
employment, higher rate 
of growth and greater 
mobility of factors in all 
countries as well as reduc¬ 
tion in barriers to interna¬ 
tional trade and capital 
flows, including develop¬ 
ment finance. The proposal 
to link the provision of 
development finance to 
a scheme of liquidity crea¬ 


tion is, therefore, an inte¬ 
gral part of the monetary 
reforms if we focus on the 
objectives rather than on 
the technicalities of the 
reform. Any scheme of in¬ 
ternational monetary reform 
should take into account 
the problems of the deve¬ 
loping countries raised by 
the present and the prospec¬ 
tive shortages of interna¬ 
tional liquidity. Its tech¬ 
nicalities should also not 
come in the way of their ( 
objective of achieving ’ 
higher rate of growth. It 
should rather assist in that, 
without creating any more 
problems in the adjust¬ 
ment of the imbalances in 
their economies. Professor 
Herbert Grubel rightly 
remarks that “the provision 
of liquidity to the world can 
never be adequate if the 
mechanism of adjustment 
to disturbances of interna¬ 
tional equilibrium does 
not function.”* 

As far as the developing 
countries are concerned, 
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the problem of liquidity 
has been analysed from one 
aspect only by most of the 
experts. They have unduly 
emphasised the supply side 
of the international reserves. 
They have hardly tried to 
analyse the demand side of 
the problem. The demand 
for liquidity is much more 
important than the supply 
side of it (The argument is 
valid for the developed 
countries as well). 

The problem of liquidity 
as such, is not very serious 
for the developing countries. 
Some of the authorities on 
the subject say that there is 
no. problem of liquidity at 
all foT these countries. They 
are only lacking in resour¬ 
ces for development. In 
other words, the only need 
of these countries is that of 
capital for their develop¬ 
ment programmes. The 
problem of international 
liquidity exists only among 


the developed economies 
such as the USA, the UK 
and western Europe be¬ 
cause these countries can 
easily purchase and sell 
their currencies, while in the 
developing countries we 
witness strict exchange and 
trade control measures. 
The measures taken by the 
rich countries to solve the 
problem necessarily come 
in the way of the develop¬ 
ing countries. 

What is much needed at 
the time is the effort of the 
developing countries to 
persuade the rich countries 
for giving more capital aid 
to the poor countries so 
that this large section of 
humanity may come out of 
the vicious circle of low 
incomes and low standard 
of living. In this direction, 
the UNCTAD and other 
international institutions 
can play a significant role. 

As a result of the recent 


historical decision taken by 
the US government to 
devalue the dollar in terms 
of gold by 8.57 per cent and 
the simultaneous revalua¬ 
tion of the European 
currencies vis-a-vis gold, 
the overall devaluation of 
the US dollar vis-a-vis the 
European currencies and 
the Japanese “yen” will 
help the US to restore bala¬ 
nce in her payments posi¬ 
tion. The developing coun¬ 
tries as well as other 
developed countries will be 
able to sell to the US less 
than the situation earlier to 
August, 1971 (when 10 per 
cent import tariff was im¬ 
posed by the US on all the 
imports). The realignment 
of currencies, after the 
decision taken by the Big 
Ten recently, will promote 
the exports of the devloping 
nations towards the Euro¬ 
pean countries and Japan 
because the former will be 
able to sell cheaper to 


the latter. 

As far as India is con* 
corned we can say that she 
to also not an exception. 
But we should note here 
one important point that 
any change in the parities of 
the currencies of the world 
does not bring any transfor¬ 
mation directly in the way 
mentioned above. Any 
devaluation or revaluation 
of currencies alone does not 
determine the flow of inter¬ 
national trade. The demand 
and supply conditions in the 
world market also affect 
significantly. As a result 
of the revaluation of the 
yen and other currencies of 
the western Europe it 
seems that developing coun¬ 
tries will be able to sell 
cheaper and consequently 
more to these countries. 
But actually Indin and all 
other developing countries 
will face one difficulty i.e. 
the demand for their 
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[ports In Japan and Europe 
§ inelastic. Thus these 
ountries may find that 
bey are shipping more to 
apan and Europe but 
ctualty obtaining less in 
snns of foreign exchange. 
)n the other hand, exports 
rom India and from most 
if the developing countries 
Lestined to the developed 
ountries consist mainly of 
uch products which have 
□elastic supply and this 
rill also result into advecsly 
Lffecting these exporting 


countries. 

Only this new adjust¬ 
ment through the realign¬ 
ment of currencies will not 
solve the problem of the dev- 
loping countries. The system 
of non-reciprocal and gene¬ 
ralised preferences should be 
fully implemented through 
the efforts of the UNCTAD. 
Side by side, the develop¬ 
ing countries should diver¬ 
sify their exports and also 
increase their trade and 
co-operation among them¬ 


selves. This approach to the 
problems of these countries 
will significantly improve the 
international flow of funds 
for the development of dev- 
developing countries. 
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Efficacy of the Monetary Policy : 1950-69 

B- KUMAR 


rRADmoNAtLV MONETARY 
>olicy “focuses on the ob- 
ects, the tools and the pro- 
ess of regulation of the sup- 
)ly of money and credit” 1 . 
Sut since the end of the 
lecond World War radical 
ihangcs have taken place in 
the concept and technique 
of monotary policy. It now 
concerns mainly with the 
‘use of instruments within 
the control of the central 
[>ank to influence the level 
of aggiegate demand for 
goods and services” 2 . The 
objectives and operations 
of the monetary policy have 
also undergone complex ch¬ 
anges. Monetary policy 
is no moro used for achiev¬ 
ing some singular objec¬ 
tives like price stability or 
exchangeability of the past 
era. Now the monetary 
policy is directed to secure 
“the ’ maintenance of high 
and stable level of employ¬ 
ment, the maintenance of 
price stability, a satisfactory 
state of the balance of pay¬ 
ments and lastly, economic 
growth.” 8 

During the present cen¬ 
tury two main turning 
points could be spoted in 
the history of monetary 
policy. Since the great de¬ 
pression of thirties mone¬ 
tary policy has been over¬ 
shadowed by fiscal policy. 
The direct effects of fiscal 
policy have been preferred 
tn the renercussions produc¬ 


ed by the monetary policy 
with a tiring timt gap. The 
second turning point is of 
more recent oiigin. Since 
the end of the second World 
War problems of developing 
nations presented a formid¬ 
able challenge which the 
traditional monetaiy tools 
was unable to meet. The 
monetary solutions of the 
developed countries would 
not be readily applied 
in the case of underdeve¬ 
loped nations. While em¬ 
phasising this fact Alvin 
Hansen obsetved in 1960 
that the monetary policy is 
one thing in developed coun¬ 
try; it is another matter in 
an under-developed coun¬ 
try. ... Similar courses of 
action arc not always appro¬ 
priate”. 4 

Monetary policy new 
constitutes a part of the 
broader economic policies 
of a country. It has to be 
designed and fashioned 
with a view to fitting it in 
the broad economic frame¬ 
work of the country. Now 
its role is not only limited 
to influencing economic 
trends through cost and 
availability of credit. “Tra¬ 
ditionally, the major res- 
onsibility of a central 
ank of a developed nation 
is considered to be the use 
of general and selective 
instruments of credit control 
with the prims objective of 
maintaining monetary stabi¬ 


lity of the country.” 8 

In the context of the 
underdeveloped countries 
the emphasis of monetary 
policy has now shifted from 
regulatory function to pro¬ 
motional and developmental 
activities. In underdevelop¬ 
ed countries the monetary 
authorities are often con¬ 
fronted with the dilemma of 
conflicting objectives. They 
have to choose between 
rapid economic growth or 
price stability and full 
employment or balanced 
regional growth. “Every gro¬ 
wing nation is confronted 
with the dilemma of how to 
achieve the stimulating 
effects of an expanding 
money supply without suffer¬ 
ing the disruptive conse¬ 
quences of inflation.” 8 

Tn pre-Independence days 
monetary policy in India 
moved in traditional gro¬ 
oves. But with the advent 
of planned economic deve¬ 
lopment directed to the 
realisation of a socialist 
goal, the whole mechanism 
of monetary outlook under¬ 
went significant changes. 
Efforts have been made to 
pattern the monetary policy 
in confiormity with the needs 
of planned development. 
The monetary authority in 
our country, namely, the 
Reserve Bank of India, was. 
nationalised in 1948 to bring 
it under direct government 


control. The relationship 
between the monetary and 
fiscal policies had also 
undergone alterations. The 
new thinking assumed that 
“fiscal policy” is often 
a more important determi¬ 
nant of aggregate demand 
than monetary policy. Both 
monetary and fiscal operat¬ 
ions have repercussions on 
the whole economy, affect¬ 
ing the price level, balance 
of payments, the level of 
industrial activities and 
employment. While mone¬ 
taiy policy influences econo¬ 
mic trends, especially inven¬ 
tory investment, fiscal policy 
directly affects the finan¬ 
cial resources and pur¬ 
chasing power in the hands 
of the public.” 7 

Moreover in Indian con¬ 
dition monetary policy 
could not only be used for 
the control of the volume 
and cost of credit but has 
to ensure the flow of bank 
credit to specific priority 
sectors of the economy. 

The first Plan document 
emphasised that “Central 
banking in a planned eco¬ 
nomy can hardly be confined 
to the regulation of the 
overall supply of credit or to 
a somewhat negative regu¬ 
lation of tho flow of bank 
credit. It would have to 
take on a direct and active 
role, firstly, in creating or 
helping to create the machi- 
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nery needed for financing 
developmental activities all 
over the countrv and, 
secondly, in ensuring that 
the finance amiable flows 
in the directions needed." 8 

The planning strategy 
necessitated the application 
of modified technique of 
selective credit control with 
a view to canalising the flow 
of bank credit towards desir¬ 
able sectors without creat¬ 
ing unhealthy restraints on 
currency or bank credit. 
The creation of credit in the 
process of economic growth 
is considered unavoidable 
for meeting the liquidity re¬ 
quirements. According to 
the first Plan ‘‘Credit creat¬ 
ion somewhat in anticipa¬ 
tion of the increase in 

! >roduction and the availabi- 
ity of a genuine saving” was 
essential because “without 
this kind of initial push, the 
upward process may not 


start at all a|$l may fail to 
gather momentum.” 

The first PUtn was laun¬ 
ched in the background of 
high inflation generated 
during post-war and parti¬ 
tion era. In the beginning the 
monetary policy was mainly 
used to regulate the volume 
of bank credit through the 
use of traditional weapons 
of credit control. But 
since the beginning of the 
second Plan monetary policy 
has been used more pur- 
posively and selectively. 

The basic objectives of 
monetary policy, besides 
pursuing the general policy 
of controling the supply to 
stabilise price level, as 
followed during the succes¬ 
sive Plan periods tou'd be 
set out as below : 

I. Controlled expansion 

of money supply to 


match the growth of real 
national income. The 
need for expansion of 
money arises due to de¬ 
mand for liquidity as a 
component of savings 
and reduction of non- 
monetised sectors in the 
economy. 

2. With a sizable part of 
the planned develop¬ 
mental outlays being 
financed by resort to 
deficit financing and pri¬ 
mary money expansion 
being inevitable, the 
monetary weapons had 
to be directed towards 
restraining the secondary 
expansion of credit by 
banks. 

3. As a developing 
country, India is faced 
with a scarcity of re¬ 
sources. Hence all the 
resources including the 
bank credit has to be 
canalised for the growth 
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of priority sectors of the 
economy. Rationalisa¬ 
tion and not the restrain¬ 
ts on bank credit consti¬ 
tute the key-note of 
monetary technique in 
the country. Curbing 
demand for credit by a 
non-essential sector is ' 
the responsibility of the 
monetary authorities, 

4. Check on speculative 
hoarding either by the 

S iroducers or middlemen 
or controlling artificial 
scarcity and price spiral. 
Selective credit control 
has assumed special im¬ 
portance in this context. 

5. With the nationalisa¬ 
tion of banks in 1969 the 
monetary policy now 
aims at ensuring that 
the “availability of credit 
for various types of small 
producers and other 
business units is adequ¬ 
ate and on reasonable 


SERVING THE NATION’S PROCESS INDUSTRY 

BY FABRICATING QUALITY PROCESS EQUIPMENT 

A nation’s growing fertilizer, petroleum and petro-chemical industry calls for quality process equipment. 
Just as India’s chemical industry was developing, manufacturers looked to foreign countries for process 
equipment. That meant heavy drain on our precious foreign exchange. 

In 1966, Bharat Heavy Plate & Vessels L*d., entered the arena. To manufacture quality process 
equipment. 

That was the beginning. Today our chemical industry's reliance on imported equipment is considerably 
lessened. And we save several crores in foreign exchange. 

Bharat Heavy Plate & Vessels with a total capacity of over 23,000 tons, now handles all kinds of made- 
to-order process equipment. 

The wide range of equipment manufactured includes: Light, medium and heavy columns. Storage vessels, 
Heat Exchangers, Waste heat boilers, Receivers, Spare parts etc. 

All items are made to conform to any International Code specified. 

To serve India's process industry in an effective way. 

and now we offer 

EXTRA HIGH PRESSURE VESSELS OF LAYERED CONSTRUCTION 

and 

AIR and GAS SEPARATION PLANTS and LOW TEMPERATURE 
PURIFICATION UNITS OF ALL SIZES 


BHARAT HEAVY PLATE & VESSELS LTD., 

VISAKHAPATNAM-12 (A.P.) 





SPECIAL BUDGET NUMBER 


ApMi7,l972 I 

r l;y 

terms. This ?would In* 

wive.efeatioa of 

appropriate institutions, 
spreading them through 
ail areas and evolving 
suitable procedures”. 
This involves diffusion of 
bonk credit. 

6. With the introduction 
of social control in 1968 
and the inception of the 
ere of credit planning in 
the country, the National 
Credit Council and the 
Reserve Bank - have 
emerged as the twin re* 
guiator of the monetary 
policy and new dimen¬ 
sion in monetary sphere 
has opened. This has 
shifted bias of monetary 
policy in favour of direc¬ 
ted expansion instead of 
controlled expansion of 
money supply. 

7. To evolve a suitable 
rate of interest. 

8. To regulate invest¬ 
ment in the private sec¬ 
tor. 

These objectives should 
constitute the cornerstone 
for measuring the effective¬ 
ness of the monetary policy 
in the country rather than 
any subjective conjectures. 

Before analysing the vari¬ 
ous aspects of the monetary 
policy it would be appro¬ 
priate to spotlight the limi¬ 
tations and institutional 
deficiencies under which the 
monetary policy has to 
operate in our country. 

In the planned economic 
structure of the country 
monetary policy has to sub¬ 
serve largely the fiscal 
measures. It is the fiscal 
policy which is largely con¬ 
cerned with “effecting struc¬ 
tural changes in the econo¬ 
my while monetary policy 
would be aimed at regula¬ 
ting investment in the 
private sector.” 8 

In practice the RBI is 
not the sole regulator of 
money supply. Money ex¬ 
pansion also takes place 
due to budgetary operations 
over which the RBI has no 
control. There is no statu¬ 
tory limit on the borrowings 


from the RBI by the govern¬ 
ment which leads to both 
currency and depos't expan¬ 
sion. 

The balance of payments 
position has also restricted 
the influence of RBI’s tools 
as it is also a source of 
money variation, particular¬ 
ly the imports under PL 480. 

Monetary policy mainly 
“influences economic trends, 
especially investment, thro¬ 
ugh the cost and availability 
of credit”. 18 It has no direct 
control over private invest¬ 
ment. 

The impact of monetary 
policy is limited to short 
term private investments. 
Long-term investment ori¬ 
ginating in capital maiket 
lies beyond its direct control. 
Several transactions origi¬ 
nating in capital markets 
terminate in money maiket 
on which the RBI has little 
control. 

The institutional frame¬ 
work under which the mo¬ 
netary policy is to operate 
also hinders its effective¬ 
ness. Mention may be made 
of the following institution¬ 
al hinderances : 

(i) Existence of a mixed 
economy dominated by 
a large public sector on 
which the RBI has no 
control, 

(ii) heavy public expen¬ 
ditures on non-produce 
able items like defence, 
public welfare, educat¬ 
ion etc., 

(iii) presence of unorga¬ 
nised money market 
particularly in rural 
areas, 

iv) existence of a large 
non-monetised barter 
economy in the country¬ 
side, 

(v) preponderance of a 
large decentralised in¬ 
dustrial sector scattered 
over the length and 
breadth of the country 
which operates under 
little control. 

The country being pre¬ 
dominantly agricultural, 
living conditions of its 


rural population have im¬ 
proved during the Plan 
period but spending habits 
are remotely amenable to 
either fiscal or monetary 
measures. 

In an economy threatened 
with continual inflation the 
“monetary authorities have 
to combine the various 
monetary techniques to 
optimum advantage”. 11 But 
so far no formula has been 
evolved to determine the 
optimum point. 

The legal and institution¬ 
al tools of monetary policy 
of the Reserve Bank of 
India are derivod from the 
RBI Act and the Banking 
Regulations Act.The general 
instruments of credit control 
are available under the RBI 
Act while Sec. 21 (a) of the 
Banking Regulations Act 
confers upon it the power 
to control and direct bank 
advances. The Banking Re¬ 
gulations Act provides that 
the RBI “may determine the 
policy in relation to advan¬ 
ces to be followed by bank¬ 
ing companies generally or 
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by any banking company in 
particular, ana when the 
policy has been determined, 
all banking companies, or 
the banking company con¬ 
cerned, as the case may be. 
shall be bound to follcw the 
policy as so determined”. 1 * 

The RBI possesses alt 
the general tools of 
monetary policy available 
to a central bank, namely 
the Bank Rate, open mar¬ 
ket operations ana variable 
reserve ratio. But it has 
used more extensively the 
weapons of selective credit 
control since 1956, to fur¬ 
ther the cause of the plan¬ 
ned economic growth. The 
tools for this purpose inclu¬ 
des issue of directives, 
moral suasion and credit 
planning. It may however 
be pointed out that no dis¬ 
tinction has been made 
between qualitative and 
selective credit control 
in India. 13 But the term 
selective control has a 
wider detonation than the 
qualitative control which 
concerns only with directing 
the use of credit from supply 
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side. The selective, credit outright purchase of govern* minimum reservo system secured or unsecured- 

control regulates both ment securities, as was the under which the bank has 

supply and demand of bank practice hitherto, to finance been empowered to maintain But during the last two 

credits. seasonal requirements. Ins- a minimum gold reserve of decades of economic devc- 

lead it offered to advance Rs 115 crores and Rs 85 lopment the credit system 

The evolution of the tools money at prevailing Bank crores of (relaxable) other failed to subserve the plan- 

of general and selective Rate. In 1952, a scheme for securities. The year 1956 ned economic needs of the 

credit control since 1947 creation of Bill Market was also marked the beginning country. Credit planning 

could be briefly traced out put into .. operation. RBI of the systematic application does not constitute an 

as follows. became discriminating in its of ‘direc'ive’ powers for se- integral part of the overall 

open market operations. lective credit control. In' planning. Under the scheme 

Monetary policy took a 1965, the credit authorisa- of social control over the 

directional change in 1951 In 1956, by an amend- tion scheme was introduced commercial banks in 1968,a 

when the Bank Rate was rai- ment to the RBI Act, a under which the scheduled National Credit Council 

sed from three per cent to system of flexible ’ eserve banks arc required to obtain was set up to assess periodi- 

3.5 per cent with a view to ratio was introduced for the RBI's authorisation before cally the ctedit requirements 

“making the Bank Rate first time in the country. sanction of fresh credit to of the different sectors and 

effective”. The open market The system of note issue persons enjoying credit of draw a blueprint for credit 

operations was also changed was also changed from pro- Rs one crore or rr.ore from flow to the priority sectors, 

as the RBI refrained from portional reserve system to the entire banking system. This shift to credit planning 
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was clearly caused by the 
ealisatioa of the jhadequa- 
;ics of the monetary efforts 
nade so far.. 

Bank Rate : la India 
lank Rate is the "standard 
-ate at which the RBI is pre¬ 
pared to buy or rediscount 
pill of exchange or other 
jommetcia) paper eligible 
'or purchase." 1 * 

But in view of the scarcity 
>f eligible papers the rate at 
which advances are made by 
he RBI is "treated as equi- 
/alent of Bank Rate". 16 

In Keynesian analysis re- 
iance on Bank Rate as the 
iffeetivo regulator of econo- 
nic activities has been re- 
laced. But in post war era 
he Bank Rate again assu- 
ned significance due to grea- 
er emphasis on employment 
ind output instead of short 
un cyclical stability, increa- 
ed liquidity with the pub¬ 
ic and large holdings of 
hort-term government secu- 
ities by the commercial 
tanks. 

The RBI Act also specifies 
he papers eligible for redis¬ 
count. The bills are redis- 
ounted for a fixed maturity: 
S months in case of agri- 
ultural bill, 180 days in 
xport bills and 90 days in 
ase of other bills. 

However little use has 
teen made of rediscount 
policy due tc absence of a 
till market. Alternative 
nethod of advances to 
tanks repayable either on 
lemand or after fixed period 
lot exceeding 180 days in 

Table I 

BANK SATES : 1935-68 


Year 

Banks Rate% 

935 Nov. 

3 from 31 

95! „ 

. 3! 

957 May 

4 

963 Jan. 

4* 

964 Sept. 

5 

965 Feb. 

6 

968 March 

5 


case of export bills and 90 
days for other bills, have 
been used extensively. The 
Bank Rate has been mainly 
used to regulate the cost 
and availability of credit to 
the private sector. 

The changeseffected in the 
Bank Rate since 1951 are as 
given in Table I. 

With a view to avoiding in¬ 
crease in general Bank Rate 
the RBI also experiment¬ 
ed in quota or penal interest 
rates between Oct. 1960 to 
Sept. 1964 under which the 
banks were given a basic 
quota equal to a specific 
percentage of the statutory 
reserve requirements. Up to 
this quota the banks bor¬ 
rowed from the RBI at 
the Bank Rate. Borrowings 
above this quota were sub¬ 
ject to graded lending rates. 
This system closely resem¬ 
bled to what is known as 
‘Rationing of Credit’ by 
the central banks. But 
this practice proved inef¬ 
fective in restraining banks’ 
borrowings from the RBI, 
hence it was discarded. 

A new system of "sliding 
scale of interest rates based 
on the net liquidity ratios 
of the borrowing banks has 
been introduced in Sept. 
1964, (net liquidity repre¬ 
sents total of cash balance, 
balance with the RBI and 
other banks. Investment in 
government and approved 
securities less borrowings 
from RBI, SBI and 
IDB1). The minimum 
liquidity ratio in operation 
since May 1970 is 37 per 
cent. Interest above on? per 
cent of the Bank Rate is 
charged for every drop of 
one point, or a fraction, in 
net liquidity ratio. The 
penal rates are charged only 
in respect of borrowings in 
excess of the amount which 
a bank is entitled to raise 
from the RBI at the Bank 
Rate. 

The Bank Rate does not 
prove effective either in rest¬ 
raining bank credit or pro¬ 
ducing other desired effects 
on output, employment or 
balance of payments as we 
shall see later. Its effective¬ 


ness was reduced due to the 
following limitations. 

For being effective, the 
commercial banks should 
resort to help from the 
central bank on adequate 
scale. But In India the 
amount of borrowings by the 
banks still constitutes 3 per 
cent of the total bank cre¬ 
dit in 1968-69 as compared 
to 2 per cent in 1950ol i.e. 
Rs 106 crorcs from Rs 
12.4 crores. 

The Bank Rate usually 
acts as a pace setter to 
other market rates of in¬ 
terest, both short term and 
long term. But so far such 
rates hardly conformed to 
the changes in Bank Rate. 
That is why RBI exccr- 
cising its power under See. 1 
21 and 35A of the Banking] 
Regulations Act fixed the 
interest rate on saving and 
time deposits and advances 
of the banks. 

The success of Bank Rate 
depends on the existence of 
a highly developed bill 
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market In the country. The 
RBI’s efforts for develop¬ 
ing a suitable bill market 
in the country has not been 
rewarded well. 

As this weapon acts 
through banking system a 
large part of the population 
remain unaffected by its 
operation. Banking habits 
are still poor in the country 
as there are only one million 
depositors out of 530 millon 
of population. There is only 
one bank for a population 
of 85,000 in the country. The 
per capita deposit was as 
low as Rs 77 in 1967. 

Bank Rate also affects 
the movement of short-term 
funds to and from the coun¬ 
try. But in a developing 
country the dimention of 
such transactions are small 
and could be regulated 
through exchange control. 

Thus in view of the limi¬ 
tations of the Bank Rate the 
"Approach of the RBI so 
far has been to make a 
modest use of this instru- 


INDIAN CARDAMOM 

* The Indian Cardamom Industry is based 
on plantations spread over 86,000 hectares 
in the States of Kerala, Mysore and Tamil- 
nadu. 

* During 1970-71 India produced 3170 M.T. 
of Cardamom, and exported 1705 M.T. to 
over 50 countries of the world bringing home 
112 million Rupees as foreign exchange. 

CARDAMOM BOARD serves the nation by 
promoting the allround development of the 
Cardamom Industry. 
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ment’V 6 Mr H.V.R. lengar, 
the former Governor 
of RBI observed that 
“our attitude has been 
neither to discard the Bank 
rate instrument nor to use 
it,. . .frequently \ 

Open market operations 
consists of purchase and 
sales by the central bank, 
of not only government 
securities but equities as 
well as gold and foreign 
exchange. But practically 
the operation is conduc¬ 
ted only in government 
securities. This technique 
of credit policy is nowa¬ 
days used in conjunction 
with Bank Rate and com¬ 
mands certain superiority 
as it; (a) affects the banks 
reserves directly, (b) this is 
a continuous process, (c) 
absence of compulsion in 
dealings, and (d) direct 
influence on long-term 
rates. 

In India open market 
operations have been used 


mainly to achieve the fol¬ 
ic wing objectives. 

(i) To assist commercial 
banks to tide over seasonal 
stringencies, 

(ii) to rostra n credit, and 

(iii) to assist government 
in borrowing operations, 
maintaining an orderly 
market for government se¬ 
curities, grooming market 
for new issues and directly 
affecting the volume, price 
and yield on particular 
issues. 

The RBI under Sec. 
17(8) of the Act is empo¬ 
wered for “dealing in securi¬ 
ties of central or state 
government or local bodies 
of any maturity or guaran¬ 
teed by the government*’• 
Under Sec, 17 (2) (a) it is 
also entitled to purchase 
or sell short-term com¬ 
mercial bills. But it can't 
deal in equities of any fi¬ 
nancial institutions unless 
notified by the government 


of India. In 1935-36, the 
RBI had a small security 
portfolio. But now its port¬ 
folio is large. The RBI 
conducts sale or purchase 
of securities through ap¬ 
proved dealers. Bombay, 
Calcutta and Madras 
constitute the main shop¬ 
ping centres. But the 
dealers diffused such tran¬ 
sactions over a wider area. 
The RBI has also been 
engaged on ‘switch* opera¬ 
tions i.e. purchase of one 
loan against sale of another 
and vice versa. 

Table Jl depicts the 
position of net purchase 
or sale of securities by the 
Reserve Bank since 1950-51. 

During 1950-69 the RBI 
made net purchases on 
five occasions against n*t 
sales on 15 occasions in- 
d icat i ng an t i-i nflat io jiary 
bias. During 1944-fcO 
the RBI made a net pur¬ 
chase of Rs 30 crores. 
Sales have been parti- 


Apnl 7, 
Table ii 

OPEN MARKET 
OPERATIONS 

(Rs crores 


(Net purchase- 
Net sale) 

1950-51 

—56 

1951-52 

—12 

1952-53 

1.2 

1953-54 

22.1 

1954-55 

28 

1955-56 

16 

1956-57 

—19.2 

1957-58 

65.2 

1958-59 

89 

1959-60 

60 

1960-61 

—6.5 

1961-62 

— 8 

1962-63 

11 

1963-64 

45 

1964-65 

95 

1965-66 

20 

1966-67 

61 

1967-68 

55 

1968-69 

75 


Note: Fig. since 1964-6. 
are approximate. 

Source: Various publica 
tions of RBI. 


FROM FEASIBILITY REPORT 
TO COMMISSIONING, 

EIL PROVIDES ALL THE SERVICES 


As the leading consultancy firm in India, we can provide complete range of services 
including feasibility report, engineering design, procurement, construction supervision 
and commissioning for fertilizer projects as well. Our aim, as usual, is the maximum 
utilisation of indigenous equipment, materials and know-how. 



ENGINEERS INDIA LTD. 


PTI Battffcf 4-Pariiammt Street, New Delhi-*. 


* REFINERIES 

* CHEMICAL AND PETROCHEMICAL PLANTS 

* METALLURGY A MATERIALS 

* FERTILIZER PLANTS 

* STORAGE FACILITIES & UTILITIES 

* PIPELINES 

« PORTS AND HARBOURS 






April 7,1972 


SPECIAL BUDGET NUMBER 


727 


5 




Two fertilizer plants 
a year.... six to eight 
major projects at a time... 
total fertilizer know-how 
from feasibility study 
to push-button 
commissioning... 
manufacture of a 
complete range of 
fertilizer catalysts. 

This is FCI today. 

Research is the very breath 
of FCI’s life. For fertilizer 
technology must be 
constantly improved 
through the development 
of new processes and 
refinement of old 
techniques. 

FCI’s wide range of 
consultancy services 
tackles any problem in 
fertilizer technology 
at any stage. 



FERTILIZER CORPORATION 
OF INDIA LTD., NEW DELHI. 


Ni/FCi/D/ro 
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cularly heavy during 1964- 
69, i.c. Rs 320 crores in all. 

The open market policy 
has also failed to produce 
any appreciable effects on 
price, credit etc. fronts due 
to the following factors. 
Open market operations re¬ 
quired developed security 
market while in India 
“the gilt edged market is 
howover, narrow”. 18 This 
precludes large scale ope¬ 
ration by the bank since 
they would unduly disturb 
security prices. 1 * 

The open market ope a- 
tion have been employed 
by • the RBI primarily to 
assist the government in 
their borrowings. This has 
not assumed the role of 
a full-fledged instrument of 
credit policy. 

The commercial banks 
which account for nearly 23 
per cent of the government 


securities $an purchase 
securities freely but they 
cannot sell below the speci¬ 
fied liquidity requirements. 

The small volume of ope¬ 
rations in the background 
of high development out¬ 
lays, large size of portfolio 
and high monetary expan¬ 
sion restricted its influence. 

“The real tapping of re¬ 
sources by making gilt edged 
securities popular among 
middle classes and rural 
and urban areas has not 
taken place.” 10 

Tho RBI was armed with 
this tool only in 1956 when 
by an amendment the RBI 
was empowered to vary the 
reserve ratio between 5 and 
20 per cent on demand depo¬ 
sits and 2 and 8 per cent on 
time deposits. But in 1962 it 
was further modified and 
now the RBI can vary this 
rate between 3 and 15 per 


cent of both the demand 
and time deposits. 

The RBI has used this 
tool very sparingly. In I960 
the RBI required the banks 
to maintain additional cash 
reserve against excess depo¬ 
sits based on a specified 
date. But this met with 
little success as banks mini¬ 
mised its impact partly by 
(1) recourse to more borro¬ 
wings from the RBI and 
partly (2) by liquidating 
part of their government 
securities. In order to coun¬ 
teract this the RBI raised 
the liquidity requirements 
from 20 to 25 per cent in 
1962. 

Selective credit control is 
concerned with the distribu¬ 
tion and direction of the 
available credit in the de¬ 
sired sectors. The RBI 
has placed greater reliance 
on this tool since 1956. 
The RBI's power to con¬ 
trol advances by banking 
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companies are regulated 
according to Sec. 21 (1) (2), 
3 5A (1) (2) and 36 (1) (a) 
of the Banking Regulations 
Act. Under these provi¬ 
sions the RBI can direct 
and seek compliance from 
the banks relating to the, 
purpose, margin, maximum 
limits etc. of the lending 
operations if required in 
public, internal banking 
policy or individual interest 
of the banks concerned. 

Selective credit control 
has been used for control¬ 
ling inventory stocking 
or consumers* credit pur¬ 
poses. It is executed by (1) 
direction to banks for not 
granting excess loans against 
commodities in general, 
(2) fixing ceiling on advances 
to individuals, (3) raising to 
existing margins in respect 
of loans against paddy etc. 
and (4) discriminting rate of 
interest. 

Presently if covers com- 


THE REVOLUTIONARY TAMIL NADU BUDGET 

The present Tamil Nadu Budget Indicates our swift and unswerving steps towards 
socialism. It augurs prosperity and equality. It proposes enormous expenditure on; 
THE WELFARE OF HARIJANS AND BACKWARD CLASSES : 

The Provision for Harljan Welfare has been raised to Rs. 8.41 crores in 1972-73 
from Rs. 3.59 crores in 1966-67. 

For the Backward Classes it has been raised to Rs. 4.68 crores in 1972-73 from 
Rs. 0-91 crore in 1966-67. 

EDUCATION : 

The outlay for education is raised to Rs. 89.85 crores in 1972-73 from Rs. 53.56 
crores in 1966-67. 

AGRICULTURE : 

To quicken Green Revolution the short and long term credits given by the Co¬ 
operatives have shot upto Rs. 61.00 crores in 1972-73 from Rs. 31.41 crores in 1966-67. 

BEGGAR REHABILITATION : 

Proposals are there to accelerate the rehabilitation of beggars, in addition to 
rehabilitation centres at Paranur, Ulundurpet and Bargur. 

MARCH TOWARDS SOCIALISM : 

Apart from the abrupt reduction of ceiling from 30 to 15 standard acres, the ceiling 
on family holding has been reduced from 60 to 40 acres with immediate effect. In addition, 
the exemption on sugar-cane and grazing Lands and on Trusts have also been revoked. 
In order to protect tenants their arrears upto 30th June are wiped out. 

ABOVE ALL 

It has been proposed in this Budget to he'p the labourers have share in the invest¬ 
ment and participate in the administration of the undertakings of Co-operative and 
Public Sectors. 

This revolutionary Budget to establish an equalitarian society has been hailed by 
the public with confidence and gratitude. 

The Government alone cannot bear responsibility. 

Let us extend our Co-operation with all our ability. 

DEPARTMENT OF INFORMATION AND PUBLIC RELATIONS, 
GOVERNMENT OF TAMIL NADU 
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ntodities like jjpodgrains, 
oilseeds, cottoB, sugar, 
vegetable oils, jute aud suds 
other commodities having 
shoit simply or subject 
to speculative demand. 

* In 1965, the Reserve Bank 
also introduced a ‘Credit 
Authorisation Scheme* un¬ 
der which banks are required 
to obtain RBI authorisa¬ 
tion before sanctioning any 
fresh credit limit of rupees 
one crore (bv all banks) or 
more. Since 1970 the nation¬ 
alised banks are required 
to obtain the prior approval 
of the RBI for certain 
investment, lowering of mar¬ 
gin, interest rates etc. 

The efficacy of selective 
credit control measure has 
been dampened, as we shall 
see later, due to large num¬ 
ber of banks involved and 


seasonal character of money 
market. However it has 
helped in transfer of short 
term funds from non-essen¬ 
tial or priority sectors. But it 
cannot ensure flow of credit 
to all the productive sectors. 

In addition to above met¬ 
hods, the technique of moral 
suation have been used 
by the RBI to secure 
both general and selective 
control of credit. Discus¬ 
sions, meetings, seminars, 
letters of request and sup¬ 
ply of informations have 
been the usual modes of 
preparing grounds for major 
shirts in selective credit 
control or banks’ credit 
policy. 

Now we are in a position 
to draw definite conclusions 
regarding the extent of effi¬ 
cacy of the credit control 
measures, both general and 


selective, during the last 
two decades. 

The tools of general credit 
control were mainly directed 
towards securing effective 
control over bank credit, 
particularly the secondary 
expansion, through regula¬ 
tion of cost ar.d availability 
of credit. On the whole, the 
RBI effort was directed 
towards containing mone¬ 
tary element in the price 
spiral. Table III depicts the 
various economic indicators 
vis-a-vis the success or gene¬ 
ral credit control measures. 

Table III clearly ind : - 
cates that the erratic 
behaviour of prices, un¬ 
related increase in money 
supply, deposits and bank 
credits ana marginal im¬ 
portance of borrowings from 
the RBI and the volume 


of bills purchased and dis¬ 
counted have left behind 
a eonftised trail vis-a-vis 
the application of general 
tools of credit control, 
defying any rational ex¬ 
planation of the pheno¬ 
mena. The table further 
reveals the inability of RBI’s 
measures to cope with 
the money and price situa¬ 
tion. The Nationat Product 
accounts for functional in¬ 
crease in prices. But the 
functional factors like con¬ 
sumption, saving etc. and 
other non-economic factors 
like hoarding cannot 
explain for more than 
50 per cent of the price rise. 

The general credit con¬ 
trol measures served mainly 
as a damper and not as an 
effective curb on prices. 

So far as selective control 
measures areconcerned, their 


Table III 

INEFFECTIVENESS OF GENERAL CRI 


Bank Rate Open M.O. price rise 


m jTTRRPAR l 

(AKQSSfiaa NOLI! URBCDb 

CREDIT CONTROL MEASURES 

(Rs crores) 


Percent increase in Bank Bills 


Year 

Per cent 

Net Pur. — 
Net sale 

'Wholesale'" 

Money 

supply 

Deposits 

Bank 

Credits 

borrowing P & E 

% of total-credit 

1950-51 

31 

_ 

_ 

— 

... 

_. 

2.4 

8.C 

1955-56 

31 

—.7 

—17.3 

11 

20 

24.7 

8.7 

15.0 

1960-61 

4 

204.5 

35 

30 

26.4 

74.2 

7.4 

16 

1965-66 

5-41-5-6 

107.2 

32.2 

56 

97 

73 

3.2 

1.5 

1968-69 

6-5 

191 

6.3 

23.2 

40 

50.1 

3.1 

17.7 


Mote : Variable Reserve Ratio has been omitted as it was used only once. *For Plan periods. 

Sources : Compiled from RBI’s Various publications & Handbook of Economic Informations,Finance Ministry. 

Tablb IV 

EFFECTS OF SELECTIVE CREDIT CONTROL OVER PATTERN OF BANKS 
ADVANCES AGAINST SELECTED COMMODITIES 


(Rs. crores and % to total credit) 


Items 

1951 


1961 

’ 

1966 


1969* 



Advances 

% 

Advances 

% 

Advances 

% 

Advances 

% 

’ood 

n.a. 

_ 

26.5 

2.0 

70.2 

2.2 

83.3 

2.4 

law cotton 

n.a. 

— 

49.7 

3.7 

62.5 

2.9 

68.1 

2.0 

Tea 

n.a. 

— 

11.1 

0.9 

16.7 

0.8 

8.6 

0.2 

'otton tex. 

52.8 

9.7 

145.1 

1.5 

284.4 

12.2 

0.8 

neg. 

r ute tex etc. 

33.7 

6.1 

52.1 

4.0 

122.2 

5.0 

6.2 

0.2 

iugar 

34.4 

6.3 

110.8 

7.9 

123.0 

5.0 

102.6 

3.0 

Chemicals, dyes etc. n.a. 

— 

33.0 

3.0 

76.2 

2.5 

47.1 

1.3 

feg. oils 

n.a. 


27.4. 

2.7 

39.6 

1.1 

1.6 

neg. 


Estimates for busy seasons c nly. 


Source*: Various publications of RBI. 
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impact was localised and 
short term in nature. It 
helped in containing the 
prices of scarce goods dur¬ 
ing busy seasons. That 
it has not produced any 
structural changes in banks 
operation could be seen 
from Table IV (p. 729) which 
depicts comparative seasonal 
trends in advances against 
various goods during 
1966-69. 

Table IV fully demons¬ 
trates the limited use of 
credit policies so far. “The 
credit policies — selective 
as will as general - adop¬ 
ted by the RBI have not 
had adequate impact on 
the price situation, even 
though Reserve Bank of 
India has been very persis¬ 
tent on the application of 
these measures and has 
been taking num rous 
measures from time to 
time”. 21 

Besides, there arc other 
neglected but important 
aspects of the economy 
which could be attributed 


to the qualitative lapses of 
the monetary policy. 

The operation of mo¬ 
netary policy failed to curb 
the centralisation of bank 
credit in a few hands. At 
the time of nationalisation 
in 1969 of 14 major banks, 
it was stated that out of 
the total bank credit of Rs 
2400 crores some 600 fami¬ 
lies accounted for nearly 
Rs 1400 crores of advances, 
out of one million account 
holders. 

Regional disparities in 
banking development is 
another lapse of the credit 
policy. In 1968 out of a 
total" bank credit of Rs 
3,103.1 crores, the states of 
Maharashtra, West Bengal, 
Tamil Nadu and Gujarat ac¬ 
counted for Rs 2,080 crores 
representing more than 
2/3rds of advances while the 
populous and large states 
of Bihar, Uttar Pradesh, 
Madhya Pradesh etc. star¬ 
ved for developmental 
finance. 

With the growth of 


capital market (IFC, SFCs, 
NIDC, ICICI, IDA, UTI, 
LIC etc.) long term ad¬ 
vance for capital goods 
industries were assured. 
But monetary policy, even 
failed to promote a balan¬ 
ced development of con¬ 
sumers* goods industries, 
which needed short accom¬ 
modation. Their progress 
has boon tardy. 

The neglect of priori¬ 
ties sectors like agriculture, 
small industries and export 
arc too well known and re¬ 
quire no repetition. 

The ineffectiveness of 
monetary measures and (he 
exclusion of credit plan¬ 
ning from the ‘plan fra¬ 
mes’ have proved a costly 
lapse from the view¬ 
point of price situation, 
banking operations, balan¬ 
ced growth, intra-sectoral 
balance or progress of 
priority sectors. 

The introduction or ‘So¬ 
cial Control* in 1968 under 
which the National Credit 
Council was entrusted with 


the task of preparing the 
blueprints for sectoral flow 
of credit was a part of this 
l$lated realisation. 

With the inclusion of al¬ 
most entire banking sector 
within the public sector the 
role of monetary policy has 
undergone dimensional 
changes. The problem of 
credit control in the tradi¬ 
tional sense is now relega¬ 
ted to the secondary posi¬ 
tion. 'Credit Planning* has 
gained ascedency in the 
annals of monetary policy. 
Now the role and direction 
of monetary policy should 
be mainly as follows: 

Controlled expansion and 
direction of credit according 
to the long term and short 
term credit plans which 
should form part of the 
overall planning strategy of 
the country. 

Monetary policy be chief¬ 
ly used to secure short term 
objectives while the long 
term objectives be tagged 


THE STORY OF GROWTH 


The story of SIDCO is the story of growth; growth in a problem solving context. 
The problems of Small Scale Industries—problems created out of scarcity—scarcity of 
raw-materials, knowhow, infrastructure, finance—of various other kinds. 

SIDCO’s record of service to help solve the problems of Small Industries in Tamil Nadu 
has resulted in many a smiling face. 

SIDCO has so far distributed scarce raw-materials, iron and steel and the like 
worth over Rs. 4!> crores. 

SIDCO has constructed <7 worksheds to accommodate the small industries in 
Ambattur. Another batch of 30 worksheds will be taken up shortly. 

SIDCO has so far assisted over 150 entrepreneurs to purchase machineries worth 
over Rs. 71 lakhs. Special attractive schemes for educated unemployed persons 
available- 

SIDCO has also advised many entrepreneurs in meeting the problems of setting 
up new industries. 

SIDCO's new loan scheme envisages assistance upto Rs. 1 lakh which could be 
used even for working capital purposes. 

All under one roof of SIDCO, operating through its Head Office at Madras and four 
Branch Offices at Madurai, Coimbatore, Trichy and Vellore. 

COME TO SIDCO — the understanding people. 

TAMIL NADU SMALL INDUSTRIES DEVELOPMENT CORPORATION 
122, ANNA SALAI, MADRAS-6 
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with the overall planning 
objectives. 

Monetary policy should 
also be directed towards 
controlling seasonal fluc¬ 
tuations . although with 
growing agricultural stabi¬ 
lity this may not be subs¬ 
tantially necessary after a 
few years. 

Conditions in India de¬ 
mand that the country’s 
monetary authority, namely 
the Reserve Bank of India, 
should be converted into a 


credit controlling-cum-cre- 
dit planning body. It must 
also endeavour to develop 
some new devices for credit 
management suited to the 
mixed, planned economic 
structure wedded to a 
socialist goal. 
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lntra-8ectoral Allocations In Agriculture 

R- KESHAV 


One of the important as¬ 
pects of economic planning 
is the allocation of capital 
resources, with a view to 
attaining set objectives. This 
‘problem has two dimen¬ 
sions, inter-sect oral and 
intra-sectoral. The prob¬ 
lem of allocation of re¬ 
sources within each sector 
is as important as between 
the different sectors such as 
agriculture and industry. 
In this article, given the 
allocation made in the first 
three five-year Plans, an 
attempt is made to examine 
the consistency between the 
financial allocations within 
the agricultural sector. Con¬ 
sistency between financial 
allocations in the agricul¬ 
tural sector is construed as 
how far the financial allo¬ 
cations between diverse 
agricultura 1 programmes 
harmonise with one another 
for integrated operations 
in the agricultural sector. 

This article proposes to 
examine the intra-sectoral 
allocation with an outline 
of objectives of agricultural 
planning. The objectives of 
the first Plan were to initiate 
the development process and 
to stabilise the nation 
economically. 1 Quite ob¬ 
viously, the Plan emphasised 
on increase in agricultural 
production, to mitigate the 
severity of inflation and 
food shortage. The objec¬ 
tives of the seccnd Plan 


were tc provide adequate 
food to support the increas¬ 
ed population and the raw 
materials needed for a 
growing economy and also 
to make available larger 
exportable surpluses of 
agricultural commodities. 2 
Agricultural programme in 
the second Plan was thus 
geared to buttress the in¬ 
dustrial programme by 
supplying adequately wage 
goods, raw materials and 
foreign exchange. The ob¬ 
jectives of the third Plan 
were also analogous to the 
second Plan. Its objectives 
were to achieve self-suffi¬ 
ciency in foodgrains and to 
meet the requirements of 
industry and exports. 2 Be¬ 
sides, the second and third 
Plans took note of under¬ 
employment or disguised 
unemployment in the agri¬ 
cultural planning. 4 In 


short, while the short-run 
objective has been to equi¬ 
librate the population 
growth and food production, 
the long-run abjective has 
been to attain self-sufficiency 
in foodgrains as well as to 
support the industrial and 
export sector. In confor¬ 
mity with these general ob¬ 
jectives of agricultural plan¬ 
ning, specific targets were 
laid down for varied agri¬ 
cultural programmes. Re¬ 
ference to these targets will 
be made in the latter part 
of the article, where wc dis¬ 
cuss the results of the intra¬ 
sectoral allocations. 

Agriculture being in the 
private sector, entails pub¬ 
lic investment to confine to 
the development of infra¬ 
structure. Public invest¬ 
ments in agriculture can be 
broadly categorised into 


direct investment and in¬ 
vestment on basic utilities. 
While direct investment re¬ 
fers to the investments 
specified in the Plan docu¬ 
ments as 'Programmes of 
Agriculture', the investment 
on basic utilities confines 
to the projects which are 
essential to agricultural 
development. Major and 
medium irrigation pro¬ 
jects form the very impor¬ 
tant item, which comes un¬ 
der the scope of agricultural 
sector. 

The amount and the rela¬ 
tive share of allocations for 
agriculture in the three 
Plans arc set forth in Table 

r. 

Table 1 indicates the 
general pattern of invest¬ 
ment in the agricultural sec¬ 
tor. First, investment on irri- 


Plan 


First Pirn 
Second Plan 
Third Plan 


Tah* f. I 

INVESTMENT IN AGRICULTURE UNDER FIRST THREE PLANS 


Investment 

D»cct age on basic 

investment of utilities 

(outlay on total i.e. invest- 

agricultural Plan outlay nient on 
p rogrammes) i rrigat ion. 


maj & medium 


(Rs crorcs) 


Vo age 
of Plan 
outlay 


299(a) 15 

530 (b, 11 

1088 9(c) 12-8 


300(d) 15 

420 (c) 9 

583 (f) 6 


Sources: (a) Review of t^e F.p. P. ? Govt, of Indio 

(b) Third Five-Year Plan (a) P. 33-38. Govt, of India 

(c) Fourth Five-Year Plan P. 65. Anncxure I 

(d) III Plan P. 384 

(e) III Plan P. 35 

(f) Fourth Plan P. 65. Annexurc-I. 
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gation, a basic utility essen¬ 
tial tc the agricultural de¬ 
velopment, has been in¬ 
creasing since the first Plan. 
In absolute terms it in¬ 
creased from Rs 300 crores 
in the first Plan to Rs 420 
crores and Rs S83 crores in 
the second and third Plan 
periods respectively. In 
terms of percentage, there 
has been a significant dec¬ 
line in the Plan expendi¬ 
ture as compared ti the 
investment on agricultural 
programmes. Secondly in¬ 
vestments on agricultural 
programmes — direct in¬ 
vestment -- compose of 
three major items: (i) Agri¬ 
cultural production pro¬ 
grammes; (ii) other allied 
activities; and (iii) National 
Extension Service (NES) and 
Community Development 
Programmes (CD). Of these, 
agricultural production pro¬ 
grammes and community 
development have been as¬ 
signed greater importance in 
the Plans. Emphasis on 
them is mainly due to the 
«. bjective of increasing pro¬ 
duction of food and raw 
materials essentially to pro¬ 
mote industrial growth. 

The allied activities indi¬ 
cate the attempt of planners 
in diversifying the agricul¬ 
tural sector. In brief, while 
irrigation is an essential 
agricultural infrastructure, 
agricultural production pro¬ 
grammes are directly pro¬ 
ductive activities which make 
irrigation fruitful. Therefore, 
agricultural investments can 


be grouped isroadly into: 
(1) lnvestmej#s on basic uti¬ 
lity in agricultural sector, 
namely, irrigation; and (2) 
direct investments which 
comprise agricultural pro¬ 
grammes. Table II explains 
the composition of direct 
investment on agricultural 
programmes under the Plans. 

The investment on agri¬ 
cultural production pro- 
grammes has been on the 
increase since the first Plan. 
It increased from Rs 182 
crores in the first Plan to 
Rs 210 crores in the second 
and to Rs S51 crores in the 
third Plan. Among the agri¬ 
cultural production pro¬ 
grammes*, minor irrigation 
has absorbed the larger part 
of the investment expendi¬ 
ture. The share of invest¬ 
ment expenditure of minor 
irrigation under the three 
Plans amounts to Rs 440 
crores which is approxi¬ 
mately 50 per cent of the 
total expenditure on agricul¬ 
tural production program¬ 
mes. 6 The residue has 
been expended on program¬ 
mes such as, fertilizer and 
manures, improved seeds, 
land reclamation and de¬ 
velopment. Since the break¬ 
up figures relating to them 
are not available, the share 
of expenditure on each item 
cannot be indicated and the 


*The expenditure on agricul¬ 
tural production programme 
includes expenditure on minor 
irrigation in the Plan docu¬ 
ments. The article follows 
the same classification 


relative importance of each 
programme is terms of in¬ 
vestment cannot be ascer¬ 
tained. 

The share of investment 
expenditure on allied activi¬ 
ties is rather insignificant 
as compared to agricultural 
production programmes and 
community development 
programme. Although such 
activities as fisheries, dairy¬ 
ing and milk supply do not 
have direct bearing on agri¬ 
cultural production pro¬ 
gramme, they assist the pro¬ 
cess of agricultural deve¬ 
lopment to a certain extent. 
For instance the programme 
of animal husbandry supp¬ 
lies farm power. Since it is 
difficult to assess the impact 
of these programmes on 
agricultrual production, 
scanty attention has been 
given to them. Never¬ 
theless, the programme 
of co-operation, market- 
ting and storage which is 
an essential complement to 
the progress of agricultural 
production programmes 
appears to be considerably 
ignored. Investment on 
co-operation, marketing and 
storage facilities was 
1.7, 7.4 and 9.5 per cent 
of the investment on 
allied activities’ under 
the three Plans (see Table 
II). Thus there is lack 
of consistency between 
the investment on produc¬ 
tion programmes and the 
investment on co-operation 
and marketing. The im¬ 
portance of this programme 


Heft in the fact that many 
of the production program¬ 
mes require warehousing, 
storage and marketing 
feqjities for their suc¬ 
cessful implementation. 
The inadequacy and in¬ 
consistency of investment > 
between them have been' 
pointed out, while ap¬ 
praising the success of 
production programmes. 

The community develop¬ 
ment programme includes 
within its ambit activities 
relating to agriculture, co¬ 
operation, animal husban¬ 
dry, minor irrigation, so¬ 
cial education and other 
activities. The quantitative 
importance of the program¬ 
me is evident from the fact 
that investment expenditure 
on it has registered a suc¬ 
cessive increase from Rs 82 
crores in the first Plan to 
Rs 218 crores and Rs 288 
crores in second and third 
Plans, respectively. In the 
absence of adequate and 
comparable data, a few 
available figures have been 
made use of to illustrate the 
nature of the complemen¬ 
tary role of CD in increasing 
agricultural production. This 
justifies its inclusion under 
direct investment program¬ 
mes. Besides, CD program¬ 
me has been evolved to re¬ 
cast the social and economic 
attitudes of the rural folk 
so as to help development 
planning in India. 

During the first Plan, a 
provision of Rs 90 crores 


Tabu II 

COMPOSITION OF DIRECT INVESTMENT IN AGRICULTURE UNDER FIRST THREE PLANS 


(Rs crores) 


SI. No Head? 

I Plan 
outlay 

Percentage 
to direct 
investment 

11 Plan 
outlay 

Percentage 
to direct 
investment 

III Plan 
outlay 

Percentage 
to direct 
investment 

1. Agricultural production programmes 

2. Allied activities 

181.15 

60.5 

210.04 

39.6 

551.90 

50.8 

(a) Animal husbandry 

35.85 

12.05 

100.23 

19.0 

248.50 

22.8 

(b) Dairying & milk supply 

9.60 

3.23 

21.90 

4.2 

43.40 

4.0 

(c) Forests 

6.60 

2.22 

11.57 

2.2 

33.60 

3.1 

(d) Fisheries 

2.77 

0.93 

9.06 

1.7 

22.50 

2.0 

(e) Co-operation, marketing, warehousing and storage 

3. Community development (including village panchayats and 
local works) 

5.10 

1.67 

38.81 

7.4 

103.00 

9.5 

82.15 

27.0 

218.73 

41.4 

288.50 

26.4 


Some: Review of the first five year Plan. Annexurell. Third five-year Pirn 738. St. ‘B\ P. 343, fourth five-year Plan. P. 65 (Annexure-1). 
Figures relating to Plan outlay have been gleaned from the above sources. 
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was made far di program¬ 
me and Rs thrce crcaes for 
NES. The total expenditure 
on CD and NES M the end 
of the Plan stood at Rs 46 
crates. Of this total expen¬ 
diture, irrigation program¬ 
mes accounted for L6 per 
' cent and agriculture nine 
per cent. Thus, program¬ 
mes which have direct 
bearing an agricultural 
production like reclama¬ 
tion, irrigation etc., were 
not given due attention as 
compared to the construc¬ 
tion activities.* The second 
Plan made a provision of 
Rs 200 crores exclusively 
for CD and NES. The share 
of agricultural programmes 
was fixed at 21.5 per cent. 

During the third Plan 
agricultural program¬ 
me was given a share of 
42.8 percent of the total 
outlay. In absolute terms 
agricultural programmes 
* accounted for Rs 126 
crores. 7 Following the re¬ 
commendations of the 
study report on CD (1957), 
third Plan also made a sig¬ 
nificant qualitative change 
by reducing the three-phase 
system into two phases.* By 
this new system, as the 
sixth Evaluation Report 
observes, 32.5 per cent of 
the total outlay in the sche¬ 
matic budget for agriculture 
accounted for agriculture, 
animal husbandry, irriga¬ 
tion and reclamation in the 
first stage. In the second 
stage, while the share of 
investment on irrigation and 
reclamation declined, the 
share of agriculture, ani¬ 
mal husbandry and others 
increased. 

In brief, the investment 
on agricultural production 
programmes — direct in¬ 
vestment — considerably 
exceeds the investment on 
basic utility, namely, irri¬ 
gation. Taking into con¬ 
sideration the expendi¬ 
ture both under direct in¬ 
vestments and investments 
on basic utilities, irrigation 
programme alone has claim¬ 
ed a larger portion of the 
agricultural investments. 
Furthermore, although the 
magnitude of investment on 
different programmes shows 
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a gradual increase, it has to 
be discounted to make al¬ 
ii wance fer the inflationary 
effects, which continue to 
prevail in the economy since 
the second Plan. 

The efficacy of the intra¬ 
sectoral allocation in agri¬ 
culture in attaining the ob¬ 
jective stated above can be 
judged by looking into the 
success of production tar¬ 
gets iu programmes of 
agriculture, which are in 
turn, contingent on the 
successful attainment of tar- 
gits under varied agricultural 
pr< grammes. The growth 
in agricultural production 
is considered under two 
heads: (i) Foodgrains pro¬ 
duction; and (ii) non-food- 
grains production. Table 
III indicates the targets and 
achievements of agricultural 
production under three 
Plans. 

While the foodgrains pro¬ 
duction far exceeded the 
Plan target by seven million 
tons in the first Plan, the 
production in the Second 
Plan lagged behind the tar¬ 
get to little extent and in the 
third Plan it was highly dis¬ 
appointing. In the third 
Plan period, foodgrains pro¬ 
duction fluctuated severely 
and in the last year was be¬ 
low the second Plan level. 

The production of some 
agricultural products other 
than foodgrains has fluctu¬ 
ated rather severely in all 
the Plans. During the first 


Plan, cotton as well as oil¬ 
seeds production marked 
a spectacular growth, while 
others lagged behind the 
Plan targets. But the pro¬ 
duct icn of jute was highly 
discouraging. During the 
second Plan, the production 
cf all the commercial crops 
except sugarcane, trailed 
behind the revised Plan 
targets. Especially the pro¬ 
duction of jute and ccttc n 
was highly discouraging. 
But in comparison to the 
pre-revised targets, produc¬ 
tion of commercial crops 
save jute and cotton, was in 
agreement with the original 
targets. During the third 
plan, while the production 
of sugarcane increased by 
more or less 50 per cent of 
the additional target the 
production of oilseeds was 
even below the second Plan 
level. The above facts con¬ 
firm that some of the com¬ 
mercial crops haVo exhibi¬ 
ted considerable gap bet¬ 
ween production and tar¬ 
gets during the 15 years of 
agricultural planning. 

Imports and price trends 
of agricultural commodities 
are also witness to the fact 
that agricultural planning 
has faued to attain the 
avowed objectives of plann¬ 
ing. During the year 1951, 
imports of foodgrains fi¬ 
gured at 4.73 million ton. 
Imports declined to l. 38 
million ton in the year 
1956 due to the increased 
agricultural production. 
Again, imports have been 
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on the increase since 1957. 
Imports on an average fi¬ 
gured at 3.5 million tons 
during 1957-61. Imports 
increased from 3.44 mil¬ 
lion tons in 1961 to 
10.34 million tons in the 
year 1965-66.* 

Movements of prices of 
Rod articles and industrial 
raw materials also show a 
rising trend continuously 
since 1961. Price indices 
(Base=1950) of food arti¬ 
cles and industrial raw 
materials declined from 

122.4 and 153.9 in 1951 
(Base=195C) to9 2.8 and 

109.4 in 1956 respectively. 10 
While the price index of 
food articles declined by 16 
points at the end of the first 
Plan, the price index of in¬ 
dustrial raw materials re¬ 
gistered a decline of 10 
points. The decline in the 
price index of agricultural 
commodities including in¬ 
dustrial Taw materials at 
the end c f the first Plan was, 
mainly due to increased' 
agricultural pr< duction. 
Price indices of f< c d arti¬ 
cles and industrial raw ma¬ 
terials respectively rose by 
26.5 and 45.4 points during 
the second Plan. 11 

The major explanation of 
the continued uptrend in 
wholesale prices as observed 
by the thirdPlan documents, 
was undoubtedly the rising 
pressure of demand result¬ 
ing from the growth of po¬ 
pulation and incomes. Thus, 
agricultural production 


Tadif. Ill 

TARGETS AND ACHIEVEMENTS OF FOODGRAINS AND NON-FOODGRAINS 
PRODUCTION UNDER THREE PLANS 




1 Plan 



11 Plan 


111 Plan 

Items 

Beginning Target 
of of 

the Addl. 

I produc- 

Plan tion. 

Achieve¬ 

ments 

Target 

Addl. 

produc¬ 

tion. 

Revised 

targets 

Achieve¬ 

ments 

Tarpt 

Addl. 

produc¬ 

tion. 

Achieve¬ 

ments 

I Foodgrains (m.t.) 

55 

7.6 

69.0 

10.0 

15.5 

82.0 

24 

72 

II Non-Foodgnrins 

(a) Cotton m.b. 

2.90 

1.2 

4.3 

1.5 

2.2 

5.3 

1.9 

4.8 

(b) Jute m.b. 

3.5 

2.09 

4.5 

0.8 

1.5 

4.1 

2.2 

4.5 

(c) Sugar (mt) 

6.9 

0.7 

7.29 

1.3 

2.0 

11.2 

2.0 

12.1 

(e) Oilseeds (mt) 

6.1 

0.4 

7.2 

1.4 

2.1 

8.8 

2.7 

8.3 


Source: Agricultural Production, Economic Survey 1967-68 
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could not match effectively 
with the needs of growing 
population and require¬ 
ments of industry and ex¬ 
ports. Since *61, the price in¬ 
dices of food articles as well 
as industrial raw materials 
have been increasing conti¬ 
nuously. ’While the price 
index of food articles in¬ 
creased from 117.6 in 1961 
tc 154.5 h 1965-66, the 
price index of industrial raw 
materials rose from 159.1 
in 1961 to 163.8 in 1965- 
66. u Some of the facts indi¬ 
cated above corroborate the 
inference that agricultural 
planning has deviated from 
the agricultural < bjectiVes 
set-cut in the Plans. 

The non-fulfilment of 
agricultural c bjcctives can 
broadly be attributed to: (1) 
unfavourable monsoon, 
dreught; and (2) the in 
complete agricultural pro¬ 
grammes. Since this article 
focuses its attention on 
allocational aspect in agri¬ 
culture, only the progress 
of different agricultural pro¬ 
grammes is considered. The 
physical achievements of 
agricultural programmes 
have been illustratively dealt 
with, owing to the absence 
of statistical data. Further¬ 
more, lack of break-up fi¬ 
gures of financial alloca¬ 
tion relating to the agricul¬ 
tural preudetion program¬ 
mes necessitates testing the 
consistency of investments 
in agricultural sector, by 
looking into the success of 
each programme. Since in¬ 
vestments in agriculture are 
highly complementary to 
one another, the success of 
agricultural planning de¬ 
mands simultaneous pro¬ 
gress in all the programmes. 

Of all the public invest¬ 
ments in agricultural sec¬ 
tor, expenditure on irriga¬ 
tion has been the main in¬ 
vestment on basic utilities. 
Its contribution U agricul¬ 
tural development can be 
known from the irrigation 
potential created and utilis¬ 
ed under the three Plans. It 
is rather essential to keep in 
mind the relative advantages 
and disadvantages of major 
aiyt minor irrigation in 
evaluating their financial ex¬ 


penditure «nd physical 
achievements. The choice 
between them is largely de¬ 
termined by the short-run 
and long-run agricultural 
objectives under the Plans. 

At the beginning of the 
first Plan/the total area irri¬ 
gated stood at 56 million 
acres, of which 23.8 mil¬ 
lion acres was irrigated 
by major schemes and. 
32.0 million acres were 
by minor irrigation sche¬ 
mes. 13 At the end 
of the third Plan, the total 
area irrigated figured at 88 
million acres, cf which 38 
million acres were irrigated 
by major schemes and 50 
million acres by minor 
schemes. 14 'While the pro¬ 
gress in irrigation potential 
of the major schemes has 
lagged behind the Plan tar¬ 
gets considerably, the pro¬ 
gress of minor irrigation has 
matched itself with the Plan 
targets. But the mere pro¬ 
gress in the irrigation po¬ 
tential does in no way indi¬ 
cate the actual impact on 
the agricultural develop¬ 
ment. Consideration of the 
pace < f utilisation of the 
irrigation potential created 
is therefore Very essential. 

Even from the point of the 
ratio of financial expendi¬ 
ture between minor and 
maj< r irrigation invest¬ 
ment approximates 

to 1:4, 1:3 and 1:1.5 res¬ 
pectively. 1 * Thus, a rela¬ 
tively higher irrigation po¬ 
tential could have been 
created if the investment ex¬ 
penditure equal to that made 
on major irrigation had been 
incurred on minor irriga¬ 
tion. Moreover, from the 
standpoint of utilisation of 
irrigation facilities, plan¬ 
ners could have given 
greater importance to minor 
irrigation in the short-run 
with a View to increasing 
food production to meet the 
growing population. 

The reasons for the non- 
fulfilment of irrigation po- 

• Financial outlay* for major 
and medium and minor irrigation 
schemes have been taken from 
Bhagirath Pamphlet Publications, 
O.O.I. ni and IV Plan docu¬ 
ments, for the comparison. 


tential targets have been 
spelled out in the Plan docu¬ 
ments. During the first Plan, 
phasing of irrigation pro¬ 
jects was not given the de¬ 
sired attention. “There 
have been instances where 
reservoirs were completed 
before the associated canal 
systems, land had not been 
prepared for irrigation when 
canal systems were comple¬ 
ted. . .tubewells were drilled 
without arrangements in 
advance for power supply 
and so on”. 15 Adminisfa- 
tive difficulties, inadequ¬ 
acy of trained personnel, 1 * 
shortages of essentials such 
as steel, cement, coal etc., 
incomplete investigation 
and inadequate surveys — 
were some of the factors res¬ 
ponsible for the non-fulfil¬ 
ment of the irrigation tar¬ 
gets under the Plans. 

The casual factors res¬ 
ponsible for the non-fulfil¬ 
ment of irrigation potential 
targets are broadly two: (1) 
technical defects in the exe¬ 
cution of irrigation progra¬ 
mmes, inadequate surveys 
and incomplete investiga¬ 
tion. (2J defective phasing 
and administrative difficul¬ 
ties. These difficulties 
can be eliminated with no 
additional cost by rearrang¬ 
ing the different phases of 
economic projects in their 
proper sequence and by 
effecting required changes 
in the administration of 
projects. The gap between 
irrigation potential created 
and utilisation has been 
mainly due to two reasons. 17 

(1) Lack of follow-up 
measures along with the 
construction of irrigation 
project such as, construc¬ 
tion of field channels, dis¬ 
tributes, water courses 
etc, by the related de¬ 
partments such as Reve¬ 
nue, Agriculture, CD and 
Cooperation, ha&hindered 
the utilisation of irriga¬ 
tion facilities. 

(2) Lack of measures 
such as adoption of scien¬ 
tific agricultural practice, 
crop patterns, credit faci¬ 
lities, supply of improved 
seeds and fertilisers have 
become bottlenecks in 


the utilisation of irrigation 

facilities. 

The above two reasons 
indicate the lapse on the 
pul of the planners in reco¬ 
gnising the imperative com¬ 
plementarity between irriga- v 
tion and agricultural pro-' 
duction programmes on 
the one hand and the co¬ 
ordination required bet¬ 
ween different depart¬ 
ments in executing an eco¬ 
nomic programme. Thus, 
the low pace of utilisa¬ 
tion can be viewed as 
the lack of co-ordination 
between the investment on 
irrigation and agricultural 
production programmes. 
Had there been correlation , 
between them, the prob¬ 
lem of non-utilisation and 
low utilisation would not 
have appeared. 

Investment on agricultural 
production programmes : di¬ 
rect investment forms an-, 
other important aspect 
of agricultural investment. 
This comparises pro¬ 
grammes such as, seed mul¬ 
tiplication programme, land 
n. clr.roation ar.d develop¬ 
ment, soil conservation pro¬ 
gramme, distribution of 
fertiliser and manure and 
agricultural machinery. 
Since the data relating to 
these schemes are scanty 
and incomplete the success 
of these schemes will be 
dealt with illustratively. 

Seed multiplication pro- 
gramme : The seed multi¬ 
plication and distribution 
programme was more or 
less a neglected aspect in 
the first Plan. The progress 
made during the first Plan 
in evolving improved strains 
for different crops in pro¬ 
ducing qualities of nucleus 
seed and in multiplying them 
for local distribution was 
on the whole poor. 18 Dur¬ 
ing the second Plan, it was 
expected that the additional 
agricultural production 
should increase by 3.4 mil¬ 
lion tons, consequent upon 
the implementation of seed 
multiplication programme. 
With heavy emphasis on 
these programmes 4000 Seed 
farms were established as 
against the revised target 
of 4328. The area covered 
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by the seed progiutnme was 
55 million acres In contrast 
with the target j*f 216 mil¬ 
lion acreslWhile the num¬ 
ber of teed farms indicates 
substantial progress, the 
area covered by improved 
seeds reflects the unsuccess¬ 
ful implementation of the 
seed programme. However, 
it is superfluous to labour 
on the progress of the num¬ 
ber of Sums established, for 
what matters from the point 
of agricultural production is 
only the area covered by im¬ 
proved seeds. During the 
third Plan an area Of 148 
million acres was intended 
to be covered by improved 
seeds. The Seed Review 
Team (1968) has observed 
that the success of the seed 
programme has been thwar¬ 
ted by factors such as diffi¬ 
culty in acquiring lands, 
seed farms, inadequacy of 
trained personnel, lack of 
r oo-operation from the re¬ 
gistered growers, non-avail¬ 
ability of quality breeder 
stocks in adequate quanti¬ 
ties, insufficiency and lack 
of appropriate storage faci¬ 
lities on seed farms and im¬ 
proper distribution arrange¬ 
ments. 1 * 

Land reclamation and de¬ 
velopment programme is 
rather essentia} in so far as 
it brings new areas under 
cultivation to mitigate the 
pressure of population on 
land. During the first Plan 
an area of 2.6 million acres 
as against 2.7 million acres 
was reclaimed. Various other 
programmes of land recla¬ 
mation and development co¬ 
vered an area of 5million 
acres* 0 . Besides it was esti¬ 
mated that a total area of 
three lakh acres had been 
brought under soil conser¬ 
vation programme. Over 
the second Plan period an 
area of 1.2 million acres 
as against the target of 
1.5 million acres of land 
was reclaimed* 1 . The esti¬ 
mated achievement of the 
soil conservation program¬ 
me on agricultural lands was 
two million acres and of the 
catchment areas was 1.5 
lakhs acres.** Nevertheless 
the targets‘in regard to land 
relamation and land im¬ 
provement in the second 
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Plan wove lower than the 
first Plan. 

The third Plan propos¬ 
ed to undertake land 
reclamation and develop¬ 
ment programme in an 
area of 3.8million acres and 
to bring 11 million acres of 
land under soil conservation 
pregramme. Programmes of 
land reclamation and deve- 
velopment and sail con¬ 
servation have been im¬ 
peded by such factors as (1) 
the lack of co-operation of 
the public, (2J inadequate 
trained personnel, and (3) 
inadequate demonstration 
of scientific practices. 

Since the programmes re¬ 
lating tc seeds, land re¬ 
clamation and development 
and soil conservation in¬ 
volve heavy financial ex¬ 
penditure, farmers do not 
like to bear the risks involv¬ 
ed in experiments. Fur¬ 
ther, shortage of trained per¬ 
sonnel and inadequate de¬ 
monstration of scientific 
practices, insufficent storage 
facilities and quality breeder 
stocks indicate the need for 
higher investment on the 
development of human as 
well as material capital. 

The above mentioned 
factors raise the question of 
consistency in infra-sectoral 
allocation. The fact that seed 
multiplication programme 
has suffered from the insuffi¬ 
cient storage facilities indi¬ 
cates the consistency in in¬ 
vestments between co-opera¬ 
tion and seed multiplica¬ 
tion programme. 

Modern agricultural ma¬ 
chinery and implements 
are one of the important 
constituents of the agri¬ 
cultural base. At present, 
about 42 different types of 
manual and bullock opera¬ 
ted implements are pro¬ 
duced entirely by the small 
scale units and the power 
operated machinery and 
implements of 61 types are 
being produced by medium 
and large industries. These 
two constitute agricultural 
implements industry**. The 
tractors and tractor-drawn 
implements, essential for 
mechanised cultivation are 
both domestically produced 


and imported. The agricul¬ 
tural production program¬ 
mes confine themselves to 
the distributive aspect of 
agricultural implements and 
the adequacy of investment 
on the production of agri¬ 
cultural machinery has not 
been considered. 

The demand and utili¬ 
sation of implements and 
machinery are discouraging 
in spite of the loans and 
subsidies made available 
by government agencies 
and co-operatives. To quote 
the National Productivity 
Council’s observation, 
“Farmers are reluctant to 
purchase agricultural im¬ 
plements owing to the 
initial cost involved and 
the procedural difficulties 
to be faced in getting loans. 
Furthermore, the high price, 
the absence of propaganda, 
the small size of holdings, 
surplus labour in rural areas, 
the higher duties on petro¬ 
leum products, inadequate 
supply of spare parts are 
some of the inhibiting fac¬ 
tors for the use of improved 
agricultural implements and 
machinery’’* 4 . 

Tc increase the use of 
improved agricultural im¬ 
plements, sufficient amount 
of initial capital requir¬ 
ed by the farmers has 
to be provided. This obvi¬ 
ously calls for a higher allo¬ 
cation of financial resources 
to the credit programmes. 
Besides, credit programme 
has to be so designed as to 
help the needy farmers. 

The agricultural machinery 
programme can be more 
effective if attention is given 
to supply suitable equipment 
to suit the existing land pat¬ 
tern system. The National 
Productivity Council ob¬ 
serves that the lack of ade¬ 
quate power and non-avail- 
abi'ity of suitable equip¬ 
ments for fanning operations 
are fundamental problems 
limiting the productivity of 
agriculture.** This necessi¬ 
tates the investigation into 
needs of Indian fanners in 
regard to improved agri¬ 
cultural implements. 

The application of 'ferti¬ 
lisers has been assigned a 
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big role in increasing agricul¬ 
tural production. Even in 
regard to this programme, 
investment on the produc¬ 
tion of fertilisers has not 
been considered since it is 
beyond the scope of this 
article. Of the total avail¬ 
ability of 3.36 lakh tons of 
Nitrogen ‘N’ at the end of 
1.955-56, the consumption 
stood at 1.07 lakh tons. In 
the year 1960-61 consump¬ 
tion stood at l.t7 lakhs 
tons as against the avail¬ 
ability of 2.20 lakhs tons. 
It was only in the year 1965- 
66, that consumption of ‘N* 
exceeded the availability. 
While the availability was 
5.41 lakh tons,consumtion 
figure was 5.45 lakh tons.** 

' In the ca‘e of consump¬ 
tion of phosphatic fertiliser 
(F.O,) while the availability 
and consumption matched 
in 1955-56, consumption ex¬ 
ceeded the availability in 
the years 1960-61 and 1965- 
66. As against the availabi¬ 
lity of 0.61 lakh tons and 
1.59 lakh tons of p,0« in 
1960-61 and 1965-66 con¬ 
sumption figures were 0.7 
lakh tons and 1.68 lakh 
tons respectively. 

While the consumption of 
potash, K,0 matched with 
imports in 1965-66.it ex¬ 
ceeded the imparts in 1960- 
61 by 0.5 lakhs tons and it 
was again short of the avail¬ 
ability by 0.16 lakh tons m 

1965 - 66” 

The main problem of 
fertiliser programme is that 
consumption has always re¬ 
mained less than the re¬ 
quirements. For instance, 
as against the estimation of 
fertiliser requirement by the 
government of India in 

1966- 67 at 1.0 million tons 
of N, 0.37 million tons of 
PtO c and 0.2 million tons 
K.O, the consumption 
figures at 0.8million, 0.28 
million and 0,11 million 
tonns respectively.** Flan 
documents** account this 
gap by: (!) insufficient atten¬ 
tion given to green manure 
programme, a prerequisite 
to the application of ferti¬ 
lisers; (20 lack of integra¬ 
tion between supply of ferti¬ 
liser and credit facilities; 
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(3) and improper distribu¬ 
tion and also delay in the 
supply of fertilisers. 

Accord'ng to the study 
on the use of fertiliser and 
manure 80 made by the PEO 
in 1967, the main reasons 
mentioned by the fpaddy 
growers in package'and non¬ 
package districts for their 
reluctance to use fertiliser 
on the entire co-operative 
area were: 0) lack of credit; 
(2) unsuitability of soil; (3) 
lack of irrigation. Field stu¬ 
dies 81 conducted by the Di¬ 
vision of Rural Survey of 
the RBI in seVeni 1A.DP 
districts reveal that (a) lack 
of irrigation facilities, (b) 
lack of guidance in the appli¬ 
cation of fertilisers, (c) un¬ 
satisfactory arrangement of 
distribution and others have 
been responsi ble for the slow 
growth of consump.ion of 
fertilisers. 

The progress of local 
manurral programme hr.s 
been unsatisfactory. In re¬ 
gard to the fulfilment of 
these programmes, the third 
Plan observes, “It is diffi¬ 
cult to measure the local 
manurial prog’amine, ex¬ 
cept the urban compost iro- 
gramme which is organised 
through municipalities and 
larger panchayats”. 39 

Nevertheless, the urban 
compost programme has 
been more successful in all 
the Plans than the green 
manure programme and ru¬ 
ral compost prog-amme. 
Thus, the causes for the gap 
between ■ consumption and 
the requirements on the one 
hand and the under-utilisa¬ 
tion of fertiliser on the othci, 
indicate the absence of 
consistency in the invest¬ 
ment pattern in the agricul¬ 
tural sector. Factors inhibi¬ 
ting the fertiliser use such 
as unsuitability of soil, im¬ 
proper distribution of ferti¬ 
lisers, lack of guidance in 
the application of fertilisers 
express the need for higher 
allocation on the fertiliser 
programme in three direc¬ 
tions: 

(1) to establish adequate 
number of soil testing 
laboratories; 

(2) to expand the co¬ 
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operative structure with 
an adittj&ooal institut¬ 
ional set-up for the dist¬ 
ribution , of fertilisers; 

(3) to establish adequate 
number of demonstra¬ 
tion farms to con¬ 
vince and guide the 
farmers in using fertili¬ 
sers. 

In brief, irrigation pro¬ 
gramme must be the pivot 
around which the supply 
programmes of agricultural 
machinery, fertilisers, seeds, 
etc. must be properly 
designed. The benefits from 
irrigation have not been 
obtained owing to inade¬ 
quate emphasis on agricul¬ 
tural production program¬ 
mes. On the other hand, 
most of agricultural pro¬ 
duction programmes have 
suffered from inadequate 
funds. These two sets of in¬ 
formation help to conclude 
that there is no match bet¬ 
ween investments on irri¬ 
gation and agriculluial pro¬ 
duction programmes. Un¬ 
less the investments among 
the varied programmes in 
agricultural sector do not 
appreciate the imperative 
complementarity between 
them, no amount of heavy 
investment on irrigation or 
any other programme pro¬ 
motes a breakthrough in 
agriculture. 

The Community De¬ 
velopment Programme is 
another important aspect 
of agricultural invest¬ 
ment. It has assumed a 
strategic role in the realm 
of rural sector. The assess¬ 
ment of the progress of the 
CD and NES is a difficult 
task, since it has multi-di- 
mcnsional aspects and it 
has only larger benefits in 
the long run. Nevertheless, 
an attempt is made to app¬ 
raise with the help of 
the reports published by 
the Programme Evaluation 
Organisation. 

The effectiveness of CD 
programme is illustratively 
indicated by considering its 
impact on agricultural pro¬ 
duction and employment. 
According to the finding of 
the .study team, the all- 


India average in regard to 
the additional food pro¬ 
duction was only 10 per 
cent. 88 The seventh Evalua¬ 
tion Report 84 made a study 
of the progress of the agri¬ 
cultural programme for the 
period between 1952 and 
1959. Its observations 
were related only to re¬ 
clamation, soil conserva¬ 
tion and irrigation. The 
findings of the report were 
that reclamation had 
brought about an average 
addition of about 5 psr cent 
in the cultivated areas of the 
block. About 16 psr cent 
of the cultivable waste had 
been reclaimed. The average 
irrigated area psr block was 
estimated at 34.5 pit cent. 

The progress of irrigation 
programme considered in 
relation to the total culti¬ 
vated area was not encourag¬ 
ing. Between the irrigation 
and the land reclamation 
programmes the progress 
of the former was relatively 
better with regard to adopt- 
tion of improved practices. 
The fifth Evaluation Re¬ 
port 35 observed that im¬ 


proved seeds .and fertilisers 
were adopted by 60 per cent 
of the households, whereas 
the adoption of aU the im¬ 
proved practices was affec¬ 
ted by only 34.6 pier cent of 
the households. 

The beneficiaries of CD' 
and NES programmes! ac¬ 
cording to the sixth Eva¬ 
luation Report 8 * were main¬ 
ly large and medium culti¬ 
vators. The sanle was the 
case with co-operation. 
Since the main objective of 
CD programme is to im¬ 
prove the conditions of vil¬ 
lagers in general and small 
fanners in particular, we 
cannot say that the CD 
programme has been a grand 
success. 

To solve the problem of 
the seasonal unemployment 
and disguised unemploy¬ 
ment, pilot project scheme 
was implemented at the end 
of 1956. The sixth Evalua¬ 
tion Report which made the 
study of pilot projects ex¬ 
pressed that 85 training 
centres had been working 
on the date of enquiry as 


* strong technical base 

* bold seed development policies 

* scientific production & marketing 

* sound extension services 

THESE FOUR FACTORS MAKE N.S.C. 
A MAJOR FORCE IN SEED INDUSTRY 

NSC's outstanding achievements today arc development 
of a strong foundation seed production; stocking and 
supply organisation; introduction of seed certification fot 
the first time in the country on a large scale; develop¬ 
ment of engineering consultancy and advisory services 
and thereby encouraging indigenous production of seed 
sowing, processing and testing equipments, help in the 
establishment of a large number of seed processing plant; 
organiso training programmes, seminars and symposiums 
for ths benefit of progressive farmers, seed producers, 
and State Government personnel, and trigger quality 
conciousness in seed. 

National Seeds Corporation Ltd. 

(A Govt, of India Undertaking) 

F-44/A, South Extension Part-I, 

Ring Road, New Delhi-49 
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persons hadraw|w>d train* 
ing at thesecentrW, Among 
;h» trained persons only 
Sfi per cent had gone into 
the crafts in whicE they ic- 
reived training while the 
rest were engaged in other 
occupation*. The cottage 
and small-scale industries 
have networked efficiently, 
rhe seventh Evaluation Re¬ 
port* 7 finding was that culti- 
/ators and artisans were .un¬ 
employed for 30 per cent 
of the total man-days and 
igricuttural labourers for 
35 per cent. Besides labour 
movement was from crafts 
:o farms instead of the other 


way round, as intended by 
he village industry pro¬ 
gramme. These facts doubt 
:he employment potential of 
the village industry pro¬ 


gramme. 


In short, the C D pro¬ 
gramme as a method of 
rural strategy in mobilising 
the local resources for deve¬ 
lopment programmes is still 
at the experimental level. 
The chief objective of the 
programme at present is to 
increase production and to 

f irovids supplements emp- 
oyment. The facts offered 
b> tbc various evaluation 
reports largely give a 
gloomy picture of tbe CD 
scheme. The ohange in the 
attitude of the rural folk 
caused by the introduction 
of C D programme is yet 
to gain strength in trans¬ 
forming rural society in its 
varied aspects. 


In order of investment ex¬ 
penditure, irrigation, agri- 
cultcral production pro¬ 
grammes and community 
development have assumed 
importance in the agricul¬ 
tural sector. Allied acti¬ 
vities account for smaller 
percentage of investment 
expenditure as compared 
to the former. Tbe intra¬ 
sectoral allocation has not 
appreciated the need for 
larger investment on co¬ 
operation and marketing 
for the sucoess of the pro¬ 
duction programmes. 

Tbe intih-scctoral alio* 
cation envisaged in the 


>1 * 

ing thc objectives 
of agriculture. The pro¬ 
duction trends in agricul¬ 
tural commodities, the 
magnitude of imports and 
the price indices of- food 
articles and industrial raw 
materials indicate that the 
objeotivvS of agricultural 
sector have remained un¬ 
fulfilled. 

The national effort to im¬ 
prove agricultural ptoduc- 
tivity has not been locking 
in tegard to the range of 
programmes undertaken. 
But where it seems to have, 
been deficient is in the allo¬ 
cation of resources to attain 
the objective of the agricultural 
sector. Some of the defects 
in tbe iatra-sectorai allo¬ 
cation are: 

First, investment on irri¬ 
gation could have been 
more fruitful if larger allo¬ 
cation had been made in 
favour of minor schemes 
then in major and medium 
schemes. 


";in-s<be TOfiio^n jpf 

_iliser express the need for 

larger allocation of invest¬ 
ment resources for agricul¬ 
tural production program¬ 
mes. 

Fifthly, the investment 
on CD programme has not 
yielded results as to 
arouse popular enthusiasm 
and co-operation in impro¬ 
ving agricultural practices 
and ameliorating rural un¬ 
employment. This naturally 
makes one doubt the effec¬ 
tiveness of machinery in 
executing programmes of 
community development. In 
brief, intra-sectoral allo¬ 
cation reveals inconsistency 
as well as inadequacy bet¬ 
ween the various program¬ 
mes in agricultural sector. 
It is heartening to note 
that the lessons of the ex¬ 
perience of the three Plans 
have influenced the allo¬ 
cation of resources in the 
fourth five-year Plan, the 
study of which however, 
is beyond the scope of 
this article. 


Secondly the failure to 
attain the irrigation targets, 
as evidenced by causal f.c- 
tors, such as inadequacy of 
trained personnel, short 
supply of essentials such as 
cement, steel etc., lack of 
adequate demonstration of 
improved techniques indi¬ 
cates the inappropriate allo¬ 
cation of resources both to 
the irrigation and agri¬ 
cultural production pro¬ 
grammes and the inability 
to realise comprehensively 
the complementarity bet¬ 
ween investments on irriga¬ 
tion and other agricultural 
programmes. 

Thirdly, that the seed 
multiplication programme 
has been thwarter by fac¬ 
tors like inadequacy of trai¬ 
ned personnel, non-availabi¬ 
lity of quality breeder stocks 
and inadequacy of storage 
facilities indicates the insuffi¬ 
cient allocation of resour¬ 
ces for the development of 
material and human capital. 

Fourthly, absence of 
proper distributive. machi¬ 
nery, inadequate supply 
of spue puts, lack of guid- 
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Sto Group 


1971-72 

Exports up 31 $. Imports up 43$. 

Profits up 124$. Expenditure down 4.7$. 

1971*72 was a year of gratifying progress. We 
exceeded our targets of exports, profits and imports, but 
werebeiow target in expenditure, There was altogether 
a healthy improvement over last year . For the first time, 
the total group turnover exceeded Rs. 300 crores. 
Exports, at a total of Rs. 97 crores. while exceeding 
the target, just fell short of our coveted century, though 
next year we are aiming at Rs. 128 crores. 


Rs. Crores 


Exports rose from 74.1 
Imports „ 1 64.0 

Total Sales .. 233.8 

Profit .. 7.2 

Expenditure fell from 6.4 


to 


30.6% 

43.3% 

40.5% 

123.6% 

4.7% 


Rs. Crores 
96.8 by 
220.7 .. 

328.6 .. 

16 .t .. 

6.1 .. 

Expenditure to sales ratio further fell from 2.7% to 1.9% 

Stocks . 15.1% to 10.1% 

Debtors „ „ „ „ ,« 10.7% to 8.2% 

1972-73 

1972-73 promises well export-wise, budgeting 
a bold increase of 32.2%, from Rs. 96.8 crores to 
Rs.128 cron 3 . However, we have taken a conservative 
view of our total imports by provisionally assuming 
more or less last year's total level of imports because 
there are some uncertainties arising from the cessation 
of PL 480 funds for some of our staple lines of tallow, 
soyabean oil, newsprint and industrial raw materials. 
These were also among our most profitable lines. 

We have, consequently, also had to provisionally 
scale down profits suitably, allowing at the same 
time for some domestic price support operations like 
rubber and tobacco which result in tosses. However, 
we will strive for better profits as the year develops, 
hoping that imports will also shbw a significant rise, 
and that we will also be able to take better margins. 






Rs. Crores 


Last Year 

This Year 

Next Year 


1970-71 

1971-72 

1972-73 


Actual 

Provisional 

Budget 

Export Sales 

74.1 

96.8 

127.5 

Import Sales 

154.0 

220.7 

236.9 

Domestic Sales 

5.7 

11.1 

10.1 

Total Sales 

233.8 

328.6 

374.5 

Profit before tax 

7.2 

16.1 

11.0 

Expenditure 9 

6.4 

61 

6.7 

Stocks 

35.3 

33.2 

23.9 

Debtors 

25.0 

27.1 

22.9 

Equity capital 

8.8 

9.8 

9.8 

Reserves 

11.7 

12.4 

15.7 

Net worth 

20.5 

22.2 

25.5 

Expenditure to sales 2.7% 
Stocks „ 16.1% 

1.9% 

10.1% 

1.8% 

6.4% 

Debtors „ „ 

10.7% 

8.2% 

6.1% 

Cash Position 

Overdraft 

Credit 


* 

' Rs. Crores. 

1.4.1970 

— 

- 

1.4 

1.4.1971 

7.1 


— 

1.4.1972 

— 


4.1 



*Excluding inttrtsc, depreciation and provisions. 


' V. t\ 

Provisional results- 

:Year ended 31st March* 1972. 


Profits 

STC lives in an interesting world: when it makes 
good profits, some object to it; equally, when It makes 
less profits, some say it is sliding down. STC took this 
to heart, and this year made an all-out effort to improve 
Re profits, and has more then doubled it. Our 
management in now futiy cost and profit conscious, 
consistent, of course, with its social obligations . 
Actually, by the standards of industry's profits in indie 
of nearly 10% on turnover, end private trades'even 
higher, our 4,9% is quite modest. 

Cash Management 

Our cash management has been good. Despite the 
normal and inflationary escalations, the costs of our 
new foreign offices, and the substantial rise in sales, 
expenditure was well controlled and actually fell by 
4./%—a rare achievement by any standards. The 
employment of cash, despite the buffer stock operations 
for fats and oils and rubber, was kept under strict 
control. Consequently we have periods of surplus cash, 
which we suitably invest and are helpfully lending to 
our export associates in the smell scale sector. 

Another innovation introduced this year is the 
switching of our surplus funds for use within the STC 
group, from one corporation to another, to ensure the 
maximum utilization of available resources and 
minimisation of interest payments. T 

We hope thus to run a nearly Rs.400 crore 
business next year on a more or less self-financing 
basis. 

Shareholder 

Interests of our shareholder, the Government of 
India, remain paramount with us. We made another 
bonus issue during the year, raising the equity capital 
from its original Rs. 2 crores in 1968 to Rs. 8 crores, 
and the dividend correspondingly from 10% to 20%, 
now paid quarterly instead of annually. We today pay 
Rs. 160 lakhs instead of the Rs. 20 lakhs in 1968—an 
eight-fold improvement. 

We have greatly appreciated the help and 
encouragement we have received from our Ministry 
and particularly from the Minister and Secretary. 

Service 

At home, we have organisedassistancetosmall- 
scale industry through a separate States Marketing 
Division, which liaises with small industries development 
corporations, both at the States and their apex levels. 
We have now begun to adopt small industries' many 
problems, particularly in the field of exports, and have 
recently also agreed in principle to invest in the equity 
capital of some state small industries development 
corporations, to involve ourselves in their affairs, to 
guide and to help. These innovations will significantly 
help the small scale sector. 

To serve the interests of industry and trade in 
general, we haye now about 40 conaultative com¬ 
mittees, which meet regularly to keep us advised on 
our import planning. 

Abroad, service to our customers and associates 
and our marketing divisions is being improved through 
a chain of 20 offices, from New York to Sydney, backed 
by a newly created International Operations Division 
at headquarters. After having established our new 
regional offices in South East Asia. U.S.A. and Europe, 
we are now looking closely at Latin America, an area 
entirely new to us. 


*°/STC/4j77 
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H To consolidate our rapid growth, wa carried out 
a second major internal reorganisation, creating many 
new, more viable and compact marketing divisions, 

■ duly supported by a range of of service and advisory 
divisions. HHEC and IMPEC'S organisations are also 
under review; 

"... To encourage management education, we have 

■I decided to endow two chairs, one at the Administra- 
H five Staff College, Hyderabad, for Industrial Relations 
and the other at the Indian Institute of Management, 

■ Ahmedabad, for International Marketing. 

Staff 

■ There is a direct ratio in an organisation between 
its efficiencies ;and the calibre of its men. Manpower* 

■ StoGroup 

^ The State Tradtof Corpontioa of India Ltd. 
■ fK The Projects and Equipment Corporation of 
H India Ltd. @3] The Cashew Corporation of India 
2 Ltd. *^§Trhe Handicrafts and Handlooms Exports 
■ Corporatioa of India Ltd. O Indian Motion 


Corporation of India Ltd. m 
Pictures Exports Corporation Ltd, 


wise, therefore, while we have also been economical, 
recruiting only such specialist and technical personnel 
as we cannot find within, we have been giving full 
support to those who work with ue to rise through 
training and promotion. 

A management train?* scheme has been orga¬ 
nised to attract young talent into the group; but of 
special interest is our new scheme initiated for the 
employment exclusively of young talent amongst men 
and women belonging to scheduled castes and 
scheduled tribes for service in STC’s managerial , ’ 
cadres. 

This is a n account of a year of satisfactory 
progress,, but, / repeat, we ere only too conscious of our 
shortcomings and of the long way we have to go 


Offices in Indie 
New Delhi Cochin 
Bombay Guntur 


Of floes Abroad 
Bangkot Frankfurt 


Calcutta 
Madras 
Adipur 
Agra . 


Kanpur 

Ludhiana 

Tuticorin 


Beirut Hamburg 
Belgrade Hongkon 
Boston Lagos 
Budapest London 
Colombo Moscow 
.East Berlin 


Frankfurt Nairobi 
Hamburg New York 
Hongkong Paris 
Lagos Prague 
London Singapore 
Moscow Sydney 

Tehran k 
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Industrial growth. Growth dependent on technical 
knowhow and expertise, entrepreneur'll skill, research and 
development. Philips have been quietly ousy doing their 
bit to make the industrial revolution in India a reality. 

New products, sophisticated techniques and innovation 
are only the visible part of Philips contributions. Over 2,000 
small and medium scale units all over the country are 
sending steady streams of quality engineered components 
to Philips factories for such diverse products 
as lamps and lighting equipment, radios and sound equipment, 
professional electronic instruments and medical apparatus. 

In the challenge posed by rising expectations. 

Philips response has been an ever widening industrial base 
imbued with technical competence. 
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TL a ^ui| Partly in gratitude to an electorate 

I Iff* tSVil Wl which has so strikingly strengthened 

g _ ■§» _a . their party’s hold on pofiticalpower 

fHlBf1 jll m ffllft in the nation, the Prime Minister 

and her colleagues have lately been 
raakirig many promises to the public on behalf of the central government. It has 
. been said that the government will hereafter work with greater dedication and 
increased efficiency in framing policies or executing programmes for improving the 
economic and social conditions of the people and, in particular, vulnerable 
or under-privileged sections of the community. There is a great deal 
of talk ' of employment-oriented development, while emphasis is being laid 
on social welfare and social justice. The Prime Minister and her colleagues 
are also pledging themselves to a new quality of planning which would encourage 
national self-reliance while discounting foreign aid. On another plane, assurances 
are being held out about the administration developing a new outlook or changing 
its ways of functioning so that bureaucratic inertia, negativism or obstructionism 
is eliminated from thfe implementation of the government’s decisions or the dis¬ 
charge of the government’s responsibilities for speeding up economic development. 


There is, however, one promise which leaders in the ruling party or 
government have not made, one assurance which they have not held out. 
This is that they will endeavour to give the people a government cleaner than what 
the nation has been putting up with for several years now. There has been no 
undertaking on the part of the Prime Minister or other ministers in the central 
government to make an attempt to reduce the scale of corruption in politics or ad¬ 
ministration. The only assumption on which this silence can be justified is that this 
problem of corruption has not become a serious issue of good government. It is, 
however widely recognised that there is or can be no place in our political syllogism 
for such a comforting premise. The politicians know only too well that the people 
know well enough that corruption has become the main fuel both for our politics 
and administration. The Election Commission has made no secret of its conclu¬ 
sion that the election practices of political parties or their candidates are chroni¬ 
cally riddled with corrupt practices. There are several judgments of high courts 
or the Supreme Court in which references have been made to the poor state of 
morality among political parties or individuals as shown by their gross or consis¬ 
tent violation of election rules or regulations against corrupt practices. Recently, 
the government-appointed Direct Taxes Enquiry Committee had spoken in the 
most casual terms of black money being paid to and received by or on behalf of 
political parties. In addition, theie is talk going on at all levels of the society of 
fund-collectors for political parties coaxing or coercing large cash payments from 
businessmen, often employing for the purpose the power or authority of their posi¬ 
tions or offices in government. Significantly enough allegations of this kind have 
been seldom rebutted or even challenged. 


Given the state ofaffairs at the political level, it is not surprising that the in¬ 
tegrity and purity of the administration has also come to be widely suspected or 
arraigned. Once a minister’s conduct ceases to be above board, he naturally be¬ 
comes helpless or ineffective in dealing with corrupt practices in his ministry. 
Dishonest officials consequently become less and less inhibited in demanding or 
accepting bribes. Thus there often develop situations in which the bribed politi¬ 
cian is unable to deliver the goods because files cannot be made to move unless 
the officials in their turn are also taken care of. In such a vicious context, clean 
government becomes an impossible idea and this is what is happening in our 
country at present. 

It must be conceded, of course, that corruption in government^ not a new 
development. But in the dimensions in which it now exists, it is certainly a pheno¬ 
menon without precedent in the history of administration in our country. It is 
generally agreed that the root of this evil is to be found in, the under-the-counter 
collection of cash payments from businessmen by politicians in office. It is also 
realised that the legal ban placed on open donations by public limited companies 
to political parties has had a great deal to do with the aggravation of this evil trade 
in blade money. The Wanchoo Committee on Direct Taxes has suggested that 
the evil could be reduced if donations to political parties by public companies are 
made legal and given the benefit of tax exemption. Mr Palkhivala has also been 
advocating the removal of the legal ban on public limited companies making dona¬ 
tions to political parties and has suggested that a law should be passed simultane¬ 
ously making it compulsory for all political parties to make a public declaration 
periodically of all the donations they have received from various sources. There 
has also been a more far-reaching proposal that tbe state should finance with the 
tax-ppyers’ money the legitimate election expenses of recognised political parties, 
thereby eliminating the rote of black money as well as the need for political 
parties being beholden to individual or corporate donors. Whether the 
Prime Minister, her Advisers and her colleagues are prepared to devote 
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some serious attention to this problem 
is not known, but it is cleat enough 
that unless this basic evil of political 
corruption is dealt with, that other 
evil of corruption at the level of ad¬ 
ministration cannot be combated either. 

Meanwhile could the community do 
anything at all even if the government 
or the political parties were to remain 
indifferent? The business community, at 
any rate, does bear a large responsibi¬ 
lity for setting things right. This is for 
the simple reason that it is the most im¬ 
portant ‘other parly’ to corruption 
among politicians or officials. Thcic 
was no doubt a time when businesmen 
could and did collect money openly and 
honourably for the benefit of political 
parties the economic policies or pro¬ 
grammes of which they believed to be 
to the advantage of private enterprise 
and the good of the country. Today 
the climate for that kind of healthy and 
quite wholesome co-operation between 
political parties and the business com¬ 
munity does not exist. On the cont¬ 
rary, financial support for politicians 
has become a black transaction in 
which undue personal favours are 
sought by businessmen and granted 
by the politicians in office or, equally 
often, politicians holding office have 
recourse to the tactics of blackmail to 
extract cash out of v ulnerable business¬ 
men. This being the pattern ot political 
corruption, it follows that businessmen 
individually or the business comm unity 
collectively ought to and can play an 
effective part in stopping this rot of 
corruption, in government or admini¬ 
stration. This would no doubt mean for 
many businessmen a question of taki ng 
risks of a kind different from business 
risks but more often it would simply 
be a matter of their resolving, in the 
interest of the institution of private 
enterprise as well as in the national 
interest, not to seek undue advantages 
or favours from ministers or cfficiaK 

What is particularly unseemly in the 
anatomy of corruption in government 
or administration is the payment of 
money by businessmen to political 
parties or politicians as the quid for the 
quo of licences or quotas. There are 
certain business leade s who have lately 
taken up lecturing their fellow busi¬ 
nessmen on the larger sccial ethics they 
must practise if private enterprise is to 
survive. Tt would certainly be useful if 
these prophets or preachers would also 
consider exhorting businessmen to turn 
their back on the monstrous institution 
of quid pro quo which has done so much 
to corrupt the administration, the go¬ 
vernment, politics and public lilts itself 
and imperil the democialic way of life. 


This column has not 

been planned as a regular weekly 
feature. It will appear whenever a fit 
subject presents itself. T have a sus¬ 
picion that this will happen fair¬ 
ly frequently. As the caption 
warns, this column may extend 
charity to none; nor docs it 
expect charity from any. It is and 
will be written, however, without 
malice towards the individuals 
whose views on issues of interest 
or whose sins of commission or 
omission in respect of their public 
responsibilities may be criticized 
or otherwise commented upon. 


There is of course. 

nothing eery wtong in a minister tak¬ 
ing time on, even during the work- j 
ing hours of government, to putsue 
his interest in culture, literature, and 
the Fine Arts. Ministers, surely, do 
no f have to sit glued to their chairs 
in their ministries or their seats in 
Parliament to show that they are not 
wasting taxpayers’ money. 

Nevertheless I feel 

that I have just reason to pick up a 
quarrel with the Minister for Civil 
Aviation. For several weeks now 
the Indian Airlines schedules have 


WITHOUT 

CHARITY 


I am rather sorry 

that my inaugural target happens 
to be the Minister for Tourism 
and Civil Aviation. Dr Karan 
Smgh has qualities of head and 
heart which arc deservedly and 
widely admired and respected. Tt 
is. however, not Dr Karan Singh, 
the individual, that lam concerned 
with here. I am writing about 
him only as Dr Karan Singh, the 
Minister for Tourism and Civil Avi¬ 
ation, especially Civil Aviation. 
I may be calling an axe a bloody sho¬ 
vel, but the plain fact is that Dr 
Karan Singh has been a dismal fai¬ 
lure as Minister for Civil Aviation. 
The job has proved to be just too 
tough for this very soft man. 

Nero was accused of 

fiddling while Rome was burning. 
Dr Karan Singh, of course, is 
no Nero, but he is certainly 
intcicstcd in music. On March 
31, a Friday, Dr Karan Singh 
was enjoying a music concert by Smf. 
MS. Subbalakshmi from about 11 
a.m. to 1 p.m. She was giving this 
performance for the delegates to the 
International Sanskrit Conference. 
In addition to being a lover of music, 
Dr Karan Singh is also a lover of 
Sanskrit. 


been in shambles. This may not 
have made a difference to the 
President or the Prime Minister 
both of whom have the IAF at theii 
beck and call. It is also possible 
that other VIPs in government have 
not been seriously incommoded. 
They, after all, are in a position to 
throw their official weight about 
and it has been remarked that one of 
the few IAF flights which managed 
to take off on time in the recent past 
was also the one which had the pri¬ 
vilege of having the union Finance 
Minister listed among its passengers. 

Lesser travellers, 

however, have had to suffer vary¬ 
ing degrees of discomfort or incon¬ 
venience so much so the weak 
of will or flesh among them have 
often been reduced to nervous 
wrecks. My charge against Dr Karan 
Singh is that he seems to be showing 
less interest in calling Indian Airlines 
to order than in Sanskrit conferen¬ 
ces or music concerts. Seeing that he 
has not yet been moved to the Minist¬ 
ry of Education (.including Cultural 
Affairs), this kind of behaviour on his 
part suggests dereliction of duty, 
gtoss or otherwise. The minister and 
the Indian Airlines management have 
charged the engineering staff with 
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staging an undeclared go-slow. The 
engineets on ithe other hand have 
claimed that they are simply work¬ 
ing to rules. Additionally they 
have complained of lack of or 
access to spare parts, and 


this, they argue, is causing delays in 
maintenance operations being car¬ 
ried in accordance with the require¬ 
ments of the safety of ait craft 
in flight. The public has a right to 
know whe-e the truth lies and it 
should therefore have been one of the 
immediate acts of the minister to ask 
a competent expert or a small group 
of experts to go into the merits of the 
controversy and inform the public 
of the real state of affairs. If there is 
in fact a go-slow, the aiiline engineers 
could and should have been called 
to account. If. on the contrary, the 
management is in default with re¬ 
gard to spares or any other aspect of 
maintenance operations, the execu¬ 
tives who are responsible fot the 
lapse or lapses should have been 
brought to book. As it is, this hurl¬ 
ing of charges and counter-charges, 
without any attempt being made by 
the minister to clear the air through 
a prompt and proper investigation of 
the truth, has only made it easy for 
irresponsible disputants on either side 
to carry on a battle of wills or war 
of nerves at the expense of air travel- 


Mr Mishra's 
favourite child 

In his presidential address at the 
annual general meeting of the Indian 
Jute Mills Association held in Calcutta 
on March 30 1972, Mr S.L. Mehta 
referred to the keen and continu¬ 
ous interest that Mr L.N. Mishra, the 
Minister of Foreign Trade, was taking 
in the problems of the jute indust! y. 
“No wonder,” ho said, “if the indus¬ 
try claims the privilege ofb;-ing your 
favourite child”. But Mr Mehta's 
address showed how the industry has 
been receiving inadequate attention 
not only from the Ministry of Foreign 
Trade but also from other ministries. 
For example, Mr Mehta complained 
that the industry's efforts to maxi¬ 
mise production by working extra 
hours including Sundays and by in¬ 
stalling additional machinery and 
equipment were “greatly hampered by 
the inordinate delay which occurred in 
the necessary permission being accorded 
by government”. 

The delay in getting payments for 
the jute goods supplied to the govern¬ 
ment has resulted in blocking mills’ 
working capital, thereby putting “a 
serious constraint on their working”. 
Mr Metha also remarked that the 
continuance of the export duties would 


ultimately prove detrimental to the 
industry’s export efforts. 

The jute industry's export perfor¬ 
mance in 1971 can be considered as 
satisfactory only in a limited sense. 
Mr Mehta said that hessian exports in¬ 
creased from about 283,000 tonnes in 
1970 to 309,000 tonnes, in 1971, carpet 
backing from 138,000 tonnes to 251,000 
lonnos, and sacking from 79.0C0 
tonnes to 1,15,000 tonnes, an increase 
of about 33 per cent. But Mr 
Mehta pointed out that the industry’s 
improved performance in 1971 was 
much short of that of the sixties. For 
example, the industry’s annual exports 
during 1963 to 1967 averaged about 
850,100 tonnes which was 16.1 per cent 
more than what was exported last 
year. The better exports of last year 
were mainly due to the cessation of 
supplies from Pakistan. 

Mr Mishra pointed out that the 
current prices wore too high and that 
foreign countries were buying our 
jute goods mainly due to the “com¬ 
pulsion of circumstances”* He added 
that jute could compete effectively only 
if its prices declined. But the indus¬ 
try’s efforts were greatly handicapped 
by the frequent cuts in power supply, 
inadequacy of bank credit, high ship¬ 
ping freight and lack of co-operation 
from labour. 

The power plants in West Bengal su¬ 
ffer from serious deficiencies arising 
from defective maintenance and strai¬ 
ned management-labour relations. The 
plants of the State Electricity Board, 
the Durgapur Projects Ltd, and the 
DVC have been unable to produce 
according to capacity because of 
mechanical defects and lack of co¬ 
operation from labour. Though Mr 
Siddhartha Shanker Ray’s ministry is 
now trying to improve the situation, 
it seems that it will take several 
weeks or months before industries in 
West Bengal can be assured of un¬ 
interrupted supply of power. It is 
doubtful if the jute industry's plea to 
exempt it from power shedding will be 
heeded by tnc state government. 
Frequent power shedding has also 
been affecting industrial relations in 
the jute industry. Mr Mehta com¬ 
plained that in spite of successive 
increases in wages and dearness 
allowance, there has been no improve¬ 
ment in production due to intense 
inter-union rivalries leading to vari¬ 
ous acts of indiscipline. 

Mr Mehta highlighted the threat 
to the jute industry from synthetics. 
He said that the share of synthetics 
in the tufted carpet production in the 


lers who are the primary sufferers. 

Incidentally, the 

phrase “working to rules" seems 
to have been exploited once too 
often. If these rules would allow 
any section of airline opeiatives 
to knock down airline schedules, 
the sooner these rules are changed 
the better. The real problem, how¬ 
ever, is that nobody is speaking 
the truth. It is clear that there is a 
wage dispute between the engineers 
and the airlines. To the extent 
that tht demands of the former have 
substance, the management and 
the ministry have had enough time 
to make a ‘take it or leave it’ offer 
which is objectively reasonable and 
then proceed to deal sternly with the 
recalcitrants in case the offer is re¬ 
jected. The trouble is that neither 
the Indian Airlines management nor 
the Civil Aviation ministry has yet 
been able to develop practices of tidy 
and firm administration. No wonder 
their record — and particularly the 
record of the present Minister for 
Civil Aviation — have been pock¬ 
marked by far too many surrenders 


lo aggressive trade unionism or 
simply unprincipled agitations. 

Meanwhile air- 

travellers arc being repeatedly hit - ■ 
and hit doubly every time. While the 
fares keep going up, the right to 
travel comfortably if possible — or 
peacefully at the very least — is be¬ 
coming increasingly difficult to assert. 
The victims of Indian Airlines have 
in fact been reduced to such a 
helpless condition that the airline 
is even able to enforce and collect 
cancellation charges in spite of its be¬ 
ing in no position to guarantee that 
its flights will take off according to 
schedule. A classic example of this a 
“pull devil pull baker” situation, 
which is being put up with only be¬ 
cause the majority of air-travellers 
—perhaps the vast majority -has its 
fares paid by the government, direct¬ 
ly or indirectly. There is here some 
poetic justice which both the aesthete 
and the moralist in Dr Karan Singh 
should be able to savour and relish. 
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USA increased from 11.9 per cent in 
the first quarter of 1968 to 36 per cent 
in the third quarter of 1971 in the 
field of primary backing and from 8.8 

E er cent to 24.4 per cent in secondary 
ocking. This resulted in an erosion 
in the share of jute prim ary backing 
from 83.5 per cent to 61.1 percent and 
in jute secondary backing from 79.2 
per cent to 66.9 per cent in this period. 
In 1971 the share of man-made fibre 
further increased from 32 per cent to 
34.8 per cent in primary backing. In 
view of this increasing challenge from 
synthetics, both the gevernment of 
Ir.dia and the jute industry should in¬ 
tensify their efforts to improve the 
latter’s competitive capacity. In this 
context, research activity assumes 
considerable importance. 

Mr Mishra expressed satisfaction 
at the fact that the Indian Jute Indus¬ 
tries Research Association had done 
useful work in the areas of jute spin¬ 
ning and fibre upgrading. But he 
regretted that quite a few mills had 
still not joined the Research Associa¬ 
tion and, more unfortunately, its 
subscription had run into large arre¬ 
ars, which showed “a lack of interest 
on the part of the members in the vital 
sector of research and development.” 
While the minister is right in empha¬ 
sising the role of research, he does 
not seem fair in attributing indifference 
on the part of mills. When the 
mills have not been able to operate 
profitably and even working capital 
lias been hard to get, how can they be 
expected to show enthusiasm for 
research? 

Mr Mishra exhorted the jute indus¬ 
try to devote proper attention to 
market studies. He said, "We should 
revitalise export marketing through 
proper planning and promotion and 
if necessary, market surveys and 
market orientation tours should be 
undertaken in the principal markets 
by experts in the industry and the 
government with a view to evolving 
suitable strategy for minimising loss 
in markets and deterring some new 
investment for production or use of 
of synthetic substitutes”. This is 
sound advice. But can Mr Mishra 
assure the industry of the adequate 
availability of foreign exchange to 
undertake market surveys?. The 
industry had complained some time 
back that because of the niggardly 
allocations from the Market Develop¬ 
ment Fund, its efforts to intensify pub¬ 
licity in the USA for its non-tradi- 
tional products like carpet backing 
and decorative fabrics had been 


severely handicapped. 

Referring to raw jute, Mr Mehta 
expressed satisfaction at the fact that 
as in the past, the industry was able 
to maintain the fibre price at Rs 42 
per maund, basis Assam Bottoms. 
Mr Mishra pointed out that during 
the current season, the prices of raw 
jute in the mofussil markets dipped 
below the support level during the peak 
marketing period but he admitted 
that this was due largely to the floods 
and disruption in rail movement. 
Both Mr Mishra and Mr Mehta 
agreed on the need to provide the 
grower with a remunerative price. 
The Minister said that the government 
was considering fixing the minimum 
price of raw jute statutorily and streng¬ 
thening the Jute Coiporation. But 
these measures themselves would not 
benefit the cultivators unless they were 
atso assured of the regular supply of 


inputs and conditions are created for 
profitable working of the industry. 

Now that Wes(,Bengal has a popular 
ministry and the centre is also keen to 
revive the state’s economy, the jute 
industry should be able to look forward 
to better times. Mr Siddhartha 
Shankar Ray should impress on the 
centre, especially on the ministries of 
Finance and Foreign Trade, to deal 
with the jute industry with more re¬ 
alism and seriousness. At the same 
time the stale government should do 
its best to help the industry parti¬ 
cularly in such matters as supply of 
power and maintenance of discipline 
by labour. The IJMA also would do 
well to use the good offices of the state 
government in tackling some of its 
major problems. New Delhi perhaps 
may be in a better mood to listen 
to the voice of the jute iadu stry when 
it is backed by the state gevernment. 


Our new 
trade partner 

The Inoo-Bamgjladesh trade agreement 
has been hailed in Parliament and out¬ 
side as a sensible and realistic 
document. Mr L. N. Mishra, the 
Minister for Foreign Trade, has des¬ 
cribed the treaty as “historic” and as 
“a manifestation of our common will 
to discover and utilise the complemen- 
taries which exist between our two eco¬ 
nomies”. To what extent the treaty wilt 
help to promote the welfare of the 
people in both countries, to whom it 
has been dedicated, will depend on how 
effectively it is implemented. 

In West Bengal particularly, hopes 
have been raised that the treaty will 
substantially contribute to more em¬ 
ployment. more supplies and lower 
prices of many essential commodities 
a nd will also give a stimulus to the rapid 
development of its agriculture and in¬ 
dustry. To the people of Bangladesh 
the treaty is expected to augment the 
supplies of commodities which are re¬ 
quired for the reconstruction of the 
economy and to create more jobs and 
better living standards. If these hopes 
are to be fulfilled, Delhi and Dacca 
should sec to it that the terms of the 
treaty are oarried out without an ex¬ 
cessive emphasis on ideology. 

The revival of the border trade is ex- 
peoted to provide immediate and subs¬ 
tantial benefit to the people in both 
countries. The agreement provides that 
the facilities of border trade will bo 


available only to persons living in areas 
other than municipal areas within six¬ 
teen kilometres of the land customs 
frontiers and holding special permits. 
Those who hold such permits can carry 
across the border in each sector only 
the goods and quantities specified in 
the agreement and they may cross the 
border only once a day in each direc¬ 
tion on any two specified days of a 
week only through the authorised 
routes. The movement of suoh goods 
will be free from customs duty and other 
formalities. Each person can carry in 
cash a sum not exceeding Rs 100 when 
crossing the border. 

The quantities of goods to be per¬ 
mitted in this free trade are not the same 
across the entire border. The goods 
generally include such items as vege¬ 
tables, ohillies, fruits, milk products, 
firewood, fish, eggs, etc. These pro¬ 
visions in the agreement will help 
to provide employment to large 
numbers of people. But how far will 
they prevent smuggling? The border 
between India and Bangladesh runs 
into 1350 miles and some of the areas 
in the states of West Bengal, Assam, 
Tripura, Meghalaya and Mizoram are 
heavily populated. It remains to be 
seen to what extent the authorities on 
either side will be able to maintain eter¬ 
nal and effective vigilance and prevent 
unauthorised trading. 

The agreement provides for a Rs 50- 
orore two-way trade in goods which 
are of special interest to the two count¬ 
ries. This trade is to be conducted on 
a balanced basis. The main goods to 
be bought by India are fish (Rs 9 crores). 
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raw jute (Ra %. 5 orores), newsprint (Rs 
3 orores) and iAtrnace oil and naphtha 
(Rsl.5croxe6. The exports from India 
will consist eiiefly of tobacco (Rs 10 
orores). cement (Rs 4.5 orores), coal 
(Rs 4 ororosf), cotton yarn (Rs 1.5 
orores) and machinery, and spare parts 
for jute industry (Rs 50 lakhs). Trans* 
actions in this category will be made in 
rupees, similar to the arrangements in 
force with the countries of east Europe 
with the exception that the settlement 
of the balanoe, if any, will be in pounds. 
The agreement also provides for 
trade under free foreign exchange 
of goods not specifically mentioned. 

Indian industries should be able to 
maintain their production at a high 
level if supplies to Bangladesh are to be 
assured without creating shortages at 
home and without affecting our exports 
to the other countries. In West Bengal 
particularly efforts must be made to 
enable industries to make better use 
of their capacity. The coal industry 
continues to be severely handicapped by 
the shortage of wagons. Production of 
ooal in the oountry deolined from 80 
million tonnes in 1969-70 to 75.99 mil¬ 
lion tonnes in 1970-71 and 72.16 mil¬ 
lion tonnes in 1971-72 (estimated). In 
the Bengal and Bihar coal-fields, the 
output deolined from 55.67 million 
tonnes to 52.21 million tonnes and 
47.13 million tonnes, (estimated) res¬ 
pectively, in the last three years. This 
fall in production was caused almost 
wholly by the ohronio shortage of wa¬ 
gons. This problem therefore needs 
prompt attention if we are to produce 
enough coal for our industries, for 
Bangladesh, and for other export. 

The flow of fish from Bangladesh is 
expected to augment supplies and bring 
down prioes in West Bengal. In the 
past, West Bengal used to import from 
East Pakistan about 6000 maunds of 
fish daily, estimated to cost over Rs 
21 orores per year. It is not known to 
what extent Bangladesh will be able to 
meet the fish requirements of West 
Bangui. But it is important to ensure 
that because of the availability of fish 
from Bangladesh, West Bengal does 
not slacken its efforts to develop its 
own fish industry. Production of fish 
in West Bengal is estimated to have 
declined from 241,000 tonnes in 1969 
to 235,000 tonnes in 1970 though the 
expenditure on the fishery schemes was 
much higher in the latter year. 

Similarly, the prospects of supplies 
of raw jute from across the berder 
should not create oomplaoenqy in West 
Bengal anO other jute-growing areas. 
In West Bengal the production of raw 


jute has widely fluctuated in the recent 
years. It was 2.4 million bales in 
1970-71 compared to 3.0 million bales 
in 1969-70, 1.1 million bales in 1968- 
69 and 2.5 million bales in 1966-67. 
West Bengal should intensify its efforts 
to produce more jute—-and better jute. 
Though Bangladesh may be able to 
supply our requirements, she has also 
to export her jute to many countries of 
the world to augment her earnings of 
foreign exchange. 

The trade agreement seems to rely 
too much on the state agencies for its 
implementation. So far as India is 
concerned, will the STC or any other 
official organisation that may be speci¬ 
ally set up, be able to implement the 
agreement efficiently? The STC in the 
past has not been able to handle satis¬ 
factorily its responsibilities especially in 
regard to the procurement of raw ma¬ 
terials whose imports have been cana¬ 
lised. Mere appointment of more staff 
to the STC or other offioial agencies will 
not be of muoh help so long as the 
procedures for state trading continue 
to be dilatory and complicated. In 
Bangladesh also, one wonders to what 
extent the state machinery has the nece¬ 
ssary experience and expertise for the 
efficient handling of trade not only with 
India but with many other countries 
with whioh Dacca will conclude agree¬ 
ments in the near future. 

Mr L.N. Mishra has said that if 
Dacca wishes to encourage the private 
trade in certain fields, the government 
of India will respect its wishes. But it 
appears unlikely that Dacca will allow 
the private trade any significant role 
in view of Sheikh Mqjibur Rahman’s 
anxiety to build upasociab’st imago of 
his country. Dacca seems to look up to 
Delhi for inspiration (and perhaps inst¬ 
ruction as well) in policy matters. It 
looks therefore that state agencies will 
continue to dominate Indo-Bangladesh 
trade. 


An unfortunate consequence of this 
excessive relianoe on state trading will 
be to blunt private initiative in India in 
promoting trade and economio co¬ 
operation with Bangladesh. Take the 
jute industry, for example. Although it 
is more than four months now since 
Bangladesh was born, no dialogue 
seems to have taken place between the 
jute industries of the two countries to 
explore the scope for joint action. It 
is true that the jute industry of Bangla¬ 
desh has yet to recover itself fully from 
the effects of the war. But what seems 
surprising is that not even a beginning 
has been made in this direction. Mr 
S.L. Mehta’s presidential address at 
the annual meeting of the Indian Jute 
Mills Association held on March 
30, gave no indication whatsoever as 
to whether there was any proposal for 
the jute industries of both the countries 
to initiate talks for a common policy in 
certain matters. Perhaps the Indian 
jute industry does not want to take any 
initiative in this regard unless Udyog 
Bhavan gives the green signal. Mean¬ 
while, synthetics continue to make rapid 
headway in the USA and elsewhere, 
posing a threat to the jute industry both 
in India and Bangladesh. 

The governments of India and 
Bangladesh have also agreed to make 
mutually beneficial arrangements for 
the use of their waterways, railways and 
roadways to facilitate movement of 
goods. Further, Nepal has been given 
access to Bangladesh via Radhikapur. 
There is thus considerable scope for 
India and Bangladesh to oo-operate with 
eaoh other in many fields. How far 
they will succeed in their efforts will 
depend mainly on to what extent 
Delhi is able to impart buoyancy to 
the economy and how soon Dacca is 
able to strengthen its machinery of 
government, re-build the infrastruc¬ 
ture, and stimulate the growth of its 
economy. 


£ditetn £conombt 25 Ljtau -Qj* 

APRIL 18, 1947 


In view of the unexpected controversy over 
the Coinage Amendment Bill, ihe following 
details regardirg the suitability of nickel for 
coinage purposes will be found interesting. 
The use of nickel has been traced by the 
Mond Nickel Co, Ltd, (who brought out a 
sumptuous volume on this subject in 1936), to 
Circa 235 B.C. — the first recorded use being 
in the reign of the Bactian King Eutbydemus 
II, The metal used was, however, only an 
alloy, the nickel content of which was only 
20%. The first recorded use of pure nickel for 
coinage (this incidentally is the metal which 


was mentioned in the statement of Objects 
and Reasons of the Indian Bill) was in 1881, 
when Switzerland experimented with the 
metal and found the results so satisfactory 
that the coin (of the same si/e and quality) 
was continued uninterruptedly. Wc have of 
course the English example also to guide us, 
as usual. But from a narrowly technical point 
of view the suitability of nickel has been 
established beyond dispute and this is the 
only consideration which is relevant. It is 
tile only common metal which is magnetic 
and the fears about counterfeiting arc baseless. 
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The UNRS installations for continuous casting of steel offered bv the Soviet foreign trade organisation 
TY AZHPROMEXPORT:— 

—ensure quality casting of billets, 

—display high performance and service properties, 
have dependable units and assemblies, 

- are highly mechanized and automated. 

TYAZHPROMEXPORT delivers a number of UNRS makes and types, such as: 
vertical-type, 

-vertical-type, with billets bent into a horizontal position, 

—radial-type, 

- -conveyer-typc. 

The installations for continuous casting of steel offered by TYAZHPROMEXPORT eliminate seven of 
the working cycle operations. Operating costs are reduced, metal waste is 4 to 15 per cent lower. 

Furthermore, the process of continuous casting also offers other notable advantages:— 

—fast metal setting in the crystallizer and repeat cooling area makes a billet of continuous casting acquire a 
better fine-grain structure, non-ferrous inclusions are fewer and more evenly spread, as compared to a common 
billet, 

—a billet of continuous casting has better mechanical properties enabling reduce the extent of further thermal 
strain, 

—the continuous casting technology makes production flexible since the installations can be quickly prepared 
for the next cast, 

- -continuous casting installations enable mechanization and automation of the steel casting line to be arranged 
on a large scale. 

The plants are good for casting steel of various grades or conditions, such as rimming or killed carbon 
steel, electrical, low-alloy, or high-alloy steel. Billets of various cross-sections are obtained for lamination or 
section rolling. 

High performance properties and top quality of product -this is what continuous casting means for you. 
Please address enquiries on design, manufacture and operation of continuous casting installations to: 

V/O Tyazhpromexport, Cables: TYAZHPROMEXPORT MOSCOW 

18/1. Ovtchinnikovskaya Nab., Tel.: 220-16-10, 220-15-89 

Moscow Zh-324 Telex: 531 

M TYAZHPROMEXPORT 



Chavaq u 3fld roans otview 

rffiS“Wanchoo report 


Sagittarius 


THE RECOMMENDATIONS of tfao Wanohoo 
Committee report on. Direct Taxes, 
particularly those relating to taxation 
of oorporate incomes, have not reoeived 
the desired publicity or been critically 
examined. This is perhaps due, to the 
faot that the full report has not been 
generally available or the reaction of 
operators and investors in the stock 
markets has not been unfavourable. 
It is wrong to arrive at definite conclu¬ 
sions about the usefulness or otherwise 
of the recommendations of the Wanchoo 
Committee after talcing into account 
the rather inexplainable favourable 
reaction to the central budget proposals 
recently announced by the union Fi¬ 
nance Minister, Mr Y.B. Chavan. 
The oheeriUl trend noticeable in stock 
markets in the past fortnight is due more 
to a feeling of relief over the absence of 
higher taxation on personal incomes and 
on corporate incomes generally. 

It had been expected without any 
valid reasons that there would be a very 
big gap in the central budget in the re¬ 
vised estimates for the current year 
and the overall deficit for 1972*73 also 
would be suoh as to compel fresh 
taxation of at least Rs 250 crores. On 
account of the massive effort made in 
the past ten months to mobilise re¬ 
sources through fresh taxation and 
borrowing on an unprecedented scale, 
the defioit in respect of the revenue and 
capital aooounts has been only Rs 
385 orores and the actual defioit may 
be much less than this figure. 

irresistible temptation 

Mr Chavan could not have therefore 
thought of fresh punitive taxation 
though he could not resist the tempta¬ 
tion of raising additional revenues 
through higher direct and indirect 
taxes of Rs 191 orores in a full year. 
When making this effort he has taken 
the opportunity to give effeot to some 
rec ommenda tions which are advantage¬ 
ous from the point of view of the Ex¬ 
chequer. Even last year there was a 
whittling down of the concession given 
to industrial units in the priority sec¬ 
tor. The deduction out of assessable 


profits lor payment of tax was reduced 
from 8per cent to 5 percent. Some in¬ 
dustries like petrochemical and alumi¬ 
nium were exoluded also from the prio¬ 
rity list while some others were not eli¬ 
gible for a higher development rebate. 
In the latest budget the distinction bet¬ 
ween industries in the priority list and 
outside has been completely abolished 
and publio limited companies whose 
shares are listed in the stock exchanges 
will have to pay a uniform rate of 55 
per cent by way of taxation. The sur¬ 
charge has also been increased to 5 per 
cent from 21 per cent. 

The changes in corporate taxation 
and the new levies relating to casual in¬ 
comes from lotteries, winnings from 
races or other modes are in pursuanoe 
of the reoommendations of the Commi¬ 
ttee on Direct Taxes but it has been 
overlooked that the burden of taxation 
on oorporate incomes has been raised 
to the rather exproprietory level of 
57.75 per cent inclusive of the surcharge 
and with the prospect of discontinuance 
of tire development rebate the net bur¬ 
den will increase even more acutely 
after May 1974. Also it is not known 
in what manner the Finance Minister 
will decide to implement the remaining 
recommendations. 

helpful proposals 

Some proposals, if given effect to, 
will no doubt be helpf 1 in mitigating 
the tax burden. But tire whole philoso¬ 
phy of corporate taxation and owner¬ 
ship is undergoing a significant change 
and the government in its anxiety to 
proteot its revenues has not been quite 
alive to the inflationary impact of 
high oorporate taxation and also its 
disincentive effect on the promotion of 
savings and investment in the industrial 
sector. The :omntittee has recommen¬ 
ded the abolition of all distinction bet¬ 
ween’ publicly owned, olosely held and 
private limited oompanics and re- 
oommended a uniform tax rate of 55 
per oent. 

It has also suggested exemption of 
that portion of profits distributed as 


dividend up to 8 per cant in the case of 
small oompanies and a lower rale of tax 
on the dividend amount up to 8 per cent. 
There is also to be contribution to a 
Reconstruction and Stabilisation Re¬ 
serve Fund the objectives of whioh seems 
to be only to create a pool of resources 
whioh are not immediately required by 
the contributors concerned to no great 
advantage. The proposal to abolish 
surtax will surely be welcomed if the 
government decides to do so. But 
one wonders what will happen if Mr 
Chavan eventually decided to impose a 
levy on the capital of industrial units 
in the crude and rigorous form re¬ 
commended by the committee. 

proper course 

While it can be expected that the 
surohrage of five per cent will be abo¬ 
lished after some time it is too much to 
expect that the government will be 
agreeable to a uniform rate of taxation 
of 55 per cent for all companies. The 
proper course should have been to fix 
a rate of 50 per oent for companies 
whose shares are listed in the stook 
exchanges and of 55 per cent for other 
companies. The concessional rate of 
30 per cent on distributed profits up to 
8 per oent of disposable profits will be 
really an incentive if the government 
want- faster development of industries. 
But there is no justification for ex¬ 
cluding capital created out of the issue 
of bonus shares for computing the divi¬ 
dend amount eligible for concessional 
tax treatment. 

The committee perhaps felt that the 
compulsion to distribute profits and 
raise capital later by issuing right equity 
shares will prevent tax avoidance now 
taking place by shareholders in the 
upper income brackets through the 
capitalisation of reserves. Since this 
will create needless difficulties it may be 
decided to include also bonus shares 
for computing the dividend amount 
and .llow it to be taxed on a conces¬ 
sional basis. 

There is, however, no justification 
at all for thinking in terms of a regular 
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levy on capital simply because there 
may be a decision in regard to the i boli- 
tion of surtax. The latter lax is penalis¬ 
ing efficiency and encouraging an un¬ 
necessary increase in working expenses 
because of higher profitability and fear 
of heavy incidence of taxation. There 
is perhaps objection to progression in 
corporate taxation but it would be far 
less inequilous to have one or two slab 
rates for taxing incomes which are in 
excess of 25 per cent of capital em¬ 
ployed than a levy on capital whi;h 
lias been attempted in a different 
form and given up because of its anoma¬ 
lous incidence. The latest proposal 
is truly frieghtening because a levy of 
one p£r cent has been proposed on 
owned and borrowed funds, long-term 
and short-term. 

The incidence of this lcvey will vary 
between old and new units in the 
same industry and between different 
industries. Also the incidence will be 
more keenly felt on earnings of indus¬ 
trial units which arise out of controlled 
prices and distribution. The committee 


has observed that this levy has been 
proposed with a view to discouraging 
flabby development of industries and 
bring about a more judiou us use of 
scarce capital resources. While there 
has certainly been excessive capitalisa¬ 
tion in some directions because of the 
availability of development rebate and 
a bloating of working capital require¬ 
ments due to the maintenance of high 
inventories, it can not be suggested by 
any stretch of imagination that it will 
be possible to effect a reduction in 
aggregate capital requirements by more 
than 10 per cent. 

It has been conveniently overlooked 
that there can be an increase in the total 
of capital employed due to the higher 
cost of new machinery and rising prices 
for raw materials and components. It 
has also not been recognised that, 
notwithstanding the exemption of en¬ 
tirely new industrial undertakings from 
this levy for a period of 5 years, there 
will be needless disability arising out of 
differences in capitalisation simply be¬ 
cause different units were promoted at 


roans BFlkw 

different points of time. Above all the 
tax will bear heavily on industries whioh 
are highly capital-intensive in charac¬ 
ter and also on those whioh have to 
maintain a fairly large stock of raw 
materials and components. The seasonal 
industries also will be needlessly pena¬ 
lised. 

Even if the suggestions made by Mr 
M-P. Chitalc for reduoing the rate of 
levy and excluding short-term credit in 
order to ensure that there is no net 
increase in the aggregate tax burden 
were implemented, the levy on capital 
will still be objeotionable. There is no 
need to be unduly worried about the 
introduction of novel schemes. ( The 
ideal course would be to fix slightly 
different rates of tax for industrial units 
whose shares are listed in the stock ex¬ 
changes and others whioh are closely 
held. 

The incentive to distribute profits 
may be offered while the development 
rebate should be reintroduced in a diffe¬ 
rent form. It may be made available 
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The lowest ewer 
fares to New\brk- 
on Fan Amfe 



Delhi - New York - Delhi Rs. 4004 (8 550) 
Bombay — New York — Bombay Rs. 4004 ($ 550) 
(via Delhi both ways) 

Calcutta — New York — Calcutta Rs. 4732 ($ 650) 
• (via Delhi both ways) 

Excursion Economy 14/120 days fare. 


Call your Pan Am Travel Agent or call us. 

• New Delhi: Chandralok, 36. Janpath, Tel: 43371 

• Bombay: Taj Mahal Hotel. Tel: 235448.2SS454 

• Calcutta: 42, Chowrtnfhee Road, Tel: 44-3231 

• Madras: 8/9, Thambu Chctiy Street, Tel: 29301,23242 

• Kathmandu: Hotel Soaltee-Oberoi, Tel: 11211 

• Colombo(Ceylon): Kollupitiya, Tel: 78271 



Pan Am. 




Pan Am, first with daily747service round the world. - 
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WAS AN YEAR OF 


OUTSTANDING 



PERFORMANCE 


SYNDICATE BANK 


* Carried the message of banking to the far off islands in the Arabian sea—Laccadive 
group of islands. 

* Increased the number of branches to 192 in rural centres, 239 in Semi-Urban and 
Urban centres and 76 in Metropolitan centres raising the total number of branches 
to 507 in 9 States and 5 Union Territories in the Country. 

* Increased the total deposits to over Rs. 218 crorcs—adding over Rs. 50 crores— 
an increase of over 30%, as additional deposits mobilised during the year. 

* Lent an amount of Rs. 64.64 crores to the priority sectors which account for nearly 
40% of the total credit. 

* Increased the numbor of deposit accounts from 18,44,134 to 22,19,300 and the ad* 
vances accounts from 3,71,555 to 4,59,379 during the year. 

* Raised the total financial assistance to various productive enterprises by 24% dur¬ 
ing the year—total disbursement crossing over Rs. 152 crores during the year. 



SYNDICATE BANK 


Head Office : 

MANIPAL (Mysore State) 


K.K. PAI 

Custodian 
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on a more selective basis. But there is 
no justification for the funny accusation 
that industrial units have been avoiding 
taxes by continuing to incur capital ex¬ 
penditure and taking advantage of the 
development rebate. It is overlooked 
that industrial units oan expand only 
when it is profitable and there will be 
no desire to create new oapacity if fresh 
investments is not worthwhile, even 
with the availablity of development 
rebate, as is now happening in the ce¬ 
ment and paper industries. 

Unless the system of corporate taxa¬ 


tion is intelligently conceived and 
investment in industrial sector is rea¬ 
sonably attractive the desired progress 
cannot be made. Even if the proposals 
of the Wanchoo Committee are im¬ 
plemented on a package basis, there is 
bound to be an increase in the aggregate 
burden by more than 15 per cent and 
much more when the development re¬ 
bate is discontinued. If it is the inten¬ 
tion to discourage an undue build-up 
of reserves there oan be a lower tax on 
distributed profits even up to 50 per 
cent of disposable incomes while there 


fOHffS Of WIWI 

should be a good variant of the develop¬ 
ment rebate as in Britain and the ad¬ 
vantage may become available to selec¬ 
ted industries and to industries in selec¬ 
ted places in a way without obliging the 
corporate assessees concerned to wait 
for ihe emergence of taxable profits 
as is now the oase. It is only to be 
hoped that a pragmatic approach will 
be adopted when the Income Tax 
Amendment Bill is introduced in Par¬ 
liament later in the year and a new in¬ 
centive also is devised to replace the 
development rebate. 


Productivity for 

progress 


The concept of productivity has been 
popularised by the National Producti¬ 
vity Council (NPC) of India for nearly 
14 years though it is hard to draw out 
a balance sheet of its achievements as 
well as failures- By and large, its 
activities have been centred in industry 
which provides sufficient evidence of 
advancement in this regard. Improved 
productivity is not the result of harder 
work by the working force alone. It 
is also a function of the optimum uti¬ 
lisation of capital and of the facilities 
available through science and techno¬ 
logy. It is in this context that the two- 
day national seminar on productivity 
organised by the NPC in the capital 
in the last week of March this year 
assumed importance. It provided an 
opportunity to the NPC to confer 
with leaders of the trade unions as 
well as business and industry so as to 
sort out the problems which have so 
far hampered the attainment of in¬ 
creased productivity in some sectors 
of the economy. 

Mr Moinul Haque Chowdhury, the 
union Minister of Industrial Develop¬ 
ment who inaugurated the seminar, laid 
emphasis on the intensification of the 
productivity drive both at the macro 
and micro levels so as to utilise the 
available resources in the most 
profitable manner. Said the Minister: 
"He have to harness for our na¬ 
tional growth the tremendous pro¬ 


gress made the world over in the 
fields of science and technology. 
Technogical progress is perhaps the 
most decisive stimulator in increasing 
productivity and. in turn, determining 
the rate of capital formation and econo¬ 
mic progress. Development of indepen¬ 
dent technology from the very scratch 
in different sectors of the national eco¬ 
nomy is difficult and expensive'’. This 
is inedeed a sensible approach to the 
problem of productivity and a number 
of papers presented and the conti ibu- 
tions made by participants in the semi¬ 
nar endorsed this thesis of the union 
Minister of Industrial Development. 

discordant note 

Mr H.V. Narayana Mur thy. Presi¬ 
dent Salem Productivity Council, how¬ 
ever, struck a discordant note when, he 
put forward the view that auotmttion 
should be resorted to rather slowly in 
this country. In his view until the 
population got stabilised and unemploy¬ 
ment was substantially reduced, labour 
saving devioes had little relevance in this 
country. He suggested that increase in 
the productivity of manual labout by 
utilisation of better organisation and 
the use of indigenous implements should 
be the aim. It may be stated here thai 
the whole question of automation and 
the use of computers and other facili¬ 
ties in big organisations both in the 
public and the private sector is current¬ 


ly being examined by a committee which 
has still to submit its report to the go¬ 
vernment even though it was appointed 
more than a year ago. 

It is, however, undeniable that it is 
this basic conflict which has hampered 
the use of equipment foi promoting in¬ 
creased productivity in many of our 
organisations. It is necessary that the 
government should give the country a 
very olear and unambiguous directive 
in this regard as the above-mentioned 
committee cannot be expected to pro¬ 
duce a unanimous report in view of the 
variety of points of view represented 
on it. 

The President, Mr V. V. Giri, and the 
Prime Minister, Mrs Indira Gandhi, 
have recently urged the workers as well 
as the industrialists to put a moratorium 
on strikes and lock-outs. It is expected 
that both the workers and the manage¬ 
ment will respond to the call of the 
leaders. But for a long time the workers 
have been demanding that they would 
like to have a good share of the pro¬ 
ductivity gains made by them. The 
share of labour in increased productivity 
needs to be defined in a clear-out man¬ 
ner and ways and means need to be 
determined whereby it would be easy to 
allocate tbe fruits of increasing produc¬ 
tivity due to the hard work put in by 
labour. The NPC has circulated • 
the draft of “Guidelines and Illustrative 
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Models on sharing the Gains of Pro¬ 
ductivity” which shows that despite 
various efforts made by the industry, 
the government and the NPC, it has 
not been possible to evolve an overall 
formula for sharing the gains of pro¬ 
ductivity. • 

Even if such a formula were evolved, 
“it would be difficult to make such a 
formula universally applicable in prac¬ 
tical work situations.” The nine points 
listed in the “Draft Guidelines” are 
however rather vague and urge sharing 
in gains of productivity through a 
national approach whioh is “flexible, 
equitable and simple to understand”. 
Having failed to arrive at a workable 
formula, the NPC has thought it ad¬ 
visable to take shelter behind such gene¬ 
ralised statements as “sharing the gains 
of productivity should be regarded a 
philosophy of industrial relations rather 
than a statistical technique of distribut¬ 
ing the gain.” 

It is now clear that this is a question 
whioh will need to be settled by labour 
and industry through mutual negotiation 
in a spirit of give and take. While the 
major contestants in this tussle are the 
workers and the managements, any 
agreement between the two should 
ensure that the interests of the con¬ 
sumer as well as the society are not 
ignored. 

research suffers 

The organisations whioh have not 
been working well, are all under great 
pressure for increased wages and fringe 
benefits whioh might result in reducing 
the expenditure on research and de¬ 
velopment, marketing and other esen- 
tial functions needed for increased 
growth. In this connection, it is worth¬ 
while quoting the opinion of Mr S.M. 
Patil, Chairman and Managing Director 
of Hindustan Machine Tools Ltd — 
a public sector undertaking. Mr Patil 
said in his paper entitled 'New Direc¬ 
tions and Dimensions for Productivity 
Movement’ that “organisations which 
arc not making sufficient profits are 
under intense pressure to cut expendi¬ 
ture on research and development, 
marketing and other essential functions 
without which the continued viability 
of the organisations would be impossi¬ 
ble. 

On the other hand, organisations 


making good profits are also under 
heavy pressure to part with more and 
more of such surpluses on the plea 
that extra profits were earned by the 
efforts of workmen. In the ultimate 
analysis, suoh pressures would retard 
or stall eoonomio growth and promote 
inflationary trends. Reinvestment of 
surpluses is vital for economic growth. 
It is because of this factor that Mr Patil 
put forward the view that “the cry for 
larger and larger compensations to in¬ 
dustrial workers would not be in keeping 
with the socio-economic ideals of the 
Government.’’ 

multiplicity of unions 

One of the elements which has ham¬ 
pered harmonious relationship between 
the managements and the worker? is the 
multiplicity of unions in almost every 
establishment. Mr K.K. Birla opined 
that in a majority of industrial under¬ 
takings in our country, the principle of 
“one unit, one union’’ is yet to be given 
a fair trial. The central difficulty is that 
the trade unions do not act in a manner 
as would bring benefits to the working 
force. Many a time the decisions are 
taken not on merit but with a political 
objecitve. Therefore, Mr Birla conclu¬ 
ded that unless it was realised both by 
the management and the workers that 
their interests were identical, there was 
no hops of success of (he productivity 
movement in this country. ’While the 
trade unions in this country have been 
very active in organised clamour for in¬ 
creased wages, additional amenities 
etc. on behalf of the working force 
they have done little in educating the 
workeis in regard to their responsi¬ 
bilities. 

Powerful arguments were put forward 
by MrK.K. Birla to rebut the statement 
in the working paper II circulated by 
the NPC that “plant capacities are not 
fully utilised with a view to restricting 
output for securing higher prices and 
profit margins’’. Mr Birla emphasised 
that under-utilisation of capacity had 
resulted in the case of many industries 
because of political idiosyncrasies 
whioh place artificial restraint on di¬ 
versification and increased output. He 
went on to dilate upon the restrictions 
put on certain business houses whioh 
hindered in the attainment of economies 
of scale which in turn meant negation 
of the whole productivity movement 
in this country. While it is well-known 



that production in many industries has 
lagged behind because of the paucity of 
raw materials, bottlenecks in infrastruc¬ 
ture facilities, labour troubles on trivial 
matters, shortage of working capital, 
difficulties in obtaining balanc ing 
equipment, spare parts etc, it would be 
unjust to blame the industry for under¬ 
utilisation of capacity. Unless the go¬ 
vernment takes a sympathetic and help¬ 
ful attitude, it would not be possible for 
the units to fully utilise their capacities 
so as to enhance their production as 
well as productivity. 

As stated earlier, the ooncept of oro- 
ductivity in our country has by and 
large rema ined restricted to industry and 
it was indeed refreshing to find Mr R. 
Niazmand, Managing Director, Indust¬ 
rial Development and Renovation Or¬ 
ganisation of Iran draw the attention 
of the participants to the diet and food 
habits of workers which have a direct 
bearing on productivity. ’ He cited the 
example of certain villages in Iran where 
laziness and laok of energy had charac¬ 
terised the population. The investigators 
found that their intake of iodine through 
water and food was next to nothing with 
the result that many of them were 
afllicted with goiter. The addition of 
iodine to the spring waters feeding 
these villages showed a marked degrees 
of reduction in absentees to work and 
school and increased proficiency in 
learning among children. Thus he em¬ 
phasised that it was necessary that the 
productivity science endavoured to 
diligently examine food habits vs. 
productivity. 

vast differences 

In our country vast differenojs in 
productivity have been witnessed in 
the same kind of industrial units situa¬ 
ted in different regions. Statistical 
analysis has shown that inter-regional 
differences emerged partly due to vague 
differences and partly becuasc of the 
intensity of capital utilised and the 
strength of trade unions. The trade 
union movement in our country has 
assumed certain unhealthy trends which, 
if unchecked, could act as a blow to the 
productivity movement. If seminars of 
the type held in the capital help in 
putting the relationship between capi¬ 
tal and labour on a healthy footing, 
they serve a useful purpose. But there 
are indications that such symposia re¬ 
main as forums for letting off steam and 
no more. 
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R. V. Murthy 


POUTS OF MEW 

of riches 


IT is perhaps characteristic of all dove* 
loping economies, particularly primary 
producers such as India, that they mem 
to face problems both when a given 
agricultural crop turns out to be good 
and also when it is bad. Presently the 
plentiful harvests of wheat and cotton 
are posing difficulties to the powers- 
that-be in India. As the economic law 
of supplv and demand is inexorable, 
price of any commodity reacts to 
changes in volume of supply and 
demand in respect of that commodity. 
Quite often, a well-intended official 
intervention to prevent a fall in prices, 
whether by way of supporting the 
market by open market purchases or 
by way of credit relaxations, misfires 
because the action taken is invariably 
too inadequate or too late. 

incomplete decision 

Take, for example, the latest decision 
of the government of India informing 
the cotton mill industry and trade that, 
with immediate effect, the stock limits 
of Indian cotton allowed to be held by 
the mills, including the special limits 
allowed to exporting mills, have been 
increased by one month's average 
consumption. This decision is not 
only inadequate but incomplete. The 
press note dated March_23, 1972 issued 
by the Textile Commissioner, Bombay, 
for instance, made no reference to the 
relaxation of credit controls. It was 
only after the Millowners’ Association, 
Bombay, (MOA) and the Indian Cotton 
Mills’ Federation (ICMF) made repre¬ 
sentations to the government that 
4 ‘the regulations both as regards stocks 
as well as bank credit in respect of 
cotton (which had been imposed to 
deal with the situation arising out of 
acute shortage) needed to be changed 
(in view of the comfortable supply 
position) so as to enable furthor pur¬ 
chases of cotton and thereby stabilise 
the cotton prices” apparently that the 
authorities seemed to wake up. 

Itrequ : red Mr Babubai Chinai to 
raise s call attention debate in the 
Rajya Sabha on <4 the steep crash in 
ootton prices in various markets owing 
to lack of credit” for Mr A.C. George, 


Deputy Minister for Foreign Trade, 
just to state that, to follow up the 
Textile Commissioner’s notification, 
the government was examining (not 
decided, be it noted) the liberalisation 
of credit restrictions. (He also disclosed 
that the Textile Commissioner was due 
to meet the Reserve Bank officials on 
Friday, March 24,1972. What transpired 
at this meeting is still not known, but, in 
view of the comfortable money condi¬ 
tions, the Reserve Bank could not have 
been averse to the suggestion. How¬ 
ever, on an urgent issue such as this 
(vide Mr Chinai’s warning to the 
government that “if action was not 
taken to stem the fall in prices, a very 
serious situation would arise”), it is 
not clear why the only admittedly 
effective decision, viz. to relax the mar¬ 
gin against cotton stocks, should be 
delayed any further. On a matter such 
as this, the authorities would do well 
to take the concerned interests into 
confidence and act immediately. 

restoriog confidence 

After all, the problem is not such as 
to warrant so much hush-hush deli¬ 
berations and the consequent avoid¬ 
able delay. What is needed immedia¬ 
tely is to impart stability to cotton 
prices to restore confidence among 
cotton growers in the country, if only 
because, at this stage, the country can¬ 
not simply afford to allow any setback 
to the steady, albeit slow, increase in 
raw cotton output that has been taking 
place or to slacken the attempt at 
raising the cotton production potential 
already planned. (The cotton production 
potential in Maharashtra alone is ex¬ 
pected to be stepped up from 10 lakh 
bales in the cilrrent year to 16.50 lakh 
bales by the end of 1972-73, according 
to the budget speech of Mr M.D. 
Chaudhuri, Finance Minister of the 
state). 

Several remedial measures have been 
suggested, both in Parliament and by 
spokesmen of the cotton mill industry. 
Included among these are the sugges¬ 
tions made in the Rajya Sabha—Mr 
Chinai’s suggestion that the Cotton 
Corporation should maintain its buffer 


stocks. Dr Mathew Kurien’s sugges¬ 
tion for setting up a permanent machi¬ 
nery to assess the production of cotton 
from time to time and take measures 
to boost production, Mr Sardesai’s 
proposal for a icmunerativ e fair price 
and monopoly purchase, and another 
proposal (by several member;) fora 
minimum reasonable pries for cotton. 
Of course Mr George dealt with some 
of these suggestions and, what he said is 
of considerable interest, particularly in 
the context of the decision of the 
government of Maharashtra to resort 
to monopoly procurement of cotton 
as from April 1, 1972. 

While the union deputy Minister for 
Foreign Trade informed the Rajya 
Sabha that the government ‘was 
examining the question of monopoly 
purchase of cotton by the Cotton 
Corporation, he also made a pointed 
reference to the huge investment in¬ 
volved and the need, therefore, to 
take a policy decision, that is, pre¬ 
sumably to go slow. He asked the 
members to estimate what the invest¬ 
ment would bo if a mere 40,000 bales 
involved an investment of five crores 
of rupees. (The latest estimate of 
the total Indian cotton crop is 60 lairh 
bales which would entail an outlay of 
Rs 750 crores!). 

brave words 

Perhaps some of the brave ones may 
say: “What of that? Has not Maha¬ 
rashtra given the lead?” Those res¬ 
ponsible for handling the finances of 
the country, however, may have a 
different view, to judge from the timo 
being taken by the Reserve Bank even 
to relax the margin restrictions on 
cotton purchases. As regards a remu¬ 
nerative price or a minimum reason¬ 
able price for cotton, Mi George was 
even more non-committal. He merely 
said that the government would take a 
decision on this question when the re¬ 
port of the Agricutural Prices Commis¬ 
sion was received. To say that this is 
only to gain time is not exactly to be 
cynical, because, as past experience has 
shown, the government decision is not 
based so much on the recommendations 
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of the APC as of the chief ministers of 
the concerned states. 

Be that as it may, let us take stock 
of the present position. The textile 
mills, and or for that matter, the cotton 
trade, are not averse to purchasing 
more cotton. Tn fact, they have at* 
ready purchased cotton to the fullest 
extent permitted under the stock and 
credit control regulations currently 
applicable to cotton- And these regu¬ 
lations, one must bear in mind, are 
woefully out of date. These, it will be 
recalled, were imposed to deal with a 
situation that arose out of acute 
shortage, and it is high time they were 
changed to meet an exactly opposite 
situation—a comfortable supply posi¬ 
tion. Hence the pressing plea of the 
Indian Cotton Mills’ Federation and 
the Millowners’ Association. Bombay, 


to the government of India completely 
to suspend all restrictions on stocks 
of cotton to be kept by mills and to 
restore bank credits and margins to 
the levels that obtained in the crop 
year 1969-70. 

The 1CMF has also urged that the 
penal rate of interest on advances 
against cotton and kapas be done 
away with. (The MOA has asked for 
a reduction of the rate of interest 
from 12 per cent to the rate charged 
as in the case of finished goods). It 
has further pleaded (on behalf of the 
cotton trade) that the trade too should 
be allowed to operate under the nor¬ 
mal margins and credit levels that ob¬ 
tained in 1969-70. In other words, as 
the MOA has urged, the heavy mar¬ 
gins now required to be maintained by 
the traders against their cotton stocks 


tsshssmkm 

require to b»reduced. Not until and 
unless these measures are taken, and 
taken promptly, will the crisis in 
cotton be resolved. 

It is no exaggeration to say, as the 
ICMF has, indeed, said, that 'there 
are serious apprehensions that, unless 
all possible steps (and these have been 
outlined above) are taken for a quick 
passage of cotton from the farms to 
the mills, a good portion of this year’s 
cotton crop may not even be ginned 
by the beginning of the monsoon and 
will have to lie with the farmers in 
the form of kapas. It is needless to 
labour the point that this would cause 
deep distress to cotton growers and 
that, in turn, might mean a definite 
discouragement to them further to 
raise their cotton output. Surely that 
is not at all a pleasing prospect. 
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Bankers! You'll love the rough, tough 
Sergeant-Major Null Control headquartered 
inside every ASCOTA Accounting Machine you huy! 


With Sergeant-Major Null Control on guard-duty In your Ascota, 
Corporal Wrong Posting doesn't have a chance to creep by. 
Which is just fine, making Ascota the most reliable accounting 
Machine there is 

HULL CONTROL’ helps you in two ways: 

• Warns you the moment an incorrect posting is made. 

» Steps the machine instantly and returns the carriage to its 
starting position. 

What more could you ask of such a lovable tyrant? 

ASCOTA Accounting Machine comes to you with or without a 
typewriter, just as it suits you. It will suit you for other 
reasons too—each you coo solidly bank on to render 
better service to increasing numbers of depositors. 


Versatility With a choice of 5.10.15. 25. 35. 45 b 55 totali¬ 
zers. ASCOTA can be custom-programmed to handle a variety 
of jobs in your bank. Current b Overdraft. Savings Inward b 
Outward Clearing. Salary. Provident Fund Branch Reconcilia¬ 
tion. Supplementary. 

Flexibility Simply by interchanging pre-programmed Control 
Panels, in just a matter of seconds, you can utilize the same 
ASCOTA machine for any number of different |obs 

Speed The blind-toveh 10-key key-board and faster automatic 
totals speed up postings Cut down operator fatigue. Shoot up 
productivity. 

Savvies Prompt, export service rendered by factory-trained 
technicians frae for tha first 12 months. Thereafter, undei e 
fixed-price annual preventive maintenance contract 


^ For a demonstration, contact Blue Star today. 

Available to actual users only, against Rupee-payment. Sold a nd serviced exclusively by 

BUROMASCHINEN4XPORT GnbH. BERLIN ‘ CT lMfflBfffgh 

German Democratic Republic iZlJBHiiMHIflllH 

* BOMBA V • CALCUTTA • NSW DELHI • MAD BAS • KANPUR 

SECUNDERABAD • JAMSHEDPUR • COCHIN • BANGALORE • CAUHATV 


BLUE STAR 
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SAVE A LOT OF MONEY 
AND A WHOLE LOAD 
OF TROUBLE... 


cu Standard 

ELECTRIC VEHICLES 


WORKING FOR YOU 


Mow available on 
D.G.S.& D. Rato Contract- 
*Standard’ oloctrlc truck. 



Why put up wifh the noise, the fumes, and all 
the nagging maintenance worries of petrol or diesel 
powered vehicles when you could be using 
STANDARD ELECTRIC VEHICLES? 

Electric vehicles cost only 1/3 as much 
to run as other powered vehicles. They don’t make 
a noise, fume or vibrate; their solid and simple 
design makes for easy maintenance and unrestricted 
manoeuvrability; and this means they last longer— 
you can reckon on 50% longer life expectancy. 

And if your vehicle Is in Bombay, you get a 
BONUS advantage with STANDARD—we’ll service 


t» 

c 

5 

I 
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your vehicles frge for one year. But wherever you live, 
our factory trained and experienced personnel 
will service your vehicles and batteries at 
the same time, to save you the bother of two 
separate operations. □ So wake up from the 
vehicle nightmare with STANDARD’S range of 
electric vehicles. They are made to cater for any 
load up to 3 tons and there Is a whole range of 
trucks and tractors to choose from. 

For further technical and engineering information, 
write to: The Commercial Manager, 

The Standard Batteries Limited, 

Vakola, Santa Crux, Bombay M AS. 
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'^H j HAiM^k !■§■■ Our Correspondent 

rKUm IflE 

PRESS GALLERY 


Since we repotted last, the most im¬ 
portant discussion that has taken place 
in the Loir Sabha has been the one on 
the mid-term appraisal of the fourth 
Plan. The union Minister for Planning, 
Science and Technology, Mr C. Sub- 
ramaniam, seized the opportunity of 
this discussion to spell out the planning 
strategy of the government for the 
next few years. He indicated that the 
government intended to go in for rest¬ 
raints on conspicuous consumption, 
stand by its decision to lower land ceil¬ 
ings, check the uptrend in prices by 
stepping up production of items of 
mass consumption as well as by regulat¬ 
ing their distribution, and bring about 
structural changes in administration 
and industrial relations. This strategy. 
Mr Subramaniam emphasised, flowed 
from the government’s commitment to 
eradicate poverty in the country, usher 
in socialism and make the economy 
self-reliant. Fortunately, the socio¬ 
political climate in the country, he felt, 
was now much more favourable for 
undertaking the above task than had 
been the case hitherto. 

resources mobilisation 

Mr Subramaniam stated that the 
experience of the past two decades of 
planning had shown that a mere in¬ 
crease in the gross national product 
was not enough; the country had to 
make frontal attack on poverty. Po¬ 
verty, he, however, opined, could not 
be removed unless more jobs were crea¬ 
ted and the basic necessities of life were 
ensured, if not to all, at least to most 
of the people. With a view to achieving 
these two ends, the development out¬ 
lays, he stressed, had to be stepped up 
as also the production of those items 
which the masses needed the most. 
This called for greater resources mobili¬ 
sation. The contemplated curbs on the 
consumption by higher income groups 
were designed to promote savings and 
investment. 

Agriculture, Mr Subramaniam ex¬ 
plained, would have to be accorded 


again a pre-eminent position in the 
programmes of the fifth five-year Plan. 
This was imperative as nearly 70 per 
cent of the population lived in villages 
and was primarily dependent on agricul¬ 
ture. With a view to promoting agricul¬ 
ture, land reforms would have to be 
given a high priority. The ceiling on 
the holding of land would have to be 
brought down as the application of 
science and technology to farming had 
raised the productivity of land. 

consumer good's production 

Talking about industry, while Mr 
Subramaniam conceded that the per¬ 
formance of the public sector enter¬ 
prises had to be improved a good deal, 
greater emphasis would have to be 
placed in future on the production of 
essential consumer goods. A very 
pertinent point that he made in this 
connection was that the present 
structure of industrial relations 
had to be radically changed to ensure 
industrial peace. He wanted the in¬ 
fluence of political parties on trade 
unions to decrease. The co-operation 
of political parties in re-fashioning in¬ 
dustrial relations was solicited by him. 

The Minister of State for Planning, 
Mr Mohan Dharia, who also intervened 
in the debate on the mid-term appraisal 
of the fourth Plan, stressed the need for 
having a multi-level planning system 
with the district as the unit. He re¬ 
vealed that the Planning Commission 
had held discussions with the state 
chief ministers in this regard. It had 
been suggested that the states instead 
of having only a planning department, 
should have full-fledged planning bo¬ 
dies, consisting of the chief ministers, 
othor ministe s and economists. This 
would introduce decentralised planning. 

The other important point that Mr 
Mohan Qharia made was that the la¬ 
cuna in the present planning process of 
the Planning Commission not having 
the authority to monitor the progress 
and implementation of the Plan in the 


states had to be Jillcd in expeditiously- 
He indicated that talks would be held 
soon with the chief ministers of stutes 
in this respect. 

During the debate, while most of the 
members desired decentralisation of 
the planning process, Dr V.K.R.V. 
Rao scathingly criticised the low rate 
of savings and investment. He perti¬ 
nently pointed out that whereas the 
material targets set by the Planning 
Commission had not been achieved, 
the outlays on various davelopmcnt pro¬ 
grammes had exceeded the planned 
estimates. He wanted the government 
to abandon the concept of per capita 
income and replace it by the concept of 
separate income rales for the different 
sections of society. Widespread con¬ 
cern was expressed over the deteriorat¬ 
ing employment position and continu¬ 
ous rise in prices. Some members 
wanted the pace of industrial develop¬ 
ment to be accelerated. Several others 
urged for the devising of an affective 
machinery to implement Plan program¬ 
mes at the state and district levels. 
Pleas were made for paying greater 
attention to the development of back¬ 
ward areas and for meeting the needs 
of the scheduled castes and tribes. 
Initiating this debate, Mr Subramaniam 
indicated that a beginning would be 
made this year for a massive and long¬ 
term effort for integrating the various 
river systems in the country from the 
Ganges to the Cauvery. 

relations with Pakistan 

In her reply to the Lok Sabha debate 
on President’s inaugural address to the 
two Houses of Parliament, which had 
to be postponed for some time due to 
the presentation of the union budget 
lor the next year and the general de¬ 
bate on that, the Prime Minister, Mrs 
Indira Gandhi, reiterated her offer of 
direct talks with Pakistan and disclosed 
that the government of India was in 
direct touch with the Pakistan govern¬ 
ment in this regard. Her government, 
Mrs Gandhi added, had consistently 
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wanted normalisation of relations with 
Pakistan and would continue its efforts 
towards this. The Prime Minister fur* 
ther stated: “We do not wish to humi¬ 
liate anyone. We would like to dis¬ 
cuss matters in a spirit of friendship 
and co-operation”. She desired that 
Pakistan should turn her back on the 
era of confrontation with India. The 
two countries, she emphasised, should 
now live in peace and friendship. The 
Prime Minister denied that she was 
under any pressure from the Soviet 
Union in regard to talks with Pakistan. 
She assailed the Jana Sangh for resum¬ 
ing its “Soviet baiting.” Mrs Gandhi 
also repudiated the insinuation that 
the unilateral cease-fire declaration by 
the government of India in December 
on the western front was done under 
pressure from the Soviet Union. 

The Prime Minister took the opposi¬ 
tion parties to task for their allegation 
that the recent state assembly elections 
had been rigged. She said she did not 
want to hit those who were down, but 
stated that the charge that elections 
were rigged was nothing but “fantastic 
nonsense”. Mrs Gandhi expressed 
the view that much of the success of 
the Congress party in the state assembly 
elections was because of the mistakes 
of the opposition parties. She also did 
not think that the Congress had ex¬ 
ploited the Bangla Desh issue for elec¬ 
tion purposes. The Congress party, 
she pointed out, had won the Lok 
Sabha election even last year when the 
Bangla Desh issued had not 
arisen. 

heavy odds 

Mrs Gandhi did not relish the criti¬ 
cism that the government had failed to 
check rise in prices. She conceded that 
prices had risen to some extent, but 
pointed out that the government should 
be given some credit for containing the 
prices spiral despite the heavy odds 
which it had to face last year—the 
massive influx of refugees from Bangla¬ 
desh, the conflict with Pakistan into 
which the country had been forced, etc. 

The Prime Minister agreed that the 
problem of unemployment had to be 
tackled expeditiously. She conceded 
that the last year's crash employment 
programme had not made much head¬ 
way, but assured the House that this 
programme had of htc gainoJ momen¬ 
tum. She stressed that the employ¬ 
ment programme had to yield results 
within three or four years if the politi¬ 
cal and economic stability of the country 
had to be maintained. A significant 


p *intirtuch Mrs Gandhi made in re- 
gardmemployment was that those who 
were#Jready employed In the organised 
seett* should desist from raising de¬ 
mands that might cut info the resources 
for emoting more jobs in the country. 
She underlined the need for a morator¬ 
ium on strikes and lockouts, 

Mrs Gandhi's speech reflected the 
air of confidence exuded in the Presi¬ 
dent's address. 

employment for engineers 

Intervening in a discussion in the 
Rajya Sabha on a calling attention 
notice on the strike by petroleum and 
engineering student of the Indian 
School of Mines, Dhanbad, the Minister 
for State for Planning revealed that the 
government was formulating schemes 
to ensure full employment to the en¬ 
gineering and technical personnel with¬ 
in two years. 


step, when it received, the. full, apart 
ftom 


The Public Accounts Committee has 
suggested that the evaluation of ffee 
work done by the University Grants 
Commission should he entrusted to an 
expert body appointed by the govern¬ 
ment instead of the Commission itself. 
In its 27th report presented to the Uok 
Sabha last week, the committee said 
such a body might comprise eminent 
educationists and reputed retired vice- 
chancellors. The report referred to an 
earlier note by the Ministry of Educa¬ 
tion and Youth Services which said the 
UGC had decided to set up a small 
group of science, arts and social science 
expe-ts to study and evaluate the 
achievements of the Commission. If 
would be more appropriate, the report 
said, if the evaluation work was done 
by a government-appointed com 
mittee. 


The Minister for Labour and Em¬ 
ployment, Mr R.K.. Khaditkar, pointed 
out during question hour in the Upper 
House that the interim report recently 
sumbitfed by the Committee on Un¬ 
employment was being examined by a 
working group <mthe Planning Com¬ 
mission with a view to implementing 
its various recommendation for solving 
rural unemployment. No correct esti¬ 
mate of unemployment in the country, 
he said, was available, but the number 
of job-scekers on the live register of 
employment exchanges had shown an 
increase of 25.3 per cent during 1971, 
as against 18.8 per cent in 1970. Ac¬ 
cording to an assessment made of the 
crash programme for employment in 
the rural areas, the estimated employ¬ 
ment generated, he said, was about 
344.09 lakh mandays. 

The harassment and intimidation of 
Indian students in Detroit (United 
States) caused a good deal of concern 
in Parliament this week. This ha¬ 
rassment and intimidation, it was 
alleged by several members, was a deli¬ 
berate act on the part of the US 
and was in line with the anti- 
Indian attitude of the Nixon admini¬ 
stration over the Bangladesh issue. 
The Deputy Minister for External 
Affairs, Mr Surendra Pal Singh, 
tried to assuage the feelings of members 
by stating that the government had al¬ 
ready got an interim report from the 
Indian Consul who had visited Det¬ 
roit and talked to students and the 
American immigration authorities. The 
government would think of the next 


The Rajya Sabha has adopted a num¬ 
ber of bills during the past two weeks. 
The more important among these are: 
(i) the Industrial Disputes (Second 
Amendment) Bill; (ii) Aircraft (Amend¬ 
ment) Bill; (iii) Prevention of Food 
Adulteration (Extension to Kohima 
and Mekong Districts) Bill; (iv) News¬ 
papers (Price Control) Bill; (v) Hire- 
purchase Bill; and (vi) Maternity 
Benefits (Amendment) Bill. The Lok 
Sabha has adopted the Administrator- 
General (Amendment) Bill; the Indian 
Copper (Taking-over of Management) 
Bill and the Contingency Fund of India 
(Management) Bill. 


hopes belied 

The hopes of the Congress party to 
secure an absolute majority in the 
Rajya Sabha have been belied. In the 
biennial elections to this House held 
last week, it could win, despite its mas¬ 
sive victories at the state assembly 
polls, only 49 of the 72 seats which fell 
vacant on April 2. The strength of the 
ruling party in the Rajya Sabha (118) 
now falls short of the absolute majority 
by four. The total strength of the House 
is 243 members. The 72 seats filled by 
the last week’s elections were shared 
by the various parties as follows: 
Congress 49; CongressfO) 3; Jana 
Sangh 2; Swatantra party 1; CPI 3; 
Socialist party 1; DMK 5; BK.D 1; 
Muslim League 1; Republican party 1; 
Utkal Congress 1; Manipur People’s 
party 1 ; APHLC 1 ; Independ¬ 
ents 2. 


f-’ASI URN rX ONOMIVI 


APRIL 14,1972 



763 


regions 


Jouleyn 

Hennaasy 

London 


Failure of National Policies 

As national regional policies to deal 
with problem regions have been in 
force only sin~e the 1950s in most 
countries (in the UK since the 1930s,) 
it would not in any case be possible to 
point to many wide-ranging successes. 
But even allowing for the long gesta¬ 
tion of the bigger new projeots in de¬ 
velopment regions, it remains depress¬ 
ing that there is as yet no example of a 
reversal of the trend in any major 
problem region from progressive im¬ 


Community-wide level to create appro* 
priate small-soale and medium-so le 
industries in the Community’s back¬ 
ward farming areas to provide jobs for 
farmers leaving the land. An alloca¬ 
tion of funds amounting to $ 100 million 
per year over the next five years is call¬ 
ed for to get the project moving. 

Other proposals by the Commission 
include: jfa) the placing of limits on 
new official aids to new investment in 
congested fully-developed central 
areas; (b)' the creation of a standing 
committee for regional development, 
composed of experts from the Com¬ 



HWORUt 


poverishment 

growth. 


to overall economic 


Clearly, a sweeping reappraisal of 
the whole issue is essential. And since 
in the new Community of Ten, the po¬ 
licy-makers may all too soon find 
themselves grappling wi-h “problem 
countries” rather than “problem re¬ 
gions”, any re-assessment would best 
be made at Community level. 

Already the BBC Commission and 
the Council of Ministers have come 
out in favour of a co-ordinated re¬ 
gional policy. Albert Borsohette, the 
Commission Member with special res¬ 
ponsibility for regional policy and for 
competition policy, has repeatedly 
affirmed that the BBC, as well as mem¬ 
ber states, should be more aotive in 
regional problems of common inte¬ 
rest. 

As a limited, but nevertheless im¬ 
portant, move forward, the Commission 
proposes the first regional policy at 


mission and membeft governments; (c) 
the setting up of an interest rebate 
fund, initially of $50 million per year, 
to subsidise, by up to three per cent 
points; loans from the European Invest¬ 
ment Bank for projects in development 
regions; and (d) the allocation of $50 
million per year from the Agticultural 
Fund in order to offer premia of $1,500 
per new job orcatcd for ex-agricultural 
workers to firms setting up operations 
in development regions. 

In the event the Council’s first step 
towards a oommon regional policy 
was to curb national outbidding for 
new investment in central areas. Prom 
January 1, 1972. the Six have under¬ 
taken, for one experimental year, to 
limit aids to these areas to 20 per cent 
of the total investment cost of each 
project. The Six are also to rearrange 
their regional aid systems so that all 
the incentives offered are clearly as¬ 
sessable. Though it is ironic that the 
first full scale Community regional 
policy decision had to be negative, the 


poorer regions should benefit from it 
to some extent, since a disincentive to 
locate in central areas in some cases 
implies an indirect incentive to locate 
in poorer regions. 

Though the Council appeared to 
regard the Commission’s other pro¬ 
posals favourably at its October, 1971, 
meeting, it had sufficient reservations 
to bold back from making any deci¬ 
sions until after further discussions 
—and there the matter rests at the 
time of writing. 

A reshaped and enlarged European 
Social Fund became operative in Ja¬ 
nuary. Like its predecessor, it will use 
its resources mainly in the problem 
regions to alleviate unemployment and 
redundancy by retraining and redeploy¬ 
ment. It is notable that the new fund 


Thi* Is the second and final article on 
Europe’s Problem Regions. The first article 
had appeared in our Issue dated March 31,1972. 

?**ff**||j| will play an active role in retraining 
<>iJ ?U0U0 UMftworkiers threatened with redundancy 
before their existing jobs disappear. 
In 1972, it is estimated that 850 million 
will be available for these pu-poses, 
increasing to $250 to 3300 million an¬ 
nually by 1975. 


Vast Scale of the Problem 

As the Community still vacillates 
about implementing a supianational 
regional policy, it is impoitant to look 
at some of the findings of a new study 
by the Commission’s Directorate Gene¬ 
ral for Regional Policy. Estimating 
the number of jobs that will need to be 
created in the problem regions over the 
period up to 1980, the Commission 
arrives at a total of 3.54 million, broken 
down by country and main type of 
problem region as shown in Table I 
(p. 764). 

The cost of creating these new jobs 
will be enormous. The investment per 
new job will vary widely according to 
the type of industry but the Commission 
takes an optimistically low 25X00 unit 
of account (equal to the gold equiva¬ 
lent of $D per new job as a typical 
figure for the sort of labour intensive 


EASTERN ECONOMIST 


APRIL 14, 1972 






764 


enterprises likely to be concerned. 
Applying this figure to the job vacan¬ 
cies specified in Table I yields a total 
requisite private investment of no less 
than a yearly average of 8,850 million 
u.a. per annum for the period 1971-80. 
This figure compares with total new 
private investment of 46,440,000 mil¬ 
lion u.a. in the Six in 1969, implying 
that around 20 per cent of total new 
private investment will need to go to 
new job creation in the underdeveloped 
regions each year - - an ambitious tar- 

table I 

Job Vacancies Required in Problem 
Regions upto 1980 

Cooo'i 



Back¬ 

ward 

rural 

regions 

Declin¬ 

ing 

indust¬ 

rial 

areas 

Total 

W. Germany 

- 


464 

France 

550 

150 

700 

ltal> 

2.000 

100 

2,100 

Nether Ian Js 

60 

80 

140 

Belgium 

10 

120 

130 

Luxr mburg 

— 

— 

6 

Total 

_ 

_ 

3.540 


get. Table 11 brings together the data 
on a country-by-country basis; the 61.8 
per cent of total new private invest¬ 
ment in Italy implied as having to go 
to the poorer regions each year is as 
remarkable as it is unreasonable. 

The Commission assumes that all 
this private capital spending in the 
problem regions will receive substantial 
official support (from national govern¬ 
ments and from the Community). The 
Commission estimates that public aid 
for private sector investment will total 
15,1.50 million u.a., with the greater 
part (10,500 million u.a.) going to Italy 
—the other national totals being: 
France 2,860 million u.a.. West Ger¬ 
many 1,160 million, Netherlands 350 
million, Belgium 325 million and 
Luxemburg (5 million (in each cay- for 
1971-80). 

Public investment (other than the 
above) in infrastructure is estimated at 
a surprisingly — and worryingly - - low 


60,500 Million u.a. for the ten years 
(6,050 qsUlion per year). 

The ntost striking feature of the study 
is that, if accepted at face value, it 
demonstrates that the problem cannot 
be dealt with by national governments 
acting alone. Only a Community wide 
approaoh is likely to be able to raise the 
large sums involved. The suggested 
programme also implies a substantial 
redistribution of resources from one 
country to another. The study is a 
dramatic and effective piece of advo¬ 
cacy for a thorough going Community 
regional policy. Its case .would be 
even stronger if modified to include 
the four expected new members of the 
Community. 

EFTA has at no time made any pre¬ 
tensions to implementing a common 
regional policy and, indc d, its consti¬ 
tution docs not allow it. The issue has 
by no means been entirely neglected, 
however, though EFTA’s work on re¬ 
gional development has been confined 
to the exchange of views and informa¬ 
tion between policy-makers from 
members countries. 

The three main studies carried out by 
the Economic Development Committee, 
all of a high standard, bring together 
much valuable material. The study of 
growth centre policy published in July, 
1968, and the examination of the charac¬ 
ter and use of industrial estates pub¬ 
lished in March, 1970, both influenced 
subsequent policy ideas in member 
countries. The committee’s latest re¬ 
port on industrial mobility is also likely 
to influence muchTuture thinking. But 
beyond this, EFTA has made no moves 
on regional policy and its associated 
problems. 

Businessmen Sceptical 

But however much national govern¬ 
ments and supranational organisations 
may do to attract employment into the 
problem regions, in the final analysis 
what matters is how business reacts to 
the inducements offered. 

At first sight the lists of incentives, 
concessions and other advantages avail¬ 
able to industry locating new plant in 
development regions are impressive 
(s.e Eastern Economist, March 31, 
1972). But clearly the number 
of firms availing themselves of these 
regional policy measures is almost 
invariably much smaller than the 
target number. The fact is that location 
decisions are made according to a set 
of hard economic and allied critciia, 


only a relatively small proportion of 
which oaa he favourably inflmenoed by 
incentives of the kmd gejDefally avail¬ 
able. Indeed, k typical firm locating a 
typical type of operation in a typical 
development region will usually find 
that, in elJett, a number of the incen¬ 
tives offered are mutually exclusive — 
for example, a company that rents a 
ready built government factory at a sub¬ 
sidised rent will obviously not quaVfy 
for a building grant. 

Other incentives may in practice be 
worth less than a first sight suggests. 
Sometimes tax systems may take grants 
into account when assessing deprecia¬ 
tion allowances. Tax holidays may be 
worth little in the crucial early years 
after starting operations, when taxable 

Table 11 

New Private Investment in Problem 
Regions 

(Million Units of Account at 
1969 prices) 


Requirement Total* 
for problem re- for 
gions whole 

country 



1971-80 Annual 
total average 

1969 

W. Germany 

11,608 

1,161 

15,836 

France 

17,500 

1,750 

16,224 

Italy 

52,500' 

5,250 

8,490 

Netherlands 

3,500 

350 

2.570 

Belgium 

3,250 

325 

2,024 

Luxemburg 

ISC 

15 

300 

Total 

88,508 

8,851 

46,444 


’‘‘Gross fixed capital formation less 
amortisation. 

profits are likely to be low. In the la¬ 
bour intensive industries most attracted 
by the pool of workers in development 
regions, capital costs as a proportion of 
total costs arc likely to be relatively 
small, and a 20 per cent offi ial invest¬ 
ment gram might well mean a maiginal 
two per cent reduction in total produc¬ 
tion costs. Obviously, thepreoise worth 
of the available incentives depends on 
the nature and size of the individual 
operation, but it is apparent from the 
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above that regional development incen¬ 
tives wip rarely in themselves be deci¬ 
sive in determining plant location. 

In assessing the net cost of these in¬ 
centives to national governments, and 
thus the net benefits to recipients, re¬ 
member that in so far as official guaran¬ 
tees are not involved, loans are repaid, 
rants on government factories are la¬ 
ter increased to market levels, etc., and 
the gross level of official outlays is re¬ 
duced. And, of course, jobs created 
mean higher government tax: receipts 
and lower outpayments on unemploy¬ 
ment benefits, etc. 

) t emerges that although regional poli¬ 
cies have reached high levels of sophis¬ 
tication in some countries, they have 
as yet had relatively little impaot on 


what is after all a massive regional prob 
km (or series of problems) in western 
Europe. Nevertheless, it is important to 
emphasise that progress is being made. 

Part of the problem is that efforts to 
develop a body of systemised applied 
regional economies nave to dite been 
made in national contexts only. Co¬ 
ordination of efforts at supranational 
level would make for economy and 
provide the wider European setting 
within which regional development poli 
cies will eventually be conducted — this 
work could best be carried out under 
the aegis of the proposed Community 
standing committee for regional de¬ 
velopment. 

But while the EEC Commission pro¬ 
duces yet more proposals, the Council 
hesitates and national governments 


press ahead on an ad hoc basis, and 
valuable assets in the problem regions 
stand idle or under-utilised. The tasks 
ahead are clear: 3.5 million ne wjobs 
need to be created in the Six alone by 
1980; $88,500 million of new private 
investment needs to be steered into the 
same area over the next ten yeais. The 
size of the solution will have to be 
geared to the size of the problem. 

Sources and acknowledgements: This 
is the second and concluding summary 
of an exclusive fourteen page report in 
the latest issue of European Trends, 
published quarterly to subscribers only, 
by the Economist Intelligence Unit. 27 
St James’s Place, London, S.W.I., but 
the EIU is responsible neither for the 
emphasis of my summary nor for my 
interspersed comments, based on a va¬ 
riety of sources. 


E. B. Brook 

Vienna. 


days a week to earn, if he is lucky, 
about £550 a year or to earn nothing 
or actually spend more than 'he earns 
if the weather is bad or the market 
more glutted than usual. Many Frenoh 
and Italian small farming families never 
take a holiday — they can’t afford it. 

The high prices for cereals and milk 
(Common Market prioes are about 
two-thirds above world prices for cereals 
and one-third higher for milk) are not 
sufficient to help the smaller farmers 
get a decent living: at best, they help 
him to hold on, inadvisedly, a little 
longer. For the bigger farmers, they 
are highly advantageous. The minority 
of fanners who own 300 acres or more 
oan make an excellent living. The more 
intelligent of them are using their pro 
fits to turn from the relatively unpro¬ 
fitable grain and market foods produc¬ 
tion to animal produotion to gain the 
benefit of high prioes for milk and meat. 
They will help to hold down cereal 
prices to make animal production even 
more profitable. 

The future for fanning in Europe 
lies everywhere in switching from small 
units to large. This does not imply 
anything so colossal as the state farms 
and collectives of eastern Europe since 
the average west European farm is small 
indeed and often in many pieces. Those 
who read of Poland’s farm reforms, 
which began 14 years ago, regrouping 
small scattered, farms into one unit, 
a proofs whioh was finally carried out 


The poor get poorer 


It is becoming olearer that, as west 
Europe’s Common Market moves to¬ 
wards the logical outcomes of its poli¬ 
cies life for the so-oalled independent 
small man and for the less skilled wor¬ 
kers — the really poor of the middle 
and working olasses — will beoomc 
steadily more impossible. The most re- 
oent beam of light to be thrown on this 
melancholy fact was provided by the 
meetings of the Agricultural Ministers 
in Brussels who, after about 100 hours 
disagreement and bargaining in this 
most sensitive area of the Market’s poli¬ 
tics agreed on a new round of increases 
in the prices guaranteed to their far¬ 
mers. 

The purpose of the agreed prioe in¬ 
creases for cereals, milk and cattle is 
twofold—to make farming in west Eu¬ 
rope more efficient by concentrating its 
activities and to align its produotion 
more closely to publio requirements. 
The result of this and the inevitable 
future permitted price increases will be 
to make the better-off farmers rioher, 
the poorer fanners either poorer 
or driven to other employment or 
suioide and a steadily rising cost of 
living for everyone cue. 

No one pretends that the Market’s 
Common Agricultural Policy (conveni¬ 
ently known as CAP) will, for a long 
time, gain from its £1000 million annual 
bin more than marginal improvements 
or that it will do muoh to avoid the 
constantly recurring surpluses of pro¬ 


ducts whioh have to be dumped on the 
world markets. Nor will it do anything 
much to improve the average European 
farmers* inoome from its present level 
of about one-third below the average 
industrial workers’ income. 

Those who know west Europe best 
from summer holiday tours, when the 
fields are turning golden and the sun 
shines on ripening fruit orchards, pro¬ 
bably gain the impression of rural well¬ 
being and content: if they travelled a 
little later, in autumn, they would sec 
French farmers angrily throwing away 
their tomato crop in protest against the 
insignificant prioe offered for it by the 
wholesale market. Unlike Britain, 
whioh, until it enters the Market, rups 
a polioy of price support for farmers 
and oheap food for oonsuraers, west 
Europe gives its small farmers — about 
70 per cent of the total — little help. 

How brutal is the effect of this may 
have been gathered from the reference 
earlier to* suicide. This was no fanoiful 
turn of phrase. The monetary poverty 
of the small Frenoh family farmer is 
crucial. Last year some three per cent 
of all French farmers — about 300,000 
families — finally gave up the farming 
straggle and left beloved land to find 
work in industry. In France, the suioide 
rate is higher among farmers than in 
any other population group. Of Frenoh 
farmers between the ages of 36 and 
45 one in nine dies a despairing suioide. 
He works some nine hours a day seven 
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in Britain ISO years ago by the Enclo¬ 
sure Aot, may not realize that in parts 
of Holland this reform is only now being 

J >ut in hand. Near Gouda, the home of 
arnous cheeses, the Dutch govern¬ 
ment is carrying out a “reallocation” 
scheme which shares out anew the 
strips of land, some five miles apart, 
which farmers own, in order to concent¬ 
rate them for more economic produc¬ 
tion. 

The future for west European farming 
lies no more with the individual I arm¬ 
ing family but is beginning to turn, far 
profitable working on a sufficient capi¬ 
tal basis, to the farming limited com¬ 
pany. Holland and France will lead the 
way through sheer necessity and be¬ 
cause they are more economically 
aware in agriculture. West Germany, 
many of whose small farmers do their 
farming as a part-time job. and domesti¬ 
cally highly conservative Italy will 
follow later. 

If the growing well-being of west 
Europe’s Common Market area as a 
whole is causing some painful ohanges 
in living patterns to the small farmers 
it is beginning to take their better paid 
jobs in a foreign land away from many 
of south Europe’s and north Africa's 


emigrant workers. The German eup¬ 
hemism.'bf “guest worker” has, as so 
often im these areas, thrown a pleasant 
cover over some rough faots. The wel¬ 
come to these “guest workers” varies 
with the necessity for extra labour to 
help the host meet his marketing op¬ 
portunities and earn handsome profits. 
The millions of dinars, lira, pesetas 
and drachmae sent home by south 
European mechanics and labourers to 
support their families and benefit na¬ 
tional balances of payment have been 
a trivial reflection of the hundreds of 
millions of francs and marks their em¬ 
ployers have been able to bank. 

Now that trade recession is oasting 
a sizeable shadow and now that un¬ 
employment is growing in the Market 
area the welcome to aliens is cooling 
rapidly. Their nastier habits have sud¬ 
denly become more noticeable the 
Dutch complain of Turks buying old 
houses and sleeping six to a room: in 
Austria, which stili needs relatively 
cheap foreign labour, this Turkish habit 
has not yet attracted much attention. 

Th're is yet no ersis: the “dirty jobs” 
arc still fully available, particularly in 
more fastidious Britain, France and 
Germany. But France has informed em¬ 


ployers that an effort must be made to 
nil a job with a Frenchman before a 
foreigner is bind. The Dutch govern¬ 
ment is preparing legislation to limit 
the entry of foreigners who seek to earn 
a living in Holland anid Germany main¬ 
tains a tight control over worker per¬ 
mits and foreign worker recruitment. 
In the last six months the number of 
foreign workers in Germany has been 
reduoed by over five per cent. Switzer¬ 
land, whereabout 30 per cent of the 
total labour force is foreign, is beginn¬ 
ing to cut back. 

When the Common Market enlarges 
next year the immigrant workers who 
have settled in Britain from India, 
Pakistan, the Carribean area and from 
former British areas in Africa will find 
they are not able to migrate to the Euro¬ 
pean mainland to work. They — and 
citizens from Commonwealth countries 
such as Australia and Canada — will 
face exclusion as not having “a perma¬ 
nent and irrevocable right to live in the 
United Kingdom”. They will all need 
work permits and these, if unemploy¬ 
ment still rises in west Europe, will be 
hard to obtain and will be rvvokable at 
the will of the Market government con¬ 
cerned. 
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Far too many people 

in our country, I am afraid, have 
been afflicted with a mental con* 
dition which I may perhaps des¬ 
cribe as M Bhutto-on-the-brain.” It 
must be said to the credit of the Prime 
Minister that she has been valiantly re¬ 
sisting the efforts which are being made 
in some qi arters, with great energy and 
determination, to infect her with this 
malady. Editorial writers in certain 
newspapers are particularly to be blam¬ 
ed. They seem to have concluded that 
Mr Bhutto is thb best Indian we have 
in Islamabad and that our government, 
therefore, should not lose the opportu¬ 
nity of talking things over with him and 
reaching a peace settlement. Mr Bhutto 
himself seems to have a more accurate 
idea of where he stands in relation to 
India or India in relation to him. He is 
reported to have remarked some time 
ago that he owed his present job to the 
Prime Minister of India. He could also 
add now that if he continues to be the 
President of Pakistan it can also be only 
because of a helping hand from New 
Delhi. It is clear that Mr Bhutto needs 
India more than India or even Pakistan 
needs him. 

The question that we may therefore 
ask ourselves is how important or rele¬ 
vant Mr Bhutto i tally is to our count¬ 
ry. I have a feeling that the presidency 
of Mr Bhutto will turn out to be a nine- 
day wonder. The man is clearly too 
much of a demagogue to be able to 
lead his battered country through its 
present crisis to political stability or a 
democratic future. He is a wind-bag 
and a straw man by turns and is not 
only without principles or convictions 
but is also a stranger to the mental 
process of coherent thinking. His credi¬ 
bility is already less than nothing among 
othet politicians or public figures in 
his country and this being so, it is ex¬ 
tremely unlikely that he can hold toge¬ 
ther even the truncated state of Pakis¬ 
tan once other political leaders in that 
country, nearly all of whom ate also his 
political opponents, have been able to 
collect their thoughts and think in a 
systematic way about the future of their 


people. In these circumstances, I won¬ 
der whether Mr Bhutto has indeed any¬ 
thing worthwhile to offer to us at a 
negotiating table. The man’s main 
concern seems to be to pull off -tie or 
more diplomatic face-savers and thereby 
enable himself to buy more time at 
Islamabad. That he apparently believes 
that he will be able to strike a useful 
deal With India without simultaneously 
coming to tei ms with Bangladesh only 
emphasises the shallowness of his politi¬ 
cal personality. It is quite possible that 
Mr Bhutto is not the best president that 
even Pakistan in its present plight can 
have. The mere fact that he is President 
should not therefore bemuse us into 
believing that this country is obliged to 
do business with him; for as I had 
mentioned earlier, the question we must 
raise about Mr Bhutto is how long he 
can manage to be President. We may 
not have to wait long for an answer. 


Mr Richard Nixon's 

name must be the most hated name 
in all Vietnam, north or south. 
That it makes no music either in the 
ears of the people of Bangladesh 
may of course be readily assumed. If, 
with the $60 million or so of Indians 
(including, emphatically, Mr Frank 
Moiaes), tht US President is far fiom 
being most popular world personality 
at the moment, this, again, is entirely 
natural. What, I find tather difficult 
to make out is why tricky Dick Nixon, 
as he lms come to be known in many 
lands including his own, should stand 
as low as hb apparently does in the 
esteem of people in western Europe. 
In Amsterdam, for instance, he was 
recently voted to be the worst of all 
the sons of Adam down tne ages. The 
poor man fated only slightly better 
act oss the Channel. Visitors to Madame 
Tussaud’s Wax Wotks in London were 
asked to name the public figures whom 
they hated or feared most. Nixon got 
the third p'ace in the list, yielding rank 
only to Hitler who topped the roll and 
Mao who stood second. The US Presi¬ 
dent, incidentally, had scored comfort¬ 
ably over Jack the Ripper and Dracula. 


MOVING 

FINGER 


Although quite a few 

of my coueagu <s in the press 
have not been slow in giving three 
cheers to the current s’ogan about 
national self-reliance, some editors still 
seem to have a weakness for buying 
columns from foreign newsp. peis. The 
Hindu must serve up Art Buchwald 
hot from the p:.ges of Washington Post . 
while The Times of India would attempt 
to draw even by doling out helpings 
of Russell Raker by arrangement with 
The New York Times. Even the Prime 
Minister’s house journal, National 
Herald , must replenish its resources 
by reproducing material published in 
The Guardian. Years back, when Drew 
Pearson’s “Washington Merry-go- 
round” was going through one of its 
periodic phases of extra-notoriety, the 
then Managing Editoi of The Hindustan 
Times bought that syndicated column 
for his paper. The cxpeiiment did not 
prove a success, for Drew Pearson nor¬ 
mally wrote about matters which were 
of little interest to the Indian public. 


When Drew Pearson's heir and succes¬ 
sor, Mr Jack Anderson, hit the head¬ 
lines in the world’s press some time ago 
and kept hitting them by making disclo¬ 
sures about the seamy side of current 
White House politics or policy-making, 
I naturally began to wonder which 
newspaper in this counl/y would be seek¬ 
ing reproduction tights. The Statesman 
seems to have made a deal for publish¬ 
ing selected instalments of the Ander¬ 
son column. Now that there is not much 
goodwill in this country for President 
Nixon or his administration, a large 
part of The Statesmans readership may 
take a lively interest in the spectacle of 
White House dirty linen being washed 
in this column. But this need not pre¬ 
vent some of us from asking whether 
The Statesman would not be using its 
resources more relevantly if it were to 


direct its attention to what may be going 
on behind the scenes in New Delhi 
than to what Mr Anderson says is going 
on in the murky corners of Washington 
politics. There is a saying in Tamil 
about pcoph wanting to wipe the bot¬ 
toms of otheis before or even instead 
of cleaning their own. It seems to me 
that it must matter more to our people 
to learn about corruption in their own 
government or administration than in 
the politics or public life of some other 
country. It follows that our newspapers 
have an obligation to try to do an 
Anderson themselves if they could, but 
then it seems to be a question with * hem 
equally of “I 
would if I could” 
and “I could if 
I would”. 


VB 
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TRADE WINDS 


Cotton Prices 

THE deputy Foreign Trade 
Minister, Mr A.C. George 
stated in the Rajya Sabha 
regarding the “reported steep 
crash in prices in various 
markets in the country 
and that cotton production 
during the current year has 
been very encouraging. 
Against the estimated pro¬ 
duction of only 5.3 million 
bales of the last year, the 
present estimates of the cur¬ 
rent year are around 6 mil¬ 
lion bales. The last year 
(1970-71) was an abnormal 
year for cotton, both in res¬ 
pect of production as well 
as price behaviour. The 
acute shortage of domestic 
cotton led to rise in prices 
to unprecedented levels. 
This affected the production 
in the textile industry, both 
for exports as well as inter¬ 
nal purposes. Annual pro¬ 
duction of cloth and yarn 
was the lowest in 20 years. 
Since the current year’s 
crop is higher than last 
year's production by about 
700,000 bales, the prices 
have been moving down¬ 
wards. The government is 
watching the situation 
closely, he said, some steps 
calculated to stabilise level 
of prices of cotton have 
already been taken. The 
programme for import ol 
foreign cotton has been re¬ 
viewed and the quantum of 
targetted imports has been 
curtailed by about 250,000 
bales. The stock limits ear¬ 
lier imposed on mills have 
been uniformly increased by 
one month in respect of all 
the mills in the country. The 
Cotton Corporation of India 
has moved in the market in 
various states, opened a 
large number of purchase 
centres. The corporation 
had purchased todate more 
than 46,000 bales and was 
continuing its purchases in 
large volume. 

The government has fur¬ 


ther under consideration 
measures such as secur¬ 
ing suitable relaxations in 
credit restrictions and ex¬ 
tending the period of 
delivery in respect of non- 
transferable specific delivery 
contracts. 

Kolar Gold Mines 

Bharat Gold Mines, a 
public sector company, took 
over the Kolar Gold Mines 
on April 1. The new com- 
nany, registered under the 
Companies Act 1956 as 
’Bharat Gold Mines Pri¬ 
vate Ltd.’ will be vested with 
all the assets and liabilities 
of Kolar Gold Mining Un¬ 
dertaking with effect from 
this date. 

The entire gold produc¬ 
tion would continue to be 
made over to the union go¬ 
vernment by the company 
at the international parity 
price, as is being done 
at present. The company 
would take steps to increase 
the production of gold and 
reduce operating cost. With 
more flexibility of opera¬ 
tions, than hitherto enjoyed 
by the Kolar Gold Mining 
Undertaking, the company 
will strangthen and widen its 
exploratory activities with 
a view to discovering new 
and promising reserves both 
within the present lease¬ 
hold areas and outside. The 
quantum of assistance to 
the company from the go- 
vernmant during the year 
1972-73 would be Rs 4.25 
crores and for 1973-74, Rs 
four crores. The company 
is expected to work well 
within the limits of assis¬ 
tance from government. 

Cochin Shipyard 

The Prime Minister, Mrs 
Indira Gandhi, will lay the 
foundation stone of the 
Cochin Shipyard on April 
29. The Shipyard project is 
estimated to cost Rs 45.4 


crores and is scheduled to be 
ready by the and of 1975. 
However, the keel of the 
first ship is likely to be laid 
in 1974 as soon as the essen¬ 
tial facilities like building— 
docks and hull shops are 
ready. 

Savings Scheme 

The Prime Minister in¬ 
augurated on April 1, a new 
scheme of savings which is 
being introduced in 122 
selected cities of India. 
Known as the Area Savings 
Leaders Authorised Agency 
Scheme, it is designed to 
provide an opportunity to 
educated women to go from 
house to house and from 
shop to shop to persuade 
people to save and collect 
their monthly savings. This 
will help them not only 
to add to their family in¬ 
comes but also enlarge their 
social contacts and do a 
national service. The ob¬ 
jectives of the scheme are: 
to educate housewives in fa¬ 
mily budgeting; to promote 
the habit of thrift among 
house-holds and self-em¬ 
ployed people; to canvass 
for and secure from small 
savers investments in post 
office cumulative time de¬ 
posit accounts and recurring 
deposit accounts; and to 
raise resources for develop¬ 
ment and defence. Besides 
women, social organisations 
are eligible to become agents 
under the scheme. 

Izmir Fair 

This country will partici¬ 
pate in the International 
Fair to be held at Izmir 
(Turkey) from August 20 
to September 20, 1972. 

union Ministry of Foreign 
Trade, is organising India’s 
participation in this Fair. 
This Fair has a special att¬ 
raction, as Turkey negotiates 
a large percentage of her 
business and makes pur¬ 
chases during this period. 


The Turkish , government 
offers a Considerable amount 
of Fair quota, both for tra¬ 
ditional and non-traditiona! 
items/to all participating 
countries. This year the 
Fair quota allotted to India 
has been increased by about 
56 per cent over. the last 
years quota. Another att¬ 
raction of this Fair is that 
the participants are not re¬ 
quired to contribute any 
space charges for the area 
allotted to them for display 
of their exhibits. 

Shipping Targets 

Shipping tonnage of this 
country will be about 2.9 
million GRT by the end of 
fourth Plan. In addition, 
1.72 million GRT will be 
either on firm order, or 
would have been acquired. 
Thus, after scrapping the 
overaged ships the plan tar¬ 
get of four million GRT is 
expected to be fully achieved, 
ed. On March 1, 1972 the 
operative tonnage was 2.51 
million GRT and 1.44 mil¬ 
lion GRT was on firm order, 
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making $ total of 3.95 mil¬ 
lion GRT. It is estimated 
that ovemgod ships aggre¬ 
gating to224,000 GRT will 
be scrapped during the re¬ 
maining period of the Plan. 
Thus only 273,000 GRT has 
yet to be acquired or or¬ 
dered to reach the fourth 
Plan target. It is hoped to 
place orders for the remain¬ 
ing tonnage of 273,000 
GRT during the remaining 
two years of the Plan., 

Loan for Irrigation 

The union government has 
sanctioned special loans 
amounting to Rs four crores 
to 17 states for investigation 
of Irrigation, flood control 
and power projects during 
the current financial year. 
Hie loans are treated as 
non-Plan and are repayable 
in 15 annual equal instal¬ 
ments. The state-wise break¬ 


up of load assistance is: 
Andhra Pradesh Rs 25 lakhs, 
Assam Rs 5 lakhs, Bihar Rs 
40 lakhs, Gujarat Rs 28 
lakhs, Haryana Rs 12 lakhs, 
Jammu and Kashmir Rs 5 
lakhs, Kerala Rs 12 lakhs, 
Madhya Pradesh Rs 40 
lakhs, Maharashtra Rs 27 
lakhs, Mysore Rs 25 lakhs, 
Orissa Rs 20 lakhs, Rajas¬ 
than Rs 25 lakhs, Tamil 
Nadu Rs 42 lakhs, Uttar 
Pradesh Rs 30 lakhs. West 
Bengal Rs 19 lakhs, Hima¬ 
chal Pradesh Rs 30 lakhs 
and, Punjab Rs 15 lakhs. 


Airports Authority 

The ownership of the four 
international airports -at 
Delhi, Bombay, Calcutta 
and Madras, have been ves¬ 
ted on April 1 in the Inter¬ 
national Airports Authority 
of India, constituted to 
manage these airports. The 


assets of the four interna¬ 
tional airports which the 
Authority has taken over are 
worth about Rs 30 crores. 
These comprise mainly of 
terminal buildings, land 
making up the airports, run¬ 
ways, taxiways, aprons and 
hangers. The total revenue 
of these airports during the 
year 1970-71 was about Rs 
520 lakhs. It was mainly 
drived from landing and 
housing fees from the inter¬ 
national air carriers and air¬ 
port fees. Bombay had earn¬ 
ed the maximum revenue 
with about Rs 220 lakhs, 
followed by Delhi with Rs 
161 lakhs. Calcutta had 
earned Rs 105 lakhs while 
Madras had earned approxi¬ 
mately Rs 32 lakhs. The 
International Airports Au¬ 
thority constituted by u 
legislation for this purpose 
will be an autonomous 
statutory authority. It will 
own and manage the four 


international airports which 
were previously under the 
Department of Civil Avia¬ 
tion. The Tata Committee 
report on International Air¬ 
ports in 1969 had recommen¬ 
ded setting up of an autono¬ 
mous body for the manage¬ 
ment of the international 
airports.’ 

Plastics Exhibition 

An exhibition entitled 
‘Plastic Today and To¬ 
morrow’ was inaugurated by 
Mr C. Subramaniam, Union 
Minister for Planning, Sci¬ 
ence and Technology re¬ 
cently in Delhi. The pur¬ 
pose of the exhibition was 
to highlight the technical 
needs of the plastic industry 
and to educate and attract 
new entrepreneurs to this 
field. The idea was also 
to promote the use of plas¬ 
tics for civilian, defence and 
industrial purposes. 
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COMPANY AFFAIRS 


of the company from 
Re 2.62 crores to Rs 2.92 
croiea. The directors decla- 


Hindalco 

THE Hindustan Alumini¬ 
um Corporation Limited has 
proposed to maintain the 
dividend at Rs 1.25 per 
share for the year 1971. 
The company’s sales were 
grossed Rs 37.28 crores and 
its gross profit was around 
Rs 8.22 crores. After pro¬ 
viding Rs 3.79 crores for 
depreciation, Rs 9.50 lakhs 
for development rebate re¬ 
serve and Rs 3.91 lakhs 
for contingencies reserve, 
the net profit is Rs 4.30 
crores. Mr D.P. Mandelia 
pointed out that there was a 
substantial reduction in the 
selling prices and inertased 
cost of raw materials with 
high cost of power. He 
stated that the profit would 
have reduced if the reduced 
selling prices had been ap¬ 
plicable fo r the whole year, 
fn spite of production being 
impaired to the extent of 25 
per cent by a power cut dur¬ 
ing the months of Janu ry/ 
June 1971, the company 
has been able to maintain 
production of primary metal 
almost at the level of last 
year, about 78,000 tonnes. 
But for the power cut, the 
company’s production 
would have crossed 80,000 
tonnes. The working dur¬ 
ing the first three months of 
the current year is almost 
the same as last year. The 
first phase of the company's 
expansion is already under 
way. It expects to commis¬ 
sion the new smelter by the 
middle of this year and ex¬ 
pects to increase its produc¬ 
tion capacity by 30,000 
tonnes by the end of the 
year. The suspension of 
US aid has not deterred the 
company from advancing 
towards its goal. The com¬ 
pany’s application for ex¬ 
pansion ot fabricating capa¬ 
city from 37,000 tonnes per 
annum is pending with the 
government. The com¬ 
pany’s application for an 
industrial licence for the 
production of caustic soda 
with a capacity of 100 ton¬ 


nes is also with tip govern¬ 
ment. The company hopes 
to achieve its expansion to 
100,000 tonnes capacity by 
the end of 1972 and to 
120,000 tonnes by the end 
of 1973, when it will be the 
largest producer of alumi¬ 
nium in the country. 

Century 

Tlie board of directors of 
the Century Spg. & Mfg. 
Co. Ltd met in Bombay re¬ 
cently and decided to re¬ 
view the application made 
to the Controller of Capital 
Issues some two years ago 
for the issue of one bonus 
share for every equity share 
held by capitalising Rs 3.55 
crores from general reserve. 
The original application 
could not be favourably con¬ 
sidered by the CCI in view 
of the government’s policy 
not to allow more than two 
bonus issues in a period of 
five years. This time limit 
is, however, now over, and 
hence the board’s recom¬ 
mendation. 

Dunlop 

The Directors of Dunlop 
India Limited have reco- 
mended a final dividend on 
the ordinary shares at the 
rate of Rs 1.25 per share, 
subject to tax, for the year 
ended December 31, 1971. 
Together with the interim 
dividend of 75 paise per 
share already paid, this 
mak\.s a total ordinary divi¬ 
dend of Rs two per share for 
the year, the same as for 
1970. Total preference and 
ordinary dividends raid and 
proposed absorb Rs 2.05 
crores leaving retained pro¬ 
fits of Rs 1.12 crores for 
transfer to general reserve. 
The total income foi the 
year at Rs 98.90 crores 
exceeded that of the pre¬ 
vious year (88.41 crores) 
by 12 per cent. This in part 
reflects ihe implement tion 
of the automotive tym and 
tube expansion at the 
Ambattur factory. Balance 
fiorn trading, however. 


has declined by 6.5 per 
cent compared to last yeat. 
The lower margins earned 
in 1971 were due to higher 
raw material prices, subs¬ 
tantial increases in person¬ 
nel costs and, the effects 
of power shortages and high 
absenteeism. "With bettei po¬ 
wer supplies and the un¬ 
proved law and order situa¬ 
tion in the second half of 
the year, output at the 
Sahaganj factory increased 
and this, combined with the 
additional production from 
the Ambattur is responsible 
for the improve dlcsults in the 
period July-December, 1971. 

Sylvania and Laxman 

The Chairman of Sylva¬ 
nia & Laxman Limited, Mr 
Laxman S. Agarwal add¬ 
ressed the shareholders re¬ 
cently at the annual genetal 
meeting and informed them 
about increased turnover 


red a dividend of 71 per cent 
for the year ending Septe¬ 
mber 30,1971 against six per 
cent of tlv previous year. The 
company is making rapid 
progress for implementing 
a diversified expansion 
programme of lamp making 
viz. automobile lamps, GLS 
lamps, bigh wattage lamps, 
telephone switoh board 
lamps, mercury vapour 
lamps etc. The company has 
agreed to give know-how to 
three other companies who 
are setting up factories at 
Chandigarh, Gwalior and 
Hyderabad for manufacture 
of GLS lamps. The com¬ 
pany has also received letters 
of intent for the manufac¬ 
ture of industrial gases and 
for increasing glass shells 
production from 15 mil¬ 
lion to 30 million annually. 
It has also set up a research 
and development section 
in order to become moie 
self-reliant. 
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RECOUPS AND STATISTICS 

Plan for 1972-73 


The total Plan outlay of 
the centre, states and union 
territories for 1972-73 will 
beRs 3,973.42 crores. This 
is about 25 per cent of the 
fourth Plan outlay in the 
public sector and represents 
a step-up of 25.8 per cent 
over the outlay, of Rs 3158 
crores for the year 1971-72. 

The sectoral distribution 
of the outlay for 1972-73 
is as follows (Rs crores): 
centre 2144.20 ; centrally- 
sponsored 162.97 ; union 
territories 64.50 ; and states 
1601.75. 

This information is con¬ 
tained in the document on 
the annual Plan for 1972-73 
which was presented to 
both the Houses of Parlia¬ 
ment on April 4, 1972 

by Mr C. Subramaniam, 
Minister for Planning, 
Science and Technology. 

Departing from the ear¬ 
lier practice of presenting 
the annual Plan towards the 
end of the financial year 
the annual Plan for 1972-73 
has been released “as early 
as possible after the present¬ 
ation of the union budget”. 
This is intended to faci¬ 
litate discussion in Parlia¬ 
ment and to increase the 
operational utility of the 
document. Detailed pro¬ 
visions for Plan schemes 
included in the central bud¬ 
get are furnished in the 
budget document entitled 
“Plan—Budget Link”. The 
annual plan document pro¬ 
vides a brief outline of the 
Plan as a whole with special 
chapters devoted to the ap¬ 
proach and reorientation, 
financing of the Plan and 
to the major schemes which 
have been included in the 
Plan to promote greater 
social justice as part of 
reorientation. 

The significant increases 
to the Plan outlay in 1972-73 
have been combined with 


specific attention to cor¬ 
recting the shortfalls noticed 
in the Mid-term Appraisal 
and for promoting the main 
emphasis at the present jun¬ 
cture, namely, self-reliance 
and social justice. Special 
programmes have been in 
eluded to achieve increased 
output from existing capa¬ 
city in steel and fertilisers 
as also for expansion and 
new projects. The modern¬ 
isation of export-oriented 
traditional industries like 
jute and cotton textiles will 
get special attention. 

Iln formulating the annual 
Plan for 1972-73, the needs 
of the emerging situation 
have been kept in view. 
Special attention has been 
given to correcting the 
shortfalls and deficiencies 
brought to light in the Mid¬ 
term Appraisal of the Plan. 
A second major objective 
is a significantly enlarged 
provision for schemes pro¬ 
moting social justice. 

High priority has been 
accorded in the annual Plan 
to firm commitments, spill¬ 
over expenditures from the 
previous years, completion 
of works in an advanced 
stage of construction, ex¬ 
peditious construction of 
other works on hand 
and fuller utilisation of 
capacities already created. 

The outlay for 1972-73 
for central schemes is higher 
by about Rs 585 crores as 
compared to the corres¬ 
ponding outlay for 1971-72. 
Last year an outlffy of 
about Rs 105 crores was 
provided for certain non- 
Plan schemes, namely crash 
scheme for rural employ¬ 
ment, schemes for drought- 
prone areas, schemes for 
educated unemployed, etc. 
These are now included in 
the Plan. In the case of 
centrally sponsored sche¬ 
mes, the outlay for 1972-73 
is up by about Rs 21.5 


croies as compared to the 
corresponding outlay for 
1971 72. The outlay for 
union territories is higher 
by about Rs 11 crores on 
a comparable basis (i. e. 
including the outlay for 
Manipur and Tripura within 
union territories in 1972-73). 
In the case of the states, the 
outlay is higher by about 
Rs 198 crores (excluding 
outlay for Manipur and 
Tripura shown under states 
in 1972-73). 

The distribution of Plan 
outlay by major heads of 
development is as fol¬ 
lows (Rs crores): Agriculture 
and allied programmes 
782.36; Irrigation and 
flood control 260.31; Power 
602.26; Village & small 
industries 62.64; Industry 
and minerals 730.75; 
Transport Sc communi¬ 
cations 728.36; Education 
194.51; Scientific rese¬ 
arch 42.41; Health 87.26; 
Family planning 63.15; 
Water supply and sanitation 
101.18; Housing, urban 
and regional development 
61,93; Welfare of back¬ 
ward classes 42.14; Social 
welfare 153.84; Labour 
welfare and craftsmen 
training 8.03; Other progra¬ 
mmes 52.29. 

In the annual Plan, a 
large overall provision of 
Rs 125 crores has been 
made for special welfare 
schemes relating to the 
educated unemployed, ex¬ 
pansion of elementary edu¬ 
cation, slum improvement 
in the major cities, rural 
water supply and rural 
home sites. This provision 
is in addition to a total 
provision of Rs 90 crores 
for rural employment etc. 

The rationale of these 
schemes is directed to 
satisfying the basic minimum 
needs ot the people. Assis¬ 
tance will be provided 
based on need and in a 


manner that will correct 
regional imbalances. The 
schemes have been so desig¬ 
ned as to secure adequate 
co-ordination so that the 
maximum impact can be 
had for a given level of 
expenditure. The assis¬ 
tance to be provided to 
states will be in the form of 
a 100 per cent grant. The 
additional resources will 
supplement outlays provided 
m the state plans for similar 
purposes and will not be 
permitted to substitute for 
them. Depending on their 
needs and absorptive capa¬ 
city, all the states will 
benefit from one or more of 
the new schemes. Wher¬ 
ever possible the state 
governments will also be 
expected to supplement 
these provisions with resour¬ 
ces found from their own 
budget or from institutional 
sources so that there could 
be a multiplier effect. 

The main emphasis in 
the complex of schemes re¬ 
lating to rural employment 
and development will be to 
get the maximum impact 
out of them by effective 
co-ordination. The special 
employment schemes will 
result not only in providing 
employment to the educated 
unemployed but will also 
promote the design of inte¬ 
grated rural surveys, the 
staffing of elementary 
schools, investigations for 
rural water supply and the 
setting up of self-employed 
entrepreneurs in rural areas. 
The scheme for elementary 
education, apart from pro¬ 
viding employment to tea¬ 
chers will increase enrol¬ 
ment in the backward states 
with special emphasis on 
the schooling of girls and 
backward classes. It will 
also provide rural employ¬ 
ment in the building of 
class rooms. The nutrition 
programmes will primarily 
benefit children in the tribal 
areas and in the urban 
slums. The slum improve¬ 
ment scheme will benefit 
the poorer sections of the 
urban population. It will 
supplement funds being 
provided for by the Housing 
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and Urban Development 
Corporation. The provision 
for rural water supply is 
a significant increase to the 
outlays the states are now 
providing for this purpose 
and will benefit the states 
where the needs are most in 
terms of villages which suffer 
chronic scarcity or health 
hazards such as*cholera and 
guinea-worm infestation. 

The individual provisions 
for the various schemes 
indicated in the AnnualPlan 
are tentative. Rcappropriat- 
ion based on needs and 
performa .ce capabilities will 
be possible either within the 
same scheme or within the 
overair provision. The re¬ 
orientation of the Annual 
Plan for 1972-73, apart from 
making a qualitative change 
in the current Plan, will 
thus provide a sound basis 
of experience for making 
a much bigger effort for 
greater social justice in the 
fifth Plan. 

With a view to initiat¬ 
ing advance action in res¬ 
pect of projects and pro¬ 
grammes to be taken up 
during the fifth Plan, it 
has been ensured that state 
governments and central 
minisferies provide necessary 
resources for carrying out 
investigations and studies 
so that there are an adequate 
number of well-prepared 
projects available for the 
preparation of the fifth Plan. 

In the agriculture sec¬ 
tor apart from the on¬ 
going agricultural pro 
grammes, certain schemes 
which are designed to over¬ 
come the main deficiencies 
and shortfalls that have 
been identified in the Mid¬ 
term Appraisal of the Fourth 
Plan will be taken up 
during 1972-73. In the field 
of agricultural research and 
education, special attention 
will be given to the develop¬ 
ment of agriculture in 
humid and high rainfall 
areas, temperate hilly zones 
etc. by taking up co-ordi 
nated schemes for research 
on water management in 
these areas and for research 
on use of saline water in 


agriculture. research 

on post* harvest.' techno¬ 
logy and allied Matters will 
be intensified. Fqr the deve¬ 
lopment of dry areas, res¬ 
earch on an integrated pack¬ 
age of technology will be 
intensified. New program¬ 
mes have also been included 
in the annual Plan for stren¬ 
gthening research on cotton 
and jute. 

Special efforts will be 
made to boost the produ¬ 
ction of important commer¬ 
cial crops such as cotton, 
jute and oilseeds where 
production has fallen short 
of the Plan targets. 

Priority has been given 
to the completion of the 
continuing schemes which 
are in an advanced stage 
of construction. Adequate 
provisions have also been 
made in respect of inter¬ 
state and multi-purpose pro¬ 
jects. A number of new 
major and medium irrigat¬ 
ion schemes will be laun¬ 
ched. In addition, outlays 
will be provided for investi¬ 
gation of irrigation and 
power projects. In pait 
these outlays will result 
in preparatory action for 
the fifth Plan; they will 
also create additional em¬ 
ployment for engineers and 
technicians. 

The total outlay pro¬ 
vided in the Annual Plan 
for 1972-73 is Rs 793.39 
crores. The bulk of 
the outlay is intended for 
basic industries like steel, 
fertilizers, petroleum, mine¬ 
ral development and non- 
lerrous metals. The steel 
projects account for about 
30 per cent of the outlay 
envisaged for 1972-73. In 
non-ferrous metals, substan¬ 
tial additional provision has 
been made for the aluminium 
and copper projects as com¬ 
pared with the previous 
year. Increased provision 
has been made for oil 
exploration and the Haldia 
refinery; it is also envi¬ 
saged that the construction 
of new refineries at Bongai- 
gaon and in the north-west 
region will be taken up dur¬ 
ing 1972-73. Another major 


direction in which progress 
in implementation is expec¬ 
ted is the construction of 
the naphtha cracker and as¬ 
sociated facilities in the 
Gujaiat petro ohemical 
complex. In fertilisers, subs¬ 
tantial additional provision 
has been made to proceed 
speedily with the expan¬ 
sions and new projects. 

Particular attention will 
be given to fuller utilisation 
of existing capacity. Neces¬ 
sary provisions have been 
made for balancing or addi¬ 
tional equipment that need 
to be set up and for techno¬ 
logical improvements for 
achieving higher levels 
of output. As a result, 
better performance in indus¬ 
tries like steel and fertilisers 
is envisaged in 1972-73. 

The need for expanding 
activities in the production 
of consumer goods which 
are in short supply has also 
been taken into aooount. 
In particular, provision has 
been made for speedily 
proceeding with the scooter 
project, for the expansion 
of the produotion of drugs 
and speeding up the imple¬ 
mentation of projects for 
the manufacture of oement 
and paper. 

It is proposed to give 
particular attention to the 
industrial development of 
backward areas. Subsidy 
will be provided on the 
lines already announaed to 
projeots to be set up in the 
selected baokward districts 
in different states. Apart 
from oonoessional finance, 
the Industrial Development 
Bank, in collaboration with 
other institutions and the 
state governments, will also 
carry out studies on the 
industrial potential of the 
backward districts. 

Provision has also been 
made for new projects 
to be taken up by way of ad¬ 
vance action for the fifth 
Plan, as for example, for 
the new steel plants to be 
put up at Hospet, Visakha- 
patnam and Salem. Parti¬ 
cular emphasis has been 
placed on speeding up sur¬ 


veys relating to nutuial re¬ 
sources in the mineral sector, 
as an es ential prerequisite 
to the identification of project 
in tib metallurgical, petro¬ 
leum and allied sectors. In 
addition provision has also 
been made for investi¬ 
gations and preparation of 
feasibility studies for pro¬ 
jects, to begot ready in time 
for consideration for the 
fifth Plan. 

The installed generating 
capacity in the country at 
the beginning of 1971-72 was 
16.5 MKW which is ex¬ 
pected to increase to 17 
MKW at the end of 

1971- 72. In 1972-73, 1.5 
MKW are expected 
to be added which will 
step up the aggregate insta¬ 
lled capacity in the country 
at the end of the financial 
year to about 18.5 MKW. 
The total sale of energy is 
expected to increase from 
about 54,000 million units 
in 1971-72 to about 59,000 
million units in 1972-73. 

The construction of trans¬ 
mission and distribution 
lines will be given priority. 
The progress of the trans¬ 
mission programme has 
suffered largely due to inade¬ 
quate supply of steel for 
the fabrication of the towers. 
This position is expected 
to improve with the ar¬ 
rangements which have been 
made for the procurement 
of steel from abroad. 

The rural electrification 
programme in the states 
Mis received increasing im¬ 
portance over the years. It 
is anticipated that about 3 
lakhs additional pumpsets 
will be energised in 1972-73, 
bringing the total number 
of pumps in the country 
to about 22 to 23 lakhs as 
against 11 lakhs at the com¬ 
mencement of the fourth 
Plan. 

Special efforts are pro¬ 
posed to be made during 

1972- 73 for accelerating the 
developments in the other 
sectors as well, including 
those in the transport, 
scientific research and social 
serviocs sectors. 
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Import Policy: 1972-73 


The main features of the 
1972-73 import policy are:— 

1. The role of the public 
sector agencies in imports 
has been further expanded. 

2. A Steel bank will be 
set up by Hindustan Steel 
Limited to organise bulk im¬ 
ports of steel for sale to 
manufacturers. 

3. The IRMAC set up by 
the State Trading Corpora¬ 
tion for organising bulk 
imports of raw materials for 
sale to manufacturers, will 
further expand its activities. 

4. The policy of need- 
based replenishment for li¬ 
censing of raw materials 
imports will continue to be 
followed for meeting the re¬ 
quirements of priority in¬ 
dustries. 

5. Selected industries in 
the priority sector will be 
allowed additional imports 
of raw materials against a 
special allocation or foreign 
exchange set apart for the 
purpose. 

6. Additional imports of 
raw materials will also be 
allowed to industrial units 
in the priority sector if they 
earn net foreign exchange 
by exporting their products 
or if their increased output 
results in a direct saving on 
present imports. 

7. The concept pertaining 
to ‘Export Houses’ has been 
further enlarged. 

Small-scale Industries 

8. Small-scale industries 
in the priority sector will be 
enabled to obtain their im¬ 
port .requirements based on 
the assessment of their capa¬ 
city. 

9. Special facilities will 
be available for setting np 
small-scale industries in the 


country by Indian nationals 
returning from abroad. 

10. Special facilities will 
continue to be given for 
setting up small-scale in¬ 
dustries in backward areas. 
Qualified engineers and ex- 
service personnel will also 
continue to have added 
opportunities to establish 
new industries. 

Facilities for reopening ot 
closed units 

11. Special assistance will 
continue to be given to the 
engineering industries for 
restarting production, parti¬ 
cularly in the case of those 
in West Bengal which had 
to close down in the past for 
want of raw materials. 

Facilities for educational 
and research institutions 

12. More facilities have 
been provided for import 
of instruments, apparatus 
and appliances and books 
by educational research and 
technical institutions, re¬ 
search and analytical labo¬ 
ratories and universities. 

Established importers 

13. Quotas for established 
importers have been further 
reduced in respect of several 
items. 

Canalisation of imports 

56 additional items have 
been added to the list of 
imports canalised tjvough 
public sector agencies. With 
the addition of these items, 
the list of canalised imports 
will now cover 168 items. 
On this basis, the public 
sector agencies will handle 
imports of about Rs 100 
crores more in value during 
1972-73 at the present level 
of imports. 

Imports by STC/MMTC of 
run materials licensable to 


actual users and registered 
exporters 

(i) State Trading Cor¬ 
poration will also be orga¬ 
nising bulk imports of 
certain raw materials for 
sale to actual users and re¬ 
gistered exporters. The In¬ 
dustrial Raw Materials 
Assistance Centre (IRMAC) 
set up by the State Trading 
Corporation will further ex¬ 
pand its activities for supp¬ 
lying raw materials ‘off-the- 
shelf’. 

00 A “Steel Bank” will 
be set up by the Hindustan 
Steel Limited to organise 
bulk imports of steel for 
meeting the requirements 
of actual users. 

(iii) Registered Exporters 
will continue to be allowed 
to transfer their import re¬ 
plenishment licences in fa¬ 
vour of the STC/MMTC. 

Pricing 

Sale prices in respect of 
goods imported by the cana¬ 
lising agencies will continue 
to be determined by these 
agencies subject to the over¬ 
all control of the Ministry 
of Foreign Tra de. Preferen¬ 
tial treatment will be accor¬ 
ded to exporting units in the 
matter of sale prices. 

State Trading Corporation 
and Minerals and Metals 
Trading Corporation will 
further expand their de¬ 
velopmental role to streng¬ 
then the export effort by 
providing assistance in 
finance, marketing and gene¬ 
ral services to exporters. 

The scheme for the grant 
of facilities to Export 
Houses has been further en¬ 
larged. 

Import facilities 

(i) The exports of items 
covered by one additional 
produce group, namely, 
‘tobacco products* will also 


be taken into account in 
determining the eligibility 
for an ‘Export House’, and 
for determining the value 
of the initial import licence 
to be given to an Export 
House. 

(ii) Indirect exports made 
by Export Houses will also 
be taxen into account for 
determining eligibility and 
for calculating the value of 
initial/supplementary initial 
import licences to be given 
to Export Houses, provided 
such indirect exports are not 
more than the value of ex¬ 
ports made by the Export 
House in respect of products 
manufactured in the small- 
scale sector. 

(iii) Export Houses hav¬ 
ing definite plans of in¬ 
creasing their exports of new 

S oducts will be allowed the 
cilities of imports of raw 
materials over a wider range 
to meet the demands of their 
supporting manufacturers. 

(iv) Eligible 'Export 
Houses will continue to 
have the existing import 
facilities to arrange for 
bulk imports on behalf of 
actual users, and also of 
operating the licences issued 
to actual users without ob¬ 
taining letters of authority 
from the licensing office. 

(i) In the case of register¬ 
ed exporters, the import 
content of the exported pro¬ 
ducts will continue to be re¬ 
plenished from the most 
preferred sources of supply. 

(ii) The policy for allow¬ 
ing nominations under the 
import policy for registered 
exporters has been stream¬ 
lined, so that nominations 
are made in favour cf manu¬ 
facturers who hold Actual 
User licences relating to the 
end-products on the basis 
of which they are nominated. 
This policy will result in 
the nominations being made 
in favour of those manufac¬ 
turers who require them for 
augmenting their produ¬ 
ction. 

Facilities to exporters 

(i) Industrial units in the 
priority sector exporting 10 
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per cent or more of their 
production will be eligible 
to preferred sources of sup¬ 
ply and facilities for ex¬ 
pansion of export produc¬ 
tion. Units which export 25 
per cent or more of their 
production will receive subs¬ 
tantially greater preference. 

(ii) Units in the non-prio¬ 
rity sector having similar 
export performance will be 
treated as priority units, 
given the same preference 
in regard to the sources of 
supply and for expansion of 
production, and receive all 
the facilities normally given 
to priority units. 

(iii) In the case of selected 
priority industries, licences 
for raw materials and com¬ 
ponents for value higher 
than past consumption will, 
on merits, be issued if the 
industrial unit concerned 
earns net foreign exchange 
by exports of its products 
and the additional export 
earning is at least 50 per cent 
higher than the value for 
which additional raw mate¬ 
rials may be allowed for 
import. 

Compulsory exports for cer¬ 
tain priority industries 

A few industries have been 
selected from the priority 
list for their export poten¬ 
tial. Units in these indust¬ 
ries, failing to export 5 per 
cent of their production, will 
be liable to a cut in their 
import licences, apart from 
losing the facilities of pre¬ 
ferred sources of supply and 
expansion of production 
capacity. 

Need-based policy for prio¬ 
rity industries 

(i) The import require¬ 
ments of 59 priority indust¬ 
ries will be met as before, 
subject to availability of 
foreign exchange. 

(ii) In the case of selec¬ 
ted priority industries of 
special importance, both 
in large and small-scale 
sectors, import licences for 
raw materials and compo¬ 


nents will be panted, on 
merits, for higher values 
against an additional fo¬ 
reign exchange allocation 
provided for the purpose. 

(iii) In the case of priority 
industries, licences for raw 
materials and components 
for a value higher than past 
consumption will, on merits, 
be issued if the industrial 
unit concerned can prove 
that the increased out¬ 
put will directly save on 
present imports and the 
saving in foreign exchange 
is at least 50 per cent higher 
than the value for which 
additional raw materials 
may be allowed for import. 

Special assistance to small 
scale industries 

The requirements of small 
scale units set up in the 
priority sector for imported 
raw materials and compo¬ 
nents will be considered 
having regard to the assess¬ 
ment made by a team re¬ 
presenting the Development 
Commissioner (small-scale 
industries) and the State 
Director of Industries, and 
after approval by a 
Special Committee set up 
under the Chief Controller 
of Imports and Exports. 

Encouragement of industrial 
units in backward areas 

(i) Preferential treatment 
will be accorded in the mat¬ 
ter of import of machinery 
and raw materials to small- 
scale units proposed to be 
set up in backward areas. 

(ii) Indian nationals re¬ 
turning from abroad and 
intending to set up small- 
scale industries in India will 
be allowed to import ma¬ 
chinery, without indigenous 
clearance, of a value not 
exceeding Rs 5 lakhs and 
permissible raw materials 
upto Rs 1 lakh, purchased 
out of their funds abroad. 

Special facilities to qualified 
cngineers/ex-serrice per¬ 
sonnel 

Preferential treatment 


will be accorded in the mat¬ 
ter of import of machinery 
and raw materials to small 
scale units set up by quali¬ 
fied engineers and ex-ser¬ 
vice personnel. 

Special facilities to closed 
engineering units 

Units engaged in the en¬ 
gineering industry, particu¬ 
larly those located by West 
Bengal, which have closed 
down for want of raw ma¬ 
terials, will be given special 
facilities to enable them to 
re-start their manufacturing 
activities. Advance alloca¬ 
tion of imported raw ma¬ 
terials will be made to such 
units to enable them to re¬ 
start their manufacturing 
activity. 

Facilities for development 
and research activities 

Import licences for raw 
materials and spare parts 
wilt be granted to the special 
research units recognised 
by the Department of In¬ 
dustrial Development. 

Import of steel for export 
oriented production 

Actual users requiring 
import of steel for export 
oriented production will be 
given priority and preferen¬ 
ce in the matter of alloca¬ 
tion of foreign exchange and 
allotment through the cana¬ 
lising agency to enable them 
to execute export orders in 
time. 

Import of spare parts against 
release orders 

A facility has been pro¬ 
vided to Actual Users to 
obtain import licences for 
permissible spare parts 
against release orders issued 
to them in respect of cana¬ 
lised items, upto 10 per cent 
of the value of the release 
order by a corresponding 
reduction to that extent in 
the value of the release or¬ 
der. 

Conversion of licences into 
release order and vice versa 

An actual user will have 


the facility of converting an 
import licence for non-cana- 
lised items into a release 
order for canalised items 
and vice versa subject to 
certain conditions, to enable 
them to adjust their require¬ 
ments of raw materials ac¬ 
cording to their programme 
of production. 

Import of scientific instru¬ 
ments, apparatus and appli¬ 
ances 

Technical and research 
institutions and government 
research and analytical 
laboratories will be allowed 
to import without licence 
scientific instruments, ap¬ 
paratus and appliances etc, 
of a value upto Rs 2,000 at 
any one time. If these 
institutions so desire, they 
can also avail of an alter¬ 
native facility of importing 
these items, in one lot, once 
in the course of a year, with¬ 
out obtaining an import 
licence, if the value thereof 
does not exceed Rs 8,250. 

Import of technical books 

Educational, medical and 
research institutions and 
universities will be allowed 
to import without licence 
technical books upto Rs 
10,000 in value in a year. 

The import of certain 
essential raw materials re¬ 
quired by industry, will 
continue to be on OGL. 

More items banned for im¬ 
port 

In view of the growing 
volume and quality of indi¬ 
genous production, 160 
items have been taken off 
the permissible list. These 
include certain types of ball 
bearings, taper roller bear¬ 
ings, machine tools, ma¬ 
chinery and accessories, 
instruments, dyes and dyes 
intermediates and chemicals. 

Items restricted for import 

87 items which were 
hitherto allowed to Actual 
Users without restriction, 
will now be permitted only 
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on a restricted basis. These 
include Certain types of 
ball beatings, drugs and 
medicine^, chemicals, and 
dyes interned iates. 

Established Importers' quota 
reduced 

In respect of 29 items, 
the quotas for established 
importers have been re¬ 
duced. These include spare 
parts of various , equipment, 
drugs and medicines, motor 
vehicle parts, garage tools 
and instruments. 

Procedural simplifications 

(i) The procedure for im- 

f iort of machinery by manu- 
acturers against their ex¬ 
port entitlements has been 


On March 25, the union 
Finance Minister, Mr Y. B. 
Chavan, made a statement 
in Parliament which out¬ 
lined the policy of different¬ 
ial interest rates for bring¬ 
ing about changes in eco¬ 
nomic institutions in this 
country. The nationalised 
banks are expected to 
locate parties who deserve 
the differential rates of 
interest on borrowings 
among scheduled tribes, 
scheduled castes, proces¬ 
sors of forest products, cot¬ 
tage and rural industries, 
students going abroad for 
higher studies, physically 
handicapped persons etc. 
The text of Mr Chavan’s 
statement follows:- 

Hon’ble Members will 
recall that in my budget 
speech I made a mention of 
the policy of differential 
interest rates as one of the 
steps recently taken to bring 
about basic changes in our 


rationalised by eliminating 
certain stages. 

(ii) The procedure for the 
grant of replacement licen¬ 
ces for machinery and spare 
parts against original de¬ 
fective imports has been 
simplified by dispensing with 
indigenous clearance. 

(iii) The procedure for 
the grant of import licences 
for raw materials and com¬ 
ponents to new/proposed 
units in the small-scale sec¬ 
tors has bean streamlined so 
that the unit may not suffer 
on account of administra¬ 
tive delays. 

(iv) The procedures for 
granting import licences for 
prototypes upto Rs 12,000 


economic institutions and 
policies to supplement the 
central budget for further¬ 
ance of our social and eco¬ 
nomic objectives, i thought 
I should take an early op¬ 
portunity to place before 
the House the essentials of 
the policy. 

As the House is aware, 
the idea originated in the 
meeting I had with the chief 
executives of the public sec¬ 
tor banks and senior officials 
of the Reserve Bank in 
July, 1970. I made the sug¬ 
gestion then that lower 
interest rates should be 
charged to carefully selected 
low-income groups, who 
deserve financial assistance 
for productive endeavours 
and higher interest rates 
to more affluent borrowers. 
In pursuance of this, a 
committee was appointed 
by the Reserve Bank to 
determine the criteria for 
identifying borrowers with¬ 


in value has been'simplified 
by delegating powers to 
regional licensing offices. 

(v) The procedure for the 
grant of import licences for 
raw materials and compo¬ 
nents to certain industries 
has been streamlined by indi¬ 
cating industry-wise packet 
of raw materials and com¬ 
ponents permitted for im¬ 
ports. 

(vi) Special case studies 
are being carried out to iden¬ 
tify causes of delays in 
licensing and suitable re¬ 
medial measures will be 
taken to cut down all avoid¬ 
able delays. 

Administrative changes 

(i) The Iron and Steel 


in each sector in selected 
income groups who can be 
granted the benefit of lower 
interest rates without affect¬ 
ing the profitability of the 
banking institutions. The 
committee submitted the 
report in May, 1971, and 
it was made available to 
Members of Parliament. The 
subject also came up for 
discussion on more than 
one occasion in Parliament. 
The report has also attracted 
wide notice in newspapers 
and journals. I have taken 
careful note of the opinions 
expressed in Parliament and 
outside in giving shape to 
the contours of the policy. 

The report of the com¬ 
mittee was not unanimous. 
The majority report and 
the note of dissent have 
fundamental differences 
between them. The basic 
approach of the majority 
report is that the Criterion 
for charging lower rate of 


Control licensing offices at 
Bombay, Madras and Cal¬ 
cutta have been merged 
with the respective regional 
licensing offices. 


(ii) The name of the office 
of the Assistant Iron and 
Steel Controller, Faridabad 
has been changed to that of 
Deputy Chief Controller of 
Imports and Exports (iron 
and Steel), Faridabad. 


(iii) Applications from 
small-scale units situated in 
Uttar Pradesh for import 
of iron and steel items will 
be dealt with by the Deputy 
Chief Controller of Imports 
and Exports, Kanpur. 


interest should be the size 
of the loan taken by a 
party and not the .party's 
own financial position or 
economic status. They have 
in view a range between 
81 per cent to 10 per cent 
per annum on those bor- 
rowals which come 
within the cover of the 
of the guarantee schemes 
now in operation. On the 
question of charging higher 
rates to the more affluent 
borrowers, the majority 
take the view that the present 
normal rates are high en¬ 
ough and asking the banks 
to charge higher than nor¬ 
mal rates to selected cate¬ 
gories of the affluent people 
would be to invite legal 
complications and create 
distortions in the economy. 

The dissenting note on the 
other hand does not agree 
that the size of the loan 
should be the principal de¬ 
terminant of eligibility for 
the benefit of an interest 
differential or that the sele¬ 
ction of small borrowers 
should be linked with the 
existing credit gurantec sch¬ 
emes. ft has stressed that 
differential lending rates 
including, in some instances, 
loans at even zero interest 
are an established featurp 
of international lending ana 


Differential rates'*™" 
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it should be possible for 
banks to charge different 
rates of interest to different 
income groups, beginning 
with a very nominal 
rate of interest for the 
most needy and going up 
to 20 per cent for prospe¬ 
rous traders. 

While it is difficult to 
reconcile the two points of 
view, I have no doubt about 
the basic soundness of the 
idea which led to the for¬ 
mation of the committee. 
I am aware that a wide rang¬ 
ing differential in interest 
rates is likely to pose practi¬ 
cal policy and operational 
problems for the banking 
system, but in a country 
where a large segment of 
population is abjectly 
poor, social needs and ex¬ 
pectations cannot be ignor¬ 
ed and the public sector 
banking system will need to 
reorient its functioning in 
a way which makes it an 
effective instrument of ser¬ 
vice to the community. 
Interest rate mechanism 
should subserve our ob¬ 
jective of social justice 
in the matter of distribution 
of credit but at the same 
time I am no less conscious 
that the banks should conti¬ 
nue to retain their chara- 
ter as viable institutions. 

1 propose to make a 
start with the scheme of 
differential interest rate in 
favour of borrowers who 
answer to all of the follow¬ 
ing descriptions: 

(1) have really no tangible 
security of any worth to 
offer on their own; 

(2) cannot produce a secu¬ 
rity/guarantee of a well- 
to-do party; 

(3) are prepared to work 
hard; 

(4) can be helped to rise 
above their present econo¬ 
mic levels in a productive 
endeavour with assistance 
from banks, the productive 
endeavour being such as 
would become economically 
viable within a period of, 
say 3 years; 

(5) do not incur liability 
to two sources of finance 


at the same tud|jk, 

The following Ire among 
the sectors within which 
the banks should be able 
to locate parties who deserve 
the differential rate: 

(1) Scheduled Tribes, Sche¬ 
duled Castes and others 
engaged, on a very modest 
scale, in agriculture. 

(2) People who themselves 
collect, or do elementary 
processing of, forest pro¬ 
ducts and people who them¬ 
selves collect fodder in diffi¬ 
cult areas and sell them to 
farmers or traders. 

(3) People physically enga¬ 
ged on a modest scale in 
the fields of cottage and 
rural industries and voca¬ 
tions in urban areas. Illus¬ 
trative examples are: cut¬ 
ting cloth ana sewing gar¬ 
ments, making reasonably 
cheap eatables, home deli¬ 
very service of articles 
and commodities of daily 
use, running way-side tea 
stalls, plying of self-owned 
manual rickshaws and cycle- 
rickshaws, repairing of 
shoes/sandals mainly by 
hand, basket-making by 
hand etc. 

(4) Indigent Students go¬ 
ing in for higher education 
who do not get scholar- 
ships/maintenance grants 
from governmental or edu¬ 
cational authorities. 

(5) Physically handicapped 
persons pursuing a gainful 
occupation where some 
durable equipment and/or 
continuous supply of raw 
material is useful. 

(6) Orphanages and Women 
Homes where saleable goods 
are made and for which no 
adequate and dependable 
source of finance, e.g., 
endowments or regular cha¬ 
rities, exist. 

The differential interest 
rate under the scheme is 
for the present to be uni¬ 
formly nxed at 4 per cent 
i.e., 2 per cent below the 
current Bank Rate. The 
question of charging higher 
rates from the affluent bor¬ 
rowers is beset with operat¬ 
ional difficulties. I am 
having the matter further 


examined so that a rational 
structure of higher interest 
rates is devised. 

Hie banks may give both 
working capital and term 
loan according to the facts 
of the situation. In addition 
to a differential rate, some 
initial moratorium in re¬ 
payment may also be consi¬ 
dered. Availability of tangi¬ 
ble security will not be a 
pre-condition for the grant 
of a loan; when a surplus 
starts emerging and the 
borrower can, without real 
difficulty, offer some secu¬ 
rity, a margin of IS or 20 
per cent can be looked for. 
While loans to individuals 
are not barred, the banks 
may at the beginning look 
for groups in particular 
areas as groups lend them¬ 
selves to easier handling. 
Each loan is to be covered 
by the existing credit guara¬ 
ntee schemes. The guarantee 
fee will be met by the banks 
and not charged to the 
borrowers. 

For lending at the differen¬ 
tial rate, each bank should 
select at least one branch 
in every 8 or 10 and in mak¬ 
ing such selection it should 
ensure that backward pock¬ 
ets in rural and semi-urban 
and urban areas of the 
country are well represent¬ 
ed. The banks will have to 
maintain continuous touch 
with the borrowers to whom 
the benefit of the differential 
is extended and arrange 
for necessary guidance and 
help in a number of ways 
i.e., provision of raw mate¬ 
rials and processing and 
marketing etc. facilities. It 
is not visualised that bank 
offices, entirely on their 
own, will always be able to 
make these arrangements. 
When the banks themselves 
cannot make such arrange¬ 
ments they will have to link 
their operations with those 
of other recognised bodies, 
governmental and non¬ 
governmental, which func¬ 
tion in that area. 

The scheme which I 
have outlined above would 
operate for the present in 
districts which are not 
covered by SFDA/MFAL 


scheme. In SFDA ami 
MFAL districts, the cen¬ 
tral and state governments 
have Accepted substantial 
financial responsibility over 
schemes intended to raise 
people through productive 
endeavours from below 
subsistence level or bare 
subsistence level to a higher 
level. The banks assisting 
borrowers in these districts 
through the differential rate 
of interest should get suit¬ 
able financial reimburse¬ 
ment from the government 
concerned. Details will 
be worked out in consul¬ 
tation with the concerned 
ministries and the state 
governments. 

The Scheme will for the 
present be confined to the 
public sector commer¬ 
cial banks. I have given 
careful consideration to the 
question as to whether the 
co-operative banking system 
should not also operate the 
differential interest rate 
scheme. It is not quite 
clear whether the co-opera¬ 
tives would be able to re¬ 
coup consequential losses 
by charging higher interest 
rates from larger farmers. 
The extent of differential 
rates and the manner in 
which the co-operative insti¬ 
tutions should be compen¬ 
sated for the loss involved 
are to be considered in 
detail by the government in 
consultation with the Rese¬ 
rve Bank of India. 

I expect that each of the 
public sector banks will 
in the first year lend at 
the concessional rate at a 
minimum of I per cent of 
its aggregate lending of the 
previous year. This will 
come to about Rs 
20 crores. This is a modest 
beginning, but I am con¬ 
fident that as we go along, 
the banks will use their 
ingenuity, imagination and 
resources to make the dif¬ 
ferential interest rate policy 
one of the important instru¬ 
ments for reducing dispa¬ 
rities in income and wealth 
and for encouraging talent 
and enterprise that go 
waste for lack of support. 
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P|A ]n fKgn clfV Hard on the heels of reports in the press 

■ 1C III II 1C wIVj that the management of Indian Air¬ 

lines is abchit to settle its dispute with its maintenance engineers, who have been 
adopting gp-slow tactics for several weeks now, comes the news that the Air 
Corporation Employees Union, representing various categories of technical 
and non-technical employees, have given notice of a strike which may start on 
May 5, unless certain demands made by this union have been met in the mean¬ 
while. The management of Indian Airlines and the Ministry of Civil Aviation 
have been displaying extraordinary patience in dealing with or rather putting up 
with periodical resort to pressure tactics on the part or its employees, from pilots 
down. There has been and there is nothing to be admired in this patience since, 
on every occasion, the management and the ministry have been irresponsibly sur¬ 
rendering the corporation’s interest as well as the public interest while buying 
shortlived respites for the airlines. In the course of this process of systematic black¬ 
mail by one party and almost automatic submission by the other, Indian Airlines 
has come to be saddled with a structure of establishment costs which is not only 
grossly out of alignment with most of the categories of wages, salaries, or in¬ 
comes in the country but is also thoroughly inconsistent with the earning capacity 
or potential of the airlines or indeed its basic economics. 

It is possible that a false belief in the community at large that airline costs 
are the concern merely of the small, affluent section of the people who can afford 
air travel has perhaps been mainly responsible for permitting the government 
to indulge for some years now in a weak-kneed policy towards staff demands 
on this nationalised airlines. Actually, however, the public generally and the tax¬ 
payers in particular do have a direct and definite interest in the economics of air 
transport. Apart from the fact that a good deal of air travel is on government or 
private corporate account and is therefore paid for, in the last resort, by taxpayers 
or share-holders of public limited companies, the losses which Indian Airlines 
incur constitute a clear burden on public revenues, while the profitability of the air¬ 
lines is a matter of legitimate concern to the body of citizens on whose behalf the 
state has invested capital in this business. It is, therefore, unacceptable as well as 
unfortunate that the government should continue to be free to buy peace from 
the employees of Indian Airlines at a steadily rising cost to the public or the 
public finances. Parliament, clearly has a responsibility in this matter, since it is 
through this institution, above all, that the discipline of public vigilance and pub¬ 
lic criticism can be brought to bear on the Ministry of Civil Aviation or the go¬ 
vernment as a whole. Some days ago an attempt was made in the Lok Sabha 
to discuss the disruption of the operation of the airlines by the go-slow tactics 
of the maintenance engineers, but there has been no evidence that this debate has 
been useful in stimulating the willingness or strengthening the ability of the Minis¬ 
ter of Civil Aviation to present a front of legitimate firmness towards the agitat¬ 
ing engineers and thereby defend the reasonable interests of the corporation or 
the public. On the contrary, the strike notice served by the Air Corporation 
Employees' Union is a fair indication that the management is about to settle its 
difficulties with the Maintenance Engineers’ Association on terms which may 
place a premium on staff demands when backed by the willingness and ability of 
the trade unions concerned to defy successfully the normal machinery or proce¬ 
dures for settling trade disputes.’ 
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Finally, it is in the public interest to point out here that neither the manage¬ 
ment of Indian Airlines nor the Ministry of Civil Aviation has a good or clean 
record in protecting the interests of the corporation, the government, or the public 
while settling wage or other disputes with employees of the airlines. It is possible 
that the management itself is not so constituted as to enable it to discharge its 
responsibility properly in this field. For instance, recently, when the pilots de¬ 
manded, among other things, a house rent allowance on the ground that the senior 
executives of the corporation were enjoying this emolument, the management saw 
nothing odd in asking some of these very executives to negotiate and settle with 
their pilots. Predictably the management’s representatives ended up by accepting 
the pilots’ claim to a house rent allowance. They could hardly have done other¬ 
wise, or even wanted to. Subsequently, the negotiations with the maintenance 
engineers have been reported to be proceeding along lines which do not seem to be 
taking into account the basic fact that Indian Airlines is commercially in no posi¬ 
tion to contemplate any increase in staff cars for which there does not exist a 
compelling justification. Indian Airlines incurred substantial losses in 1970-71 
and again in 1971-72. As things are, its estimate of a possible profit in 1972-73 
is just so much pie in the sky. Would it be unfair, then, to suggest that the present 
Minister for Civil Aviation is not serving the Corporation, the government or the 
country welP Perhaps Dr Karan Singh may be able to give a belter account of 
himself in some other portfolio which culls for talents rather different from those 
which are needed in a minister dealing with the staff problems of Indian Airlines. 
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Money for 

planners 

The resources budget for the 1971-72 
and 1972-73 annual plans recently pre¬ 
sented to Parliament indicate that the 
central and state governments are now 
in a position to formulate their schemes 
boldly without worrying about the avai¬ 
lability of funds. This may appear some¬ 
what surprising when state govern¬ 
ments had only in the past year resorted 
to heavy overdrafts from the central 
banking institution so much so that, 
during the week-ended March 31 this 
year, these overdrafts were over Rs 
516 crores. The central government 
however would seem to be bothered 
about .an abundance of resources and 
on present indications it looks as if 
there would be virtually no deficit 
financing on its account in 1972-73 
even after raising Plan outlay in a 
massive way and providing also for 
sizable assistance to Bangladesh and 
a higher level of defence expenditure. 
The state governments too will receive 
a larger share of its tax revenues besides 
special accommodation for overcom¬ 
ing gaps in non-Plan expenditure iii the 
case of some states, these gaps arising 
out of special factors. 

Even in respect of the unauthorised 
overdrafts of the state governments it had 
been originally intended that the ad¬ 
justments with the Reserve Bank should 
be completed before the end of 1971-72. 
It is however learnt that the central 
government subsequently changed its 
original plans for fear of presenting to 
Parliament a large overall gap in the re¬ 
vised estimates for 1971-72 and giving 
also an impression to the outside pub- 
lic'that there had been resort to uncont¬ 
rolled deficit financing and the centre 
was mainly culpable. Thanks however 
to the big tax effort in the past year 
and sizable foreign assistance for meet¬ 
ing refugee expenditure, the revised esti¬ 
mates anticipate only an overall deficit 
of Rs 385 crores. If there is a shortfall 
in Plan expenditure the actual deficit 
may be very much less. There are also 
some adjustments yet to be completed 
as a huge sum of over Rs 408 crores is 
being carried unadjusted in the returns 
of the Reserve Bank and the final posi¬ 
tion will become clear only when the 
state overdrafts are liquidated to the 
maximum extent possible in the last 
week of June and the centre also makes 
full use of committed aid for rehabiltat- 
ing refugees and reduces its net assis¬ 
tance to Bangladesh on this account, 


which has been assumed at Rs 82 
crores even in 1971-72. 

Whatever be the final shape of the re¬ 
sources budget of the central and state 
governments for 1971-72, and this is 
unlikely to be seriously distorted, the 
fact that the country is in a position to 
embark on a massive annual plan in 
1972-73 and even think of exceeding the 
target of Rs 15,898 crores as indicated 
in the mid-term reappraisal is indeed a 
fitting tribute to its capabilities. Mr C. 
Subramaniam wag naturally proud that 
he was in a position to plan for de¬ 
velopment expenditure of Rs 3,973 
crores, Rs 2,371 crores on central 
account and Rs 1,602 crores on state 
account and he could rightly assert that 
the strains and stresses of the past year 
had not seriously embarrassed the pro¬ 
gress of planning. The latest estimates 
compare with Rs 1,770 crores on 
central account and Rs 1,388 crores on 
states’ account in 1971-72 making a 
total of Rs 3,158 crores. What exactly 
will be the actual outlay is not known 
but there may be a shortfall in outlay in 
the central sector and even with an ex¬ 
ceeding of their targets by the states, 
the total outlay may not be more than 
Rs 3,000 crores. 

It will thus be seen that the net in¬ 
crease in Plan expenditure in the current 
year may be even Rs 1,000 crores as 
compared to 1971-72 and the central 
and state governments have a challeng¬ 
ing task to be discharged. The ques¬ 
tion is whether the allocations can be 
fully utilised and the assumptions re¬ 
garding the availability of financial re¬ 
sources have been made on a realistic 
basis. It should be said that there 
would be no serious inadequacy of re¬ 
sources as the assumptions can go wrong, 
if at all, only in the case of the states. 
Against this, the availability of re¬ 
sources from the centre has been under¬ 
estimated and the overall pool may 
not be different from the estimates 
though the contributions to this pool 
may be slightly different, with the cen¬ 
tre’s share being larger than the estimates 
as usual and the states again failing to 
achieve their targets. 

Out of the total outlay of Rs 3,973 
crores, there will be deficit financ¬ 
ing of only Rs 175 crores against a 
revised estimate of Rs 385 crores 
for 1971-72 and net foreign assistance 
including PL 480. ftmds of only 
Rs 380 crores against Rs 447 crores 
in 1971-72. The higher level of ex¬ 
penditure is therefore being sustained 
with larger domestic resources. The 


smaller proportion of foreign exchange 
expenditure and also a smaller quan¬ 
tum under this head underlines the 
determination of the central govern¬ 
ment to proceed with its schemes by 
utilising indigenous physical resources 
and also current foreign exchange earn¬ 
ings, obtained through a steppng up 
of exports and displacement of imports. 
Even in regard to the mobilisation of 
domestic resources the increase in out¬ 
lay has been facilitated to a great extent 
by additional resource mobilisation 
through new taxes which are expected 
to fetch Rs 1,235 crores in 1972-73 
against only Rs 725 crores in 1971-72 
on the basis of the budget estimates. 

This picture has of course subsequent¬ 
ly changed because there were fresh 
taxes in November and December last 
year and there were also larger borrow¬ 
ings by the centre. But the increase in 
revenues through new taxes can stitl 
be over Rs 450 crores while net borrow¬ 
ing by the central and state govern¬ 
ments can easily be in excess to the esti¬ 
mate of Rs 384 crores for 1972-73. 
The modest target for borrowing is 
perhaps due to the need for the Food 
Corporation to get credit of Rs 95 
crores in order to maintain buffer 
stocks, as observed by the union 
Finance Minister, Mr Y.B. Chavan. 
Judging however by the growth in 
deposits in recent months net bor¬ 
rowing by the centre can easily be Rs 
300 crores while the receipts through 
small savings may be higher by Rs 
20 crores as compared to the budget 
estimates. With the likelihood of buoy¬ 
ancy in revenues due to a higher level 
of industrial production and vigorous 
collection of taxes, the overall deficit 
of Rs 175 crores may not materialise 
at all. 

There will thus be no bottleneck on 
account of the lack of financial re¬ 
sources. Only it remains to be seen 
whether the centre will be able to 
step up expenditure on its account 
by Rs 601 crores when the states 
will be obliged to raise their outlay 
by Rs 214 crores. As the shortfall in 
Plan outlay in 1971-72 will be mainly 
on account of the centre, in actual 
practice it will have to increase its ex¬ 
penditure by over 45 per cent, which 
ir indeed an impossible job. There is 
however confidence that the new rate 
of expediture can be achieved as quic¬ 
ker progress has been recorded in re¬ 
cent months in the implementation of 
industrial projects particularly. Even 
if the government machinery can be 
geared to meet the needs of the new 
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situation frdjh bottlenecks may arise 
in the form-; of shortages of physical 
resources. The success of tne new 
efforts can: be assured only if the 
anticipated increase in the output of 
steel by one bullion tonnes materialised 
and it was also possible to augment 
supp'ics of fertilisers from indigenous 
sources by 4.5 lakh tonnes of nitrogen. 
There will also have to be a larger 
output of heavy electrical equipment, 
petroleum products and agricultural 
raw materials. 

Fortunately, a bumper cotton crop 
has made it possible to reduce appreci- 
ably the outlay on imports while it may 
not also be necessary to spend heavily 
on imports of edible oils in order to 
meet any deficit. It should certainly be 
possible to raise the output of fertilisers 
to over 1.4 million tonnes of nitrogen as 
considerable new capacity has been 
brought into being and the new units 
alone can account for an output of three 
lakh tonnes of nitrogen. If the existing 
units can raise their output by two 
lakh tonnes of nitrogen by operating 
more efficiently, the target of additional 
production of 4.5 lakh tonnes can be 
easily exceeded. 

The same confident view cannot how¬ 
ever be taken about the availability of an 
additional one million tonnes of steel 
from internal sources, as everything de- 


Status quo on 
wheat prices 

Thanks to the high-yielding varieties 
of seeds and the fixation of remunera¬ 
tive procurement prices for wheat, 
the output of this cereal in this country 
has continued to rise for the last four 
years. According to the latest estimates, 
the total production of wheat in the 
agricultural year 1971-72 (ending on 
June 30) is expected to be about 26 
million tonnes registering an increase 
of nearly 2.5 million tonnes over the 
level attained in the preceding year. 
The production target of 24 million 
tonnes fixed in the fourth five-year Plan 
for 1973-74 has thus been surpassed. 

In view of this continuous increase in 
the production of wheat, the supply po¬ 
sition has eased to a considerable extent 
with the result that the demand for this 
cereal at current prices is significantly 
below the total availability. The almost 
simultaneous ban on the import of 
PL 480 wheat has in fact made no 
difference to the supply position. 
Consequently the stocks of wheat in this 
country, which were at a considerably 
high level in 1971, are likely to rise still 
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pends on the performance of the three 
units of Hindustan Steel. The two 
private sector units may acquit them¬ 
selves more creditably if there are no 
bottlenecks in the movement of iron 
ore and other raw materials and there 
is also no shortage of coking coal 
If the situation did not improve to the 
anticipated extent, there would probably 
have to be larger imports of steel and 
the government should not hesitate to 
utilise its foreign exchange reserves for 
permitting imports of raw materials 
and components in short supply in order 
to ensure continuity of implementation 
of Plan schemes. 


For the first time in several years the 
planners are therefore free from the 
worry of inadequacy of financial re¬ 
sources and thanks to the fairly satis¬ 
factory level of foreign exchange re¬ 
serves, about Rs 100 crores can be easily 
utilised if unexpected shortages arise in 
some directions. But a high level of 
Plan expenditure can be achieved only 
if there is a growth in industrial pro¬ 
duction by at least 10 per cent against 
the pitifully low rate of 3 per cent in 
1971-72 and the government depart¬ 
ments also spend wisely their 
allocations. What is done in the current 
year will determine the rate of progress 
in the coming years. 

further this year. It may be stated that 
in 1971 the total quantity of wheat pro¬ 
cured was of the order of 5.1 minion 
tonnes. The volume of release through 
the public distribution system was lo¬ 
wer at 4.5 million tonnes. This year, 
with a rise of 2.5 million tonnes in the 
production of wheat as stated above, its 
procurement is expected to increase by 
a further 1.5 million tonnes. The pro¬ 
curement of every additional million 
tonnes of wheat by the state purchasing 
agencies implies the locking up of about 
Rs 87 cfores. Whereas last year more 
than Rs 400 crores of bank finance was 
locked up in wheat stocks, it is estimat¬ 
ed that as much as Rs 550 crores would 
be needed to provide support to the 
surpluses flowing to the markets. 

Besides this financial strain, the pub¬ 
lic distribution system involved a heavy 
loss - of Rs 24 per quintal due to ex¬ 
penditure on procurement, distribution 
and carrying stocks. Hitherto some of 
the burden could be shared with cheaper 
imported wheat but that cuhsion is no 
longer available this year because of 
the stoppage of imports of PL 480 
wheat. If procurement prices remain 
unchanged and about five million 
tonnes of wheat is distributed, the loss 


to the exchequer would be of the order 
o f , R » ,120 crores. With the additional 
1.5 million tonnes likely to be added to 
the wheat stocks this year, and likely 
increase in distribution to 5.5 million 
tonnes, the total subsidy might rise to 
Rs 132 crores this year. In view of these 
facts, the Agricultural Prices Commis¬ 
sion (APC), in its report on price policy 
tor Rabi foodgrains for the 1972-73 
season, has suggested that the procure- 
ment price (which in fact is the support 
price) for wheat should be reduced 
ftom Rs 76 to Rs 72 per quintal for 
Mexican and common white indigenous 
varieties of wheat. In the case of the 
indigenous red varieties the recommen- 
ded price for 1972-73 is Rs 66 per quin¬ 
tal as against Rs 71 to Rs 74 as fixed by 
the state governments last year. 

. There is corsiderable logic and sense 
m the recommendation of the APC for 
a reduction in the support prices of 
wheat. The wholesale issue price of 
wheat has increased by more than 100 
per cent between 1964 and 1971. Where¬ 
as in 1964 the issue price of white im¬ 
ported wheat was Rs 37.51 per quintal, 
it has been as high as Rs 78 per quintal 
I for three years i.e. from 1969 to 497). 
The APC has come to the view that this 
recommended fall of about four rupees 
per quintal in the support purchases 
of wheat will not in any way hurt the 
volume of production in the coming 
years. In fact, the margin of profitabi¬ 
lity of this crop will remain comfort- 
able .even after the proposed reduc¬ 
tion in support purchases. 

The chief ministers of states, who met 
in the capital on April 13, recommen¬ 
ded, as a body that no reduction in the 
procurement prices of wheat should be 
made this year, although voices of dis¬ 
sent were raised by the chief ministers 
of such states as Mysore, Orissa, West 
Bengal and Jammu and Kashmir. The 
central government has agreed to 
abide by the opinion of the majority of 
the states and its decision to maintain 
the status quo in regard to the procure¬ 
ment and issue prices for wheat during 
1972-73 was announced in the Lok 
Sabha on April 17. 

The APC based its recommendation 
for reduced procurement prices on 
cost data from the wheat-producing 
states; its case was strong but it suffe¬ 
red from some snags. First, the govern¬ 
ment had delayed inordinately its deci¬ 
sion in this regard with the result that in 
some states such as Gujarat and Maha¬ 
rashtra where the current wheat crop 
has already been harvested, some pur¬ 
chases have been made by the official 
agencies at the prices prevailing last* 
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year. The volume of purchases so 
made might be small but the wheat- 
producing states can legitimately cite 
that as a case of discrimination. Second, 
the wheat-producing states made the 
legitimate point that the procurement 
prices should be announced before the 
sowing of the Rabi crop. Third, some 
confusion prevails in regard to the cost 
of production of wheat. The APC, for 
reason bests known to it, has not re¬ 
leased the cost data on which it has 
based its recommendation. It is, how¬ 
ever, reliably learnt that there is wide 
difference in the cost of wheat produc¬ 
tion between Punjab and the western 
districts of Uttar Pradesh, the latter hav¬ 
ing shown significantly lower costs than 
the former. Similarly no break-down 
is available in regard to the procurement 
charges fixed at Rs 11.02 per quintal, 
storage, movement and distribution 
charges at Rs 6.94 per quintal and 
carrying charges of buffer stocks at Rs 
7.94 per quintal. The chief ministers 
opined that there was some room for 
reduction in these overhead costs and 
an effort should be made to bring 

Dark areas in 
banking 

That the banking system in this coun¬ 
try even after the nationalisation of 14 
commercial banks needs to be reor¬ 
ganised so as to bring better life to its 
people is axiomatic, but, thanks to the 
Banking Commissioner’s observation 
to this effect, this view has since re¬ 
ceived the stamp of authority. This, 
however, is not to say that, since na¬ 
tionalisation, banks have made no 
effort at all in this direction: only they 
have had no time to make the requisite 
effort, being preoccupied with adjust¬ 
ing themselves to their new and extended 
role. During the past few years they 
have been striving to achieve new goals, 
as Mr B.N. Adarkar, Chairman of the 
Indian Banks’ Association (IBA), 
told the twenty-fifth annual general 
meeting of Association. To quote his 
own words, “since nationalisation, banks 
have been trying to extend their services 
to the poor and the underprivileged and 
to widen the range of their activities to 
productive endeavours everywhere.” 
This process has not been easy, as wit¬ 
ness the falling off in quality in bank 
service, which may bejsaid to be more 
than proportionate to the sharp rise in 
the performance of our banks in quanti¬ 
tative terms. Is it any surprise, there¬ 
fore, that this aspect of the matter has 
begun to attract the attention of all 


aboqt economies in such expenditure. 
Because detailed break-down of these 
data have not been made available 
either by the APC or the Food 
Corporation of India or the states, 
it is hard to draw any conclusion. 
However, if there is any room for 
manoeuvrability, every effort should 
be made to locate, define and 
exploit it. 

According to the latest directive of 
the government of India, a special 
committee will go into the cost data 
and submit a report within two months. 
The Agricultural Prices Commission, in 
turn, will examine it and submit its 
recommendations well in advance of 
the sowing of the Rabi crop. If it is 
found that the cost is not as high as is 
claimed by the wheat-producing states 
and that there is justification for some 
reduction in procurement prices so as 
to provide relief to the public exche¬ 
quer as well as the consumer, the central 
government should not hesitate to 
come to its own decision and stick to 
it, the farm lobby notwithstanding. 


bankers lately? The speeches of both 
the IBA chairman and Dr R.K. Ha- 
zari, Deputy Governor, Reserve Bank 
of India, chief guest at the IBA an¬ 
nual general meeting, fully bear out this 
concern. 

After outlining what banks have done 
and endeavoured to do—increasing the 
number of bank offices, making inno¬ 
vations in lending and enlarging the 
range of banking services generally, as 
also equipping themselves with the re¬ 
quisite staff and simultaneously under¬ 
taking training programmes for this 
staff — Mr Adarkar pointed to a glar¬ 
ing lacuna, viz. absence of guidance in 
making lending innovations, so neces¬ 
sary at a time of transition such as this, 
“a transition from lending for ready¬ 
made viable schemes backed by talen¬ 
ted entrepreneurs having a credit and 
business standing or proven integrity 
to preparing small people to launch 
pioneering schemes on a smaller scale 
by developing economic, technical and 
financal infrastructure and by placing 
a trust in their capacity and integrity”. 
Realising the difficulties of mastering 
these new techniques and applying 
them, the IBA rightly hit upon the 
idea of disseminating information on 
successful attempts towards lending 
innovations and thereby expediting the 
process. The first such essay is a plan 
prepared by it for more efficient out- 
station collections, a matter on which 
customers of banks have been greatly 


exercised and one which formed the 
subject-matter of several discussions 
between the IBA and business interests, 
at a recent meeting at the Indian 
Merchants’ chamber, Bombay. 

Outstation collections constitute a 
major area of public contact for the 
banks and, as the IBA plan released by 
Dr Hazari on the occasion of the silver 
jubilee notes, the qualify and efficiency 
of banking services are in fact tested by 
the public by their experience of collec¬ 
tions. That there has been considerable 
dissatisfaction about difficulties and de¬ 
lays in this regard is evident from the 
number of complaints that one hears 
from all sections of the public, in parti¬ 
cular trade and industry. It is not the 
customers alone that suffer by this; 
banks and their staff also have to ex¬ 
pend a lot of time both in dealing with 
complaint arising from outstation col¬ 
lections of cheques and bills and in 
straightening them out, which not only 
means additional costs but loss of pub¬ 
lic goodwill as well. Taking note of this, 
it may be noted here that the Banking 
Commission has made a pointed refer¬ 
ence to this function of bankers and 
has recommended that, in order to 
avoid inconvenience to customers and 
as a measure of self-discipline, banks 
should either credit collection proceeds 
to their customers’ accounts, or return 
the dishonoured instruments to them 
within a specified period. 

The IBA also felt concerned about 
this and it is only after holding extensive 
discussions with representatives of banks 
and making a detailed analysis of all 
factors and areas responsible for delays 
in collections that it has now come out 
with a plan for ensuring speedy and 
efficient realisation of outstation collec¬ 
tions. What is notable about the IBA 
plan is that it can be implemented by 
banks within their existing collection 
and staffing systems without making any 
basic changes in them. Alt that it sug¬ 
gests are certain immediate measures 
to cut down delays. Implied, therefore, 
is the fact that this is but an immediate 
remedy for a difficult situation, as also 
the indication that the IBA expects 
eventually to find a more enduring long¬ 
term solution involving systems, staffing 
pattern, pioductivity, etc. The IBA 
is indeed gearing itself for this and 
other tasks, to judge from the wholesale 
reorganisation of the Association with 
a view to functioning as an advisory 
service organisation, which is as it 
should be in the altered context of 
the Indian banking system today. 

In the course of his address. Dr 
Ann, 21,1972 
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Hazari no jjbubt look credit for the 
quantitative performance of the tank¬ 
ing system gut, at the same' time, he 
conceded that a lot of new activities of 
tank* had been taken up without 
much of an organisational support and 
g ran^Hmca “with more enthusiasm than 
preparation.*’ Hence his emphasis on 
much greater attention than in the past 
“to build up banking on a sustained 
basis of modern systems and modern 
ways of organisation with greater atten¬ 
tion to manpower planning and train¬ 
ing." He also made a pointed reference 
to what he described as the "dark area" 
in banking, i.e. the utilisation of fairly 
well-paid manpower. In other words, 
he seemed to subscribe to the generally 
held public view that, though tank staff 
is better paid than other white-collared 
workers, it has not responded fully by 
giving of its best to bank customers. 
Although he did not say so in so 
man y words, he was presumably referr¬ 
ing to bank strikes on one count or 
other. “There is hardly an occasion,” 
he said, “on which all banks are fully 
at work; hardly a day passes with all 
tanks participating in all the clearings 
all over the country.” This surely is a 
matter which will have to receive con¬ 
siderable attention, as he said, if only to 
give much greater importance to the 
demand of the public for good service 
than anything else. 

The Reserve Bank Deputy Governor 
also alluded to the fact that the banking 
system was somewhat oyer-extended, 
because the pace of lending had out¬ 
stripped the growth of resources. This, 
he went on to say, had since been cor¬ 
rected and so he expected it would be 
possible for the banking system to 
bring about a rationale consistent with 
national objective and profitable em¬ 
ployment of resources. How this is go¬ 
ing to be brought about is worth watch¬ 
ing. For this is certainly no easy task. 
In the first place, as Dr Hazari himself 
noted, the priority sector financing is, 
and must be, really priority sector 
financing and, what is more, he felt 
certain that the pace of such lending 
could be stepped up further. Secondly, 
there are various other demands, such 
as food procurement and foodgrains 
storage (he might have added storage of 
other commodiities also, such as sugar, 
fertiliser, cotton and what not) upon 
the tanking system which are irresis- 
table. Here, again, Dr Hazari felt very 
large amounts of bank funds would 
continue to be tied up this way. (About 
nine per cent of total public sector 
banks’ credit is now deployed in food 
procurement Besides, he recognised 
other demands arising from the fact 


that the economy is poised not only for 
a recovery but a leap forward. And yet 
the Deputy Governor seemed, more 
optimistic than ever before that the 

K owth of credit would bring about a 
itter balanced credit portfolio in the 
tanking system. Evidently this "better 
balanced credit portfolio” applies only 
to credit to priority sector, for he did 
not seem much concerned, nor say 
anything about the credit needs of non- 
priority sectors or how these should be 
taken care of. 

As for credit to the priority sector 
itself, it is noteworthy, Dr Hazari had 
some sensible points to make. Thus, 
while he agreed that aspirations should 
be high and that a lot more still needed 
to be done, he cautioned tanks that even 
for this purpose resorting to the Reserve 
Bank must be regarded as only by way 
of a facility and not a resource and, for 
that reason, only temporary and not all 
along the year. Secondly, he made it 
clear that, so long as deficit financing 
of the government remained substantial, 
there was no alternative for the Reserve 
Bank of India but to follow a cautious 
monetary policy. As such the Reserve 
Bank must continue to advise banks 
to operate within the resources mobi¬ 
lised by them, those already mobilised 
and those to be mobilised in future. 

That all is not that well with the 
internal working of the banks was clear 
from some of the exhortations made to 
bankers by Dr Hazari. For instance, he 
said there has to be some kind of quick 
attention to faster reconciliation of 
inter-branch accounts. Then, he wanted 
a constant review of the returns called 
for from the branches so as to cut 
down the number of returns. Thirdly, 
he stressed the need for co-ordina¬ 
tion between bankers. State Bank of 
India, Reserve Bank and central go¬ 


vernment (why not also state govern¬ 
ments and other credit institutions?). 
But he took care to warn that co-ordi¬ 
nation could not be made a convenient 
umbrella under which many things 
could to made to take shelter. And, 
while on this point, he made it clear — 
and this is the crux of his address — 
that "bankers are responsible for the 
money entrusted to them and whatever 
they might do of information and ex¬ 
perience of anything else, the responsibi¬ 
lity of money entrusted to them is of 
bankers and this is something which 
cannot be shared”. 

Another point, for clarifying which 
many bank customers would feel grate¬ 
ful to Dr Hazari, was that “as far as in¬ 
dividual accounts are concerned, banks 
are responsible for the accounts of 
their individual clients.” But, after 
saying that “the banker alone can be 
held responsible for individual ac¬ 
counts", he also added: “Furthermore, 
bankers' are responsible to the duly 
constituted authorities inside and out¬ 
side the bank.” One other point of 
Dr Hazari, a point that required making 
and also one that requires to be more 
widely publicised than through an add¬ 
ress to a closed-door meeting of tankers, 
was that “there cannot be any question 
of distribution of money on a per 
capita basis. Money has to be given for 
viable proposals for which the tankers 
have to take responsibility”. This 
means that, even while conforming to 
the priority sector criteria and after all 
consultations, the banker has to take the 
ultimate responsibility both for decid¬ 
ing whether a given proposal is viable 
or not and for making the loan he finally 
decides to give. No banker worth his 
salt would shirk this responsibility, but 
he must have complete protection 
against political pressure to be able to 
discharge it to his satisfaction. 
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Towards 

increased 

canalisation 

The import policy for 1972-73 has a 
number of depressing features, the 
most disconcerting being the pride of 
place given to the state trading agencies 
in regard to imports. No less than 
56 new items have been added to the 
list of canalised commodities which will 
raise the imports of public sector by 
nearly Rs 100 croies this year. In 
overall terms, the share of the public 
sector in total imports is expected to 
rise from 70 to 75 per cent which is of 
course in keeping with the package of 
promises which the ruling party made 
in its election campaigns. In fact, 
the government is committed to the 
take-over of the entire import trade 
irrespective of its impact on the produc¬ 
tive machinery and the prospects for 
enhanced exports. 

The objection of the business commu¬ 
nity to canalisation of imports has been 
not on ideological basis but purely for 
pragmatic reasons. The chief fault with 
the public sector agencies is that, be¬ 
sides the monopoly position enjoyed by 
them, they are incompetent in more 
ways than one and this has an unfa¬ 
vourable effect on the working opera¬ 
tions of the manufacturing and trad¬ 
ing units which arc mostly in the private 
sector. Failure to arrange timely im¬ 
ports, placing orders for wrong types 
of goods and charging high prices for 
basic raw materials arc some of the 
evils which have haunted the opera¬ 
tions of these agencies and which have 
very often hurt the working results of 
the industries dependent upon them. 
The statement for 1971 -72 of Mr Prakash 
Tandon, Chairman of the State Trading 
Corporation, lists a number of account¬ 
ing ratios to demonstrate its superior 
working results but has little to say 
about the above-mentioned complaints 
of its clients. Mr Tandon has refrained 
from discussing the basic questions 
i.c. pricing of imported goods, timeli¬ 
ness of imports and disturbance in the 
supply line because of the faulty or in¬ 
adequate understanding of its officials 
in regard to the products needed by 
the consuming industries. 

The suspension of US aid has been 
causing some anxiety to this country. 
This is evident from the frequency with 
which the word “self-reliance” is being 
used in official (and unofficial) pro¬ 


nouncements. The import policy also 
extoh this sentiment for “self-reliance” 
by adding as many as 160 items to the 
banned list, taking the total to 330. 
The imports of 87 items have been 
slashed; last year no less than 67 items 
had come under the axe. It is an easy 
exercise to ban or curtail the imports 
of commodities but this should not be 
undertaken absent-mindedly. The Mi¬ 
nistry of Foreign Trade is well-known 
for this, the most recent incident being 
its decision to change in the middle or 
the year the procedure for recording 
exports in 1970-71 which gave a statisti¬ 
cal boost of more than Rs 100 crores 
and provided some psychological satis¬ 
faction to the ministry. It could pat 
itself on the back for increase in ex¬ 
ports which in fact had not taken 
place. 

The ban on the imports of a large 
number of items coupled with sizeable 
reduction in the volume of imports 
of many others is likely to create 
shortages if simultaneous efforts 
arc not made to increase the production 
of these items in the country. Short¬ 
ages inevitably lead to rise in prices 
which in turn cause inflationary pres¬ 
sure. Consequently, export items 
arc affected in the sense that they are 
priced out in highly competitive mar¬ 
kets. Instead of gloating over its po¬ 
licy of curtailment in imports, the Mi¬ 
nistry of Foreign Trade owes it to the 
people to see that unnecessary h rd- 
ship is not caused due to a rise in prices 
and the volume of exports is not re¬ 
duced because of the domestic prices 
having been put out of tunc with inter¬ 
national prices. 

The policy in regard to priority in¬ 
dustries has been couched in language 
which indicates as if the government has 
taken a liberal attitude but the use of 
the phrase “subject to availability of 
foreign exchange” tends to dampen the 
spirit in view of the uncertainties 
involved. 

While it has assured that the 
import requirement of 59 priority in¬ 
dustries would be met as before, in the 
case of “selected priority industries” 
a further concession has been promised 
in that import licences for raw materials 
and components would be granted, on 
merits, for increased values. What is 
more, in cases where increased output 
would directly save on present imports 
and the saving in foreign exchange would 
be at least 50 per cent higher than the 
value for which additional raw materia! 
imports would be allowed, an assurance 


has been held out for imports of in¬ 
creased values. The small-sector has 
been given an assurance for liberal treat¬ 
ment in this regard. 

■if 

The central point however remains 
how the government is likely to face the 
situation if the US attitude to aid to 
this country does not change. Granted 
that this country has a comfortable 
position in regard to reserves but once 
their level is reduced to meet currant 
needs, the economy would be exposed 
to severe risks for facing unforeseen 
contingencies. The obvious solution 
lies in increased exports which do not 
seem to be doing as well as the pro¬ 
nouncements of the Ministry of Foreign 
Trade tend to show. It is however 
hoped that the incentives provided to 
exporters might result in some rise in 
exports. The eligibility for preferred 
sources of supply and facilities for ex¬ 
pansion in export production have been 
indicated for industrial units in the 
priority sector exporting 10 percent 
or more of their output. Even non¬ 
priority industries with similar export 
performance will be treated on a par 
with priority industries. 

The constitution of a “Steel Bank” by 
Hindustan Steel Ltd for organising 
bulk imports of steel for sale to manu¬ 
facturers is no doubt a welcome step. 
To the same catcogory belongs the 
setting up of the 1RMAC — a subsidiary 
of the STC — which is expected to un¬ 
dertake bulk imports of raw materials. 
How far both these undertakings will 
be able to buy goods at economic prices 
and hand them over to actual users with¬ 
out undue overhead charges remains 
to be seen. Past experience in this 
regard has not been a happy one as 
both the SIC and the MMTC are 
known to have charged heavy overheads 
on certain items though the overall 
profitability of the state trading 
organisations may not work out to be 
exorbitant in view of losses incurred 
elsewhere. A suggestion has been made 
by some associations that a bank should 
also be set up for non-ferrous metals 
so as to feed the indigenous units but 
unless adequate experience has been 
pained by the public sector undertakings 
in the purchase and distribution of these 
metals, no hurried step need be taken 
in this regard. The extension of facili¬ 
ties to export houses, the small-scale 
industries in backward areas and the 
closed units (for restarting production) 
has been assured in the new import po¬ 
licy but it is feared that the gap bet¬ 
ween promise and performance may be 
very wide. 
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Let’s get punts Of view 


Robert S. McNamara 

I 

Brief and Candid 

This is the first opportunity I have had 
since becoming President of the World 
Bank to attend a session of the United 
Nations Conference on Trade and De¬ 
velopment, and 1 am very pleased to be 
here. 

What 1 have to say will be brief and 
candid. 

My view is this: 

The state of development in most of 
the developing world today is un¬ 
acceptable — and growing more so. 

It is unacceptable, not because there 
hasn't been progress in the past 20 
years — and particularly in the de¬ 
cade of the sixties — but because 
development programmes have been 
directed largely at gross economic 
goals, and have failed to insure that 
all nations, and all groups within 
nations, have shared equitably in the 
economic advance. 

As the second Development Decade 
unfolds, the mistakes of the past have 
begun to be perceived, but neither 
the developing nor the developed na¬ 
tions have moved to deal with them 
effectively. Finally, if the state of 
development today is unacceptable— 
and it is — we must not waste time 
looking foir villains in the piece, or 
even worse, waste energy in fruitless 
confrontation between rich nations 
and poor nations. Rather, the en¬ 
tire international development com¬ 
munity — all of us —must promptly 
move forward with practical mea¬ 
sures which are conceptually sound, 
financially feasible, and which can 
command the requisite public sup¬ 
port. I hope to suggest some of these 
today. 

I have said that I believe the stale of 
development in most of the developing 
world today is unacceptable. 

It is unacceptable, but not because 
there has not been progress. There 
has been. The total economic growth, 


on with 


Address delivered by the President or the World 
Bank on April 14, at the United Nations Con¬ 
ference on Trade nnd Development held in 
Santiago, Chile. 


measured in GNP terms, for the deve¬ 
loping countries during the first De¬ 
velopment Decade was impressive. For 
some of these countries it was the most 
successful decade — measured in these 
gross economic terms—in their history. 

But such economic measurements, 
useful as they arc. can he seriously 
inadequate. 

II 

Inadequate, Unacceptable 

What is inadequate about I hem is 
that they do not, in themselves, tell us 
much about what is happening to the 
individual lives of great masses of 
people in the devcl »ping contnrics. 

But the improvement of the individual 
lives of the great masses of people is, 
in the end, what development is all 
about. 

What are we to say of a world in 
which hundreds of millions of people 
are not only poor in statistical terms, but 
are faced with day-to-day deprivations 
that degrade human dignity to levels 
which no statistics can adequately des¬ 
cribe? 

A developing world in which child¬ 
ren under age live account for only 
20 per cent of the population, but 
for more than 60 per cent of the 
deaths. * 

A developing world in which 
two-thirds of the children who have 
escaped death will live on, restricted 
in their growth by malnutritio.i —a 
malnutrition that can stunt both bo¬ 
dies and minds alike. 

A developing world in which there 
are 100 million more adult illiterates 
than there were 20 years ago. 

A developing world, in short, in 
which death and disease are rampant, 


it 


education and employment scarce, 
squalor and stagnation common, and 
opportunity and the realisation of 
personal potential drastically limited. 

This is the world of today for the two 
billion human beings who live in the 
more than 95 developing countries 
which are members of the World 
Bank. The personal catastrophe that 
affects the individual lives of hundreds 
of millions of these individuals is such 
that we can no longer take much satis¬ 
faction in the simple statistical achieve¬ 
ment of the overall GNP growth goa‘ 
of five per cent by the close of the first 
Development Decade. 

To begin with, that average .figure 
conceals the fact that the growth "rate 
was very uneven among the developing 
countries: and that income grew the 
least where it was needed the most — 
in the poorest countries, with the lar¬ 
gest aggregate population. 

Based on a study of the individual 
countries, the picture that emerges 
demonstrates just . how uneven that 
growth has been. 

The major oil-exporting countries, 
with less than four per cent of the 
population, enjoyed a GNP growth 
rate not of five per cent, but of 8.4 
per cent. 

The developing countries with a per 
capita GNP exceeding $500, with nine 
per cent of the population, had a 
growth rate of 6.2 per cent. 

The countries with a per capita GNP 
between $200 and $500, with 20 per 
cent of the population, had a growth 
rate of 5.4__per cent. 

And the poorest countries - ■ those 
with a per capita GNP of less than 
S 200 •— with an overwhelming 67 per 
cent of the population, had a growth 
rate of only 3.9 per cent. 

So the first obvious conclusion is that 
by lumping all developing countries 
together, and measuring progress by an • 
average GNP growth rate for the entire 
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group, we obscure the significant diffe¬ 
rences between these countries. 

What is more, we obscure the even 
larger differences in their per capita 
income growth. 

In the poorest countries, with 67 per 
cent of the population, per capita in¬ 
come during the first Development De¬ 
cade grew at only 1.5 per cent annually. 

In the two middle categories of 
countries, per capita income grew 
far faster than that — 2.4 per cent 
and 4.2 per cent respectively. 

)n -the oil-exporting countries, it 
grew more than three times as fust: 
5.2 per cent. 

But what is most misleading of all 
is to assume that once we have cal¬ 
culated the GNP growth rate of a parti¬ 
cular developing country, and then 
expressed it in per capita terms, we have 
arrived at a sound picture of the level 
of economic development in the 
country. 

We have not. 

For rates of growth of GNP, and 
of GNP per capita, tell us nothing 
about how income is actually distri¬ 
buted within a country. 

Ill 

Maldistribution of Income 

Such evidence as is available suggests 
that even the developing countries 
which have registered significant gains 
in GNP growth rates are plagued with 
severely skewed income distribution 
patterns. 

In the last decade Brazil’s GNP per 
capita, in real terms, grew by 2.5 per cent 
per year, and yet the share of the natio¬ 
nal income received by the poorest 
40 per cent of the population declined 
from 10 per cent in 1960 to eight per 
cent in 1970, whereas the share of 
the richest five per cent grew from 29 
per cent to 38 per cent during the same 
period. In GNP terms, the country did 
well. The very rich did very well. But 
throughout the decade the poorest 40 
per cent of the population benefited 
only marginally. 

In Mexico the picture is similar. 
Over roughly the past 20 years, the 
average income per capita grew, in 


real terms, at three per cent per year. 
The richest 10 per cent of the popula¬ 
tion received about half the total na¬ 
tional income at the beginning of the 
period and an even larger share at the 
end of the period (49 per cent in 1950 
and 51 per cent in 1969). But the share 
of the poorest 40 per cent of the people 
was only 14 per cent in 1950, and dec¬ 
lined to 11 per cent in 1969. The share 
of the poorest 20 per cent during the 
same period sank from six to four per 
cent. 

India's position 

in India, there has been progress in 
overall GNP growth during t e past 
decade. But, today, some 40 per cent 
of the entire population— 200 million 
people — live beneath a poverty line: 
a line defined as the point at which seri¬ 
ous malnutrition begins. And the evi¬ 
dence is that the poorest 10 per cent of 
the nation— 50 million people — have 
not only not shared in the progress of 
the decade, but may even have grown 
poorer. 

These examples are not atypical. A 
recent study of income distribution 
patterns in more than 40 developing 
countries estimates that at the begin¬ 
ning of the first Development Decade 
the average share in the national in¬ 
come of the richest 20 per cent of the 
people was 56 per cent — but the share 
of the poorest 60 per cent of the people 
was only 26 per cent. Although compar¬ 
able data for the beginning of the 
second Development Decade are as 
yet too sketchy to draw detailed conclu¬ 
sions, preliminary indications are that 
this severely distorted income distribu¬ 
tion is not only continuing, but in many 
countries may be growing worse. The 
poor are sharing only to a very limited 
extent in the benefits of growth. 

Why is this the case? 

The reasons, of course, arc complex. 
We still have far more questions than 
answers, but I believe that certain points 
are clear. 

To begin with, economic growth is 
a necessary condition of development in 
any poor country — but it is tar from 
being a sufficient condition. 

Without a climate of growth, the 
domestic savings and export earnings 
crucial for internal investment simply 



cannot be mobilised. That is obvious 
enough. 

What is less obvious is that economic 
growth in a poor country, in its early 
stages, is likely to penalise the poorest 
segment of the society relative to the 
more affluent sectors unless specific ac¬ 
tion is taken to prevent such an effect. 

This is particularly true of those sub¬ 
sistence agrarian economies in which 
economic growth began with a narrow 
but intense exploitation of rich natural 
resources. The historical experience of 
these situations is that unless the go¬ 
vernment takes steps to broaden the 
base of development by rapid reinvest¬ 
ment of the export revenues from such 
resources, the income share of the 
poorest 60 per cent of the population 
declines, and the income share of the 
richest five per cent increases. 

Even the small middle-income group 
in such societies — the approximately 
20 per cent of the population whose 
average share of the national income 
clusters near the median point — even 
this incipient middle class receives a 
declining share of the nationa income 
when growth is sudden and too con¬ 
fined to enclave types of activity. 

Poor become poorer 

As development in a poor country 
broadens its base, the middle-income 
group begins to benefit. This group 
prospers, largely as a function of its 
education and employment opportuni¬ 
ties. But the 30 to 40 per cent of the 
total population, who range from the 
poor to the very poor, continue to re¬ 
ceive a disproportionately small and 
frequently declining share of national 
income. Typically, it is these poorest 
40 per cent who are most vulnerable to 
the economic hardships associated with 
high birth rates, poor educational 
opportunities, mounting inflation, the 
difficulty of obtaining credit for family 
farming or small-scale local enterprises, 
and this migration from a stagnant 
countryside to a jobless urban slum. 

What this amounts to in most deve¬ 
loping countries is a desperate and 
seemingy self-perpetuating situation. 

What can be done about it? 

What must be done about it is to 
reduce the crushing disparities of 
opportunity. 

To begin with, there must be more 
equitable and comprehensive tax mea- 
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sores; laod reform laws; tenancy secu¬ 
rity policies; and, above all, concrete 
programmes to increase the producti¬ 
vity of small farmers. And not just 
programme and measures languishing 
in legislative debate and delay, or lost 
in legal complexities so hedged about 
with exceptions that they end by being 
more rhetoric than reality. What is 
required are feasible fiscal, agrarian, 
and educational reform measures that 
can be fully and fairly enforced. What 
is needed most of all is a determination 
to move against the inequities of income 
distribution. 

There is no need to point out that 
this is politically difficult. Without 
question it is. But when the distribution 
of land, income, and opportunity be¬ 
comes distorted to the point of despera¬ 
tion, what political leaders must often 
weigh is the risk of unpopular but neces¬ 
sary social reform — against the risk 
of social rebellion. 

“Too little too late” is history’s most 
universal epitaph for political regimes 
which have lost their mandate to the 
demands of landless, jobless, disenfran¬ 
chised and desperate men. 

new thinking needed 

What I am suggesting is that we 
should stop thinking of massive po¬ 
verty in a developing country as simply 
a symptom of underdevelopment — 
and begin, rather, to think of it as a 
condition that must be attacked within 
the framework of the nation’s overall 
development programme. 

If developing countries themselves 
do not adopt the policies to deal with 
this problem, there is little that inter¬ 
national institutions and other external 
sources of aid can do to help the poorest 
40 per cent of their peoples — those 40 
per cent who suffer the greatest depri¬ 
vations, and who are in the most des¬ 
perate need. 

But if the developing countries do 
adopt policies to insure that the benefits 
of growth will be more equitably dist¬ 
ributed among their own peoples, then 
these countries both need and deserve 
the assistance necessary to insure that 
a reasonable rate of overall growth can 
be achieved. That is why the second 
Development Decade’s goal of six pc.' 
cent growth in GNP per year was estab¬ 
lished. It is in my view a necessary and 
an attainable target. But it cannot be 


met unless external assistance, in the 
form of both aid and trade, is made 
available in amounts larger than those 
which now appear likely. 

IV 

Need for Assistance 

The developed countries in adopting 
the strategy for the second Develop¬ 
ment Decade, and in support of the 
growth target, stated that the level of 
external aid to be provided in the form 
of official development assistance 
should reach .7 per cent of their GNPs 
by 1975. 

Where do we stand today in that 
effort? 

A number of the developed countries 
have made significant progress towards 
the objective, as the table below indi¬ 
cates. However, on the basis of present 
indications, only two (Norway and 
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Sweden) will reach or exceed the targets. 
Six more (Australia, Belgium, Canada 
Denmark, France, and the Netherlands, 
will come close. Four other will subs¬ 
tantially increase their percentage but 
still fall well below the target (Austria 
Japan, Switzerland, and the United 
Kingdom). And the contribution from 
the United States which accounts for 
roughly half of the total GNP of such 
countries, continues to decline. It has 
already fallen from above . 5 per cent 
of GNP in th early years of the last de¬ 
cade to . 31 per cent in 1970. It is likely 
to fall further to around .24 per cent 
by 1975. 

I feel obliged, therefore, to conclude 
that the total flows of ODA for the 
first half of the decade are likely to 
average out at approximately .35 per 
cent of GNP, only half of the second 
Development Decade target. 

This is a most unwelcome conclusion. 
But we must face facts. Not only is 
there no evidence that ODA as a per- 


Projected Flow of Official Development Assistance Measured as a per cent of 

Gross National Product* 



1970 

1971 

1972 

1973 

1974 

1975 

Australia 

.59 

.58 

.59 

.59 

.59 

.60 

Austria 

.13 

.16 

.17 

.19 

.22 

.25 

Belgium 

.48 

.51 

.54 

.58 

.62 

.66 

Canada 

.43 

.45 

.48 

.51 

.55 

.59 

Denmark 

.38 

.43 

.48 

.53 

.58 

.64 

France 

.65 

.65 

.65 

.65 

.65 

.65 

Germany 

.32 

.31 

.32 

.33 

.33 

.34 

Italy 

.16 

.16 

.16 

.16 

.16 

.16 

Japan 

.23 

.24 

.29 

.31 

.33 

.35 

Netherlands 

.63 

.64 

.64 

.64 

.65 

.68 

Norway 

.33 

.36 

.4/ 

.56 

.66 

.72 

Portugal 

.45 

.41 

.45 

.45 

.45 

.45 

Sweden 

.37 

.49 

.52 

.60 

.74 

.88 

Switzerland 

.14 

.16 

.22 

.26 

.30 

.32 

United Kingdom 

.37 

.38 

.38 

.38 

.41 

.43 

United Statds 

.31 

.31 

.30 

.28 

.26 

.24 

Total DAC : 

.34 

.35 

.35 

.35 

.35 

.35 


♦Countries included arc members of OECD Development Assistance Com¬ 
mittee, accounting for more than 95 per cent of total Official Development Assis¬ 
tance. Projections are based on World Bank estimates of growth of GNP, on 
information on budget appropriations for aid, and on aid policy statements made 
by governments. Because of the relatively long period of time required to change 
legislatively authorised levels of aid, and then to translate legislative authorisa¬ 
tions first into commitments and later into dibursements, it is possible to project 
today, with reasonable accuracy, ODA flows (which by definition represent dis¬ 
bursements) for 1975. 
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centage of GNP will rise above one-hall 
of the target rate by 1975, but unless 
there are prompt and marked changes 
in attitude, it is difficult to foresee any 
great improvement in the second half 
(Ithe decade. 

Was the . 7 per cent target too ambi¬ 
tious? Are the difficulties within the 
domestic economies of the developed 
countries such that it is unrealistic to 
assume they can afford this degree of 
assistance "to international develop¬ 
ment? 

Certainly not. 

1 have pointed out the severe mal¬ 
distribution of income and wealth which 
exists within the developing countries, 
and I have stressed that these nations 
must act to shape future economic 
growth in such a way as to redress that 
imbalance. But an analogous situation 
exists in the distribution of the world's 
wealth and income — there is severe 
maldistribution between the rich na- 
tionsand the poor nations — and given 
that fact, one must face up to analo¬ 
gous conclusions. 

During the first Development De¬ 
cade, the total GNP of the world in¬ 
creased by $1,100 billion. That is an 
increase in income almost beyond com¬ 
prehension. 

maldistribution of income 

But how was that growth in income 
distributed throughout the world? 

Eighty per cent of the increase went to 
countries where per capita incomes al¬ 
ready average over $1000 — and they 
contain only one-quarter of the world’s 
population. 

Only six per tent of the increase went 
to countries where per capita incomes 
average $200 or less — but they contain 
60 per cent of the world's people. 

Today the average per capita income 
in the developed countries is approxi¬ 
mately $2400. The comparable figure 
for the developing countries is $180. 
By 1980, after the 25 per cent of the 
world's people who live in the developed 
countries once again receive 80 per cent 
of the total increase in the world’s in¬ 
come, their per capita income will 
have risen by some $ 1200. The compara- 
able iagbase in the per capita income 
of ths per cent of the world’s peo¬ 


ple who live in the developing countries 
—even if the second Development De¬ 
cade growth objective is achieved— 
will be less than $100. 

The collective GNP of the developed 
countries in 1970 totalled roughly 
$2000 billion. In constant prices, it is 
projected to grow to at least $3000 
billion by 1980. 

What this means is that in order to 
raise the current ODA flows of .35 
per cent to the targeted .7 percent, the 
developed countries would need to 
devote only about 1.5 per cent of the 
amount by which they themselves will 
grow richer during the decade. 

The remaining 98.5 per cent of their 
incremental income will provide them 
with sufficient funds to meet their do¬ 
mestic priorities. 

weak of will 

Granted these facts, are we to say 
seriously that these wealthy countries 
cannot reach the ODA target of . 7 per 
cent of their combined GNPs? 

It is manifestly not a case of their 
being unable to afford it. 

Nor, in my view, are the reasons for 
the serious shortfall in ODA the lack 
of generosity of the peoples of the de¬ 
veloped world, or their indifference to 
justice. 

It is much more a matter of igno¬ 
rance: a failure to comprehend the 
inhuman conditions which characterise 
the lives of hundreds of millions of 
people in the developing countries; a 
failure to grasp how severe the mal¬ 
distribution of income actually is bet¬ 
ween rich nations and poor nations; 
and a failure to understand how modest 
are the amounts of the wealthy nations’ 
incremental income which, if made 
available to the developing countries, 
would make so great a difference in their 
ability to meet minimal growth objec¬ 
tives. 

It is said that in wealthy countries 
the case for foreign assistance has no 
constituency. I do not believe that is 
true. What I do believe is that the 
constituency in most of the countries 
must be better informed, better mobi¬ 
lised, and better motivated. In the end, 
that is a matter of leadership. 

But if that constituency in important 
parts of the developed world remains 


POI NTS OF VIEW 

at its present'leyel of concern — and 
governments continue to reflect this 
—then one is compelled to conclude 
that the flow of ODA will remain at 
its present wholly inadequate level 
throughout the decade. 

In view of the degree of poverty that 
oppresses the human spirit in so much 
of the world, that would be tragic. Let 
me, for a moment, analyse what in 
fact that failure would mean. 

The ODA deficit will penalise the 
poorest countries the most. It is unlikely 
that they will be able to reach the 
growth target. Their need for ODA is 
the greatest, and if it stagnates at its 
present level, they will feel the effects 
the most severely. 

But for even those developing count¬ 
ries which are somewhat better off, 
a deficiency in ODA will force them to 
seek external finance from less desirable 
sources — particularly sources demand¬ 
ing high rates of interest or early re¬ 
payment. The danger of over-reliance 
on such sources is well known: it adds 
significantly to short and medium- 
term debt burdens by mortgaging larger 
proportions of export earnings, and, 
in the event of an unexpected decline 
in those earnings, it can cause severe 
strains on the whole of the economy. 


The Debt Problem 

The truth is: if ODA flows level off 
at substantially less than the target 
for the decade, mounting debt problems 
for the developing world are inevitable. 

Achievement of the six per cent GNP 
growth objective would require an in¬ 
crease in the volume of imports by over 
seven per cent a year. This increase 
would, in the main, have to be financed 
by a rapid growth in export earnings, 
as 1 will note in a moment. But even if 
these, earnings increase at a rate greater 
than imports, the trade deficit, which 
would have to be financed by grants and 
external borrowings, would grow by 
approximately 7.5 per cent a year in 
current prices. In these circumstances, 
in the face of an ODA deficit, the de¬ 
veloping countries would either have to 
reduce their rates of growth, or increase 
their debts above reasonable levels. 
Both are likely. 

Since the mid-1950’s, publicly gua¬ 
ranteed debt has been growing at about 
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14 per cent a year. At the end of 1971 
it stood at over $60 billion and annual 
debt service exceeded five billion dol¬ 
lars. Servicing of debt since the mid- 
1950’s has been growing at the same 
average annual rate of about 14 per cent. 
This is about twice the rate at which 
the export earnings, from which the 
debt must be serviced, have been grow¬ 
ing. Such a relationship cannot conti¬ 
nue indefinitely. 

With the prospect of a leveling off 
of ODA at far less than the targeted 
amount, and its partial replacement 
with financial assistance on harder 
terms, debt service ratios will inevitably 
rise. Debt financing has a continuing 
role in development. But it has its 
outer limits of prudence and these must 
be recognised by debtors and creditors 
alike. 

VI 

Expansion of Trade 

If they are to offset shortfalls in 
ODA, and keep debt burdens within 
manageable proportions, it is clear that 
the developing countries’ most impera¬ 
tive need is greatly to expand their ex¬ 
port earnings. 

How can this be done? Can it be 
done at all? 

It can. But only by difficult economic 
adjustments, broad policy changes, 
and astute political leadership in the 
rich and poor countries alike. 

The general outline of the problem is 
clear enough. From an export point 
of view, there arc three broad categories 
of developing countries: 

Those countries which expert fuel. 
Fuel exports account for a third of 
all export earnings in the developing 
world, and are growing at an average 
rate of 10 per cent a year. But three- 
quarters of these substantial earn¬ 
ings go to only six countries, con¬ 
taining less than three per cent of the 
world’s population. 

Those countries, many of them with 
very low income, which remain high¬ 
ly dependent on exports of agricul¬ 
tural products. 

Those countries, many of them in 
the middle-income group, which have 
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the possibility of increasing their 

earnings through exports of manufac¬ 
tures. 

The relative inelasticity of demand for 
agricultural raw materials means that 
the growth of exports of primary com¬ 
modities, excluding fuel and minerals, 
is not likely to exceed three or four 
per cent a year. However, even for 
countries dependent on the exports of 
such products, the developed countries 
can provide assistance. 

They can negotiate stabilisation 
agreements — on the international 
coffee agreement model—for cocoa and 
other commodities. Such agreements 
might provide for multilateral financial 
assistance. 

And the wealthier nations could well 
afford to leave more of their markets 
open to agricultural imports from de¬ 
veloping countries. Agricultural pro¬ 
tectionism, particularly in the climate 
of inflationary food prices in wealthy 
nations, makes neither domestic nor 
international sense. The sugar beet 
growers of the temperate countries, for 
example, have other ways of earning 
their living; the sugarcane growers of 
the Caribbean, Mauritius, and Fiji 
do not — and the same could be said 
for many other commodities. 

growth target 

For countries with greater capabilities 
for the export of manufactures—count¬ 
ries whose populations total over one 
billion — we have estimated that ac¬ 
hievement of the six per cent growth 
target will require an increase in their 
export earnings, in current prices, of 
nearly 10 per cent a year. This, in turn, 
necessitates an annual increase of their 
manufactured exports of 15 per cent 
a year. 

Can this rate of growth be achieved? 

It is in the manufactured-products 
sector that world demand grows fas¬ 
test, and the record of the developing 
countries in this sector during the 
sixties was impressive. Their manu¬ 
factured exports did in fact grow at the 
rate of about 15 per cent a year. 

What is needed in the seventies is that 
the momentum be maintained. The 
natural comparative advantage for de¬ 
veloping countries lies clearly in those 
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manufactured products which have a 
high labour input, or which utilise abun¬ 
dant domestic materials. These include 
items such as textiles, garments, foot¬ 
wear, vegetable oils, processed food¬ 
stuffs, plywood, furniture, glassware, 
plastic and wooden products, and elec¬ 
tronic and engineering sub-assemblies. 

But though demand exists for these 
manufactures in the developed count¬ 
ries, the developing nations have in 
sonic cases clung too long to inward- 
looking, import-substitution policies— 
policies which may have been approp¬ 
riate at earlier stages of their industrial 
growth, but which now unnecessarily 
hobble export promotion efforts. 

specific actions 

There are a number of specific actions 
which governments in these situations 
can take. They can reduce the heavy 
protectionist tariffs on necessary inputs; 
supply local credit on more reasonable 
terms for small, labour-intensive, ex¬ 
port-oriented enterprises; and adopt 
and maintain realistic exchange rates. 

But if the developing countries must 
realign their industrial policies to move 
from reliance on import substitution to 
greater efforts at export promotion, the 
developed countries must make just as 
great a shift from excessive protection¬ 
ism to more equitable and less restric¬ 
ted import policies. 

Tl is, for example, wholly illogical, 
after 20 years of development assistance 
to poorer countries, for the wealthy na¬ 
tions to negate that effort by maintain¬ 
ing higher tariffs on the manufactured 
goods these poorer countries export 
than on manufactures from their afflu¬ 
ent counterparts. But that is precisely 
what the wealthy countries are doing. 
The levels of tariffs on imports of manu¬ 
factured goods from rich and poor trad¬ 
ing partners respectively average out in 
the United Stales to seven and 12 per 
cent, in the United Kingdom to nine 
and 14 per cent, and in the European 
Community to seven and nine per cent. 

But it is not only the level of tariffs 
that is discriminatory against the de¬ 
veloping countries. It is their structure. 
For tariffs rise with the degree of fabri¬ 
cation. In the United States, there is 
no customs duty on hides and skins, 
but tariffs on leather are five per cent, • 
and on shoes 10 per cent. Similarly, 
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in the European Community, cocoa 
beans from non-associated countries 
carry a three per cent duty, while pro¬ 
cessed cocoa products must bear an 
18 per cent tariff. This manifestly 
means that processing — even simple 
processing — can by such tariffs be 
priced out of the developing country’s 
most appropriate markets. 

Even more repressive of the develop¬ 
ing countries' export opportunities is 
whole series of restrictive non-tariff 
barriers which rich qpuntries have erec¬ 
ted over the years. These take the form 
of quotas, subsidies, and various prefe¬ 
rential purchasing arrangements. 

One of the most important elements 
in the strategy of the second Develop¬ 
ment Decade is that the wealthier count¬ 
ries should grant preferential treatment 
to the manufactured exports of the 
developing countries. Japan, the Nor¬ 
dic countries, and the European Com¬ 
munity have adopted this proposal, with 
various limitations, and other developed 
countries are considering it. 

essential requirement 

It is essential that this plan be carried 
out in full, but much more is required. 
The proposed preference agreement 
would increase the developing countries’ 
exports of manufactures by only about 
8 one billion a year. And if these coun¬ 
tries are to maintain the necessary 
momentum of a 15 per cent growth in 
manufactured exports, their annual 
volume—which rose from less than $ two 
billion in 1960 to 8 seven billion in 
1970—will have to quadruple to 828 
billion by 1980. 

That is clearly going to be an enor¬ 
mous task. But one must not dismiss 
its feasibility, and certainly not on the 
grounds that it would impose an intole¬ 
rable import burden on the wealthy 
countries. Should the 828 billion in 
exports from developing countries be 
achieved, it would amount to only 
about seven per cent of the expected 
manufactured imports of the affluent 
countries, and would represent less than 
one per cent of their GNP. 

The volume of trade in manufactured 
goods among the developed countries 
themselves is massive, and mutually 
beneficial. The rich nations accept huge 
quantities of manufactures from one 
another. There is no logical mason to 
suppose that it would not be equally 
beneficial — indeed, in terms of true 


comparative advantage, even more bene¬ 
ficial — for these highly industrialized 
nations to open a greater share of their 
expanding market for manufactured 
goods to the developing nations. 

The rich nations’ absorptive capacity 
for such goods is immense, and by 
accepting the more labour-intensive 
manufactured items from the developing 
countries, they can turn their atten¬ 
tion to where their own true compara¬ 
tive advantage lies: to the production 
of more sophisticated items, and those 
employing capital-intensive technology. 

It is precisely these goods that the 
developing countries will increasingly 
require, and a vast potential market 
exists among them for such imports 
provided they can secure, in return, an 
adequate share of the market for their 
own manufactured goods. 

But even those who accept the pro¬ 
bability of long-term gains to the de¬ 
veloped countries from opening their 
markets to the imports from the de¬ 
veloping nations may point to the short¬ 
term pains of adjustment. Much of 
the rising tide of protectionism springs 
from the fears of those whose jobs and 
investments will be displaced. 

It is a political fact of life that the 
developed countries must adopt realis¬ 
tic adjustment policies to cushion the 
impact of import competition by re¬ 
training, relocation, and refinancing. 
Few have done so to date. Until they 
do, labour and management opposition 
to trade liberalisation will be great — 
— and justly so. 

In sum, what we should all be seek¬ 
ing in development trade policies—both 
agricultural and industrial — is closer 
approximation to the principle of true 
comparative advantage. The basis for it 
exists in both the developed and the de¬ 
veloping countries, but both must be 
prepared to modify inward-looking 
policies in order to achieve it. Only in 
an environment of more liberal inter¬ 
national trade can the efforts of inter¬ 
national and national aid agencies to 
improve the conditions of life id the 
developing world be fully effective. 

VII 

The World Bank 

It is in this context that I would like 
to add a word about the World Bank. 

Some four years ago, we set out in 


rams or wiw 

the Bank on a Five-year Programme. 
Our overall objective was that the Bank 
Gtoup should lend roughly twice as 
much in the five years ending June 30, 
1973, as it had in the previous five- 
year period; or to put it another way, 
that in the Five-year Programme period 
it should lend a total that would 
approach the entire amount lent in the 
first 23 years of the Bank’s operations. 

Taking into account the operating 
programme for the current fiscal year, 
and the prospects for the following and 
final year of the Five-year Programme, 
it now appears probable, assuming rati¬ 
fication of the Ihird Replenishment of 
IDA, that the total of new investments 
in the five-year period will in fact sur¬ 
pass the initial objective of $11.6 bil¬ 
lion, and the total cost of Bank-suppor¬ 
ted projects should exceed 830 billion. 

Our goals also included trebling lend¬ 
ing in the field of education, and quad¬ 
rupling it in the agricultural sector. 
These goals, too, are being met. 

another objective 

Still another objective we have pur¬ 
sued is to give greater emphasis to 
assisting the very poorest among our 
member countries — countries with 
per capita incomes of $100 or less. Our 
estimate is that during the five-year 
period from 1969 to 1973 we will have 
assisted the poorest countries with a 
total of 215 separate projects. The com¬ 
parable figure for the first 23 years of 
the Bank's activities — from 1946 to 
1968—was 158. 

Now that we are approaching the end 
of our Five-year Programme, we are 
giving concerted attention within the 
Bank to what wc can most usefully do 
to assist our developing member count¬ 
ries in a second Five-year Programme 
from FY 1974 to 1978. These will be 
crucial years for the success of the 
second Development Decade, and we 
intend to play as productive a role as 
possible. 

It is already clear that there will be a 
pressing need for an expansion of 
IBRD lending, and for a substantial in¬ 
crease in IDA assistance during the 
Fourth Replenishment Period. We are 
confident that the necessary increases 
in IDA assistance, and in other forms 
of ODA as well, can be achieved. These 
achievements would to facilitated if 
plans were made to link the financing 
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of such aid, cither directly or indirectly, 
to future issues of Special Drawing 
Rights. 

1 want to conclude by summarising 
the chief points I have put before you 
today: 

There is an urgent need to relate 
the goals of national growth to rea¬ 
listic targets of more equitable income 
distribution. A climate of economic 
growth is necessary for the advance¬ 
ment of the developing peoples, but 
it does not in itself assure equitable 
participation in the fruits of that 
growth. 

Unless this is done by the develop¬ 
ing countries themselves, no amount 
of external assistance, whether in the 
foim of aid or trade, will do much to 
improve the welfare of the lower 40 
per cent of their populations which 
are living in conditions of the most 
abject poverty. 

The six per cent growth goal establish¬ 
ed for the second Development De¬ 
cade cannot be met without substan¬ 
tial flows of Official Development 


Assistance. But current and projected 
flows of ODA—at less than half their 
stated target — are wholly inade¬ 
quate. Unless ODA expands, the 
poorest countries will simply be un¬ 
able to reach their objectives, and 
many of the others will face increas¬ 
ingly serious problems of debt. 

Even with ODA flows at the targeted 
level of .7 per cent of GNP, achieve¬ 
ment of the second Development De¬ 
cade’s growth goal would require 
substantial trade assistance to the 
developing countries by the wealthy 
nations. Action must be taken to help 
stabilise and expand the agricultural 
exports of those developing nations 
which are dependent on them. And 
for those countries with the potential 
for exports of manufactured goods, 
discriminatory barriers to markets 
must be removed and preferences 
made available. 

J ust as we must conclude that it is the 
responsibility of the political leaders 
of the developing nations to recog¬ 
nise the inequities that exist within 
their nations and to move to correct 


wmrsDf hhm 

them, so we ‘must likewise conclude 
that the wealthy nations of the world 
— possessing 25 per cent of its people, 
but 80 per cent of its wealth —should 
move now to provide the additional 
assistance, in the form of aid and 
trade, which the developing nations 
need to meet minimum national goals. 
That additional assistance can be 
financed by diverting but a tiny per¬ 
centage of the incremental income 
which will accrue to the developed 
countries during the 1970’s. 

Our clear duty for the remainder 
of this decade is to face up to mass 
poverty for what it realty is, determine 
its dimensions, locate it whereabouts, 
set a limit beneath which we will not 
accept its continuance, and make our 
first priority a threshold of human dig¬ 
nity and decency which is achieveabTe 
within a generation. 

That, ladies and gentlemen, is how I 
—for one — view the development 
task. 

What we need most to do is to get on 
with it. 


Enough to 

Sagittarius go round 


The current busy season has ended 
for all practical purposes and the sche¬ 
duled commercial banks did not have 
difficulty at any stage in meeting the re¬ 
quirements of industry and trade in 
spite of some complications arising out 
of a new pattern of trade being develop¬ 
ed by us with Bangladesh and the com¬ 
pulsion to buy large quantities of raw 
cotton by official agencies for bolster¬ 
ing drooping prices. Even with a higher 
level of economic activity the increase 
in advances between October 29, 1971, 
and April 7, 1972 came down to the 
very low level of Rs 80.55 crores from 
Rs 207.45 crores. The comfortable posi¬ 
tion of the banking system will be evi¬ 
dent from the fact that it has not been 
necessary for it to depend to any great 
extent on outside support. The borrow¬ 


ings of the scheduled commercial banks 
have recorded a net decrease in a twelve 
month period ending April 7, 1972, by 
about Rs 190 crores. 

The growth in advances would of 
course have been more pronounced but 
for the sharp decline in sugar production 
and the consequent absence of the usual 
seasonal increase in stocks. The Food 
Corporation of India also has not been 
obliged to effect procurement pur¬ 
chases out of kharif crop on the antici¬ 
pated scale and some sales also have 
had to be effected out of stocks in order 
to bring down wheat prices in the open 
market as these were tending to rise 
awkwardly for some time. The supply 
of large quantities of foodgrains to 
Bangladesh could not, however, have 


been responsible for a contraction of 
credit extended by the banking system 
as the central government would have 
been anxious to get some advantage for 
its budgetary position by utilising no- 
tionally stocks which had been paid for 
by it out of its own resources or which 
had been created out of concessional 
food imports. 

There could not have been any large 
element of wheat imported under the 
PL 480 agreement as releases should 
have been effected for meeting commit¬ 
ments to the statutorily rationed areas 
and for sale through fair price shop in 
order to keep down the cost of subsidy 
as low as possible. But the volume of 
completely owned stock should have 
been about two million tonnes as pro- 
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curement credit at the end of January 
this year was around Rs 415 crores. The 
exact quantity supplied to Bangladesh 
so far is not known. Assuming how¬ 
ever, that it would have been around 
six lakh tonnes, the government can 
still meet the needs of Bangladesh for 
three or four months without being ob¬ 
liged to draw on stocks which had been 
acquired to a great extent with the help 
of credit from banks. 

There has of course been an offsetting 
effect in the shape of bumper cotton and 
oilseed crops. With an estimated in¬ 
crease in the yield of the 1971-72 cotton 
crop by even 12 lakh bales, the co¬ 
operative societies in Maharashtra and 
Gujarat have been busy for some time 
past effecting purchases for preventing 
distress sates by cotton growers. The 
Cotton Corporation of India also has 
been busy absorbing surpluses though 
it has not made much headway so far. 

The developments in the money mar¬ 
ket in the first five months of the 1971- 
72 busy season have thus been rather 
tame. With a contraction in sugar 
stocks alone over a year by about 
800,000 tonnes resulting in a release of 
funds for over Rs 80 crores the effect 
of a further expansion of procurement 
credit during the same period has been 
largely neutralised. As there has also 
been a big increase in deposits in a little 
over live months ending April 1972 by 
Rs 170 crores, the amounts borrowed 
from the central banking institutions 
could be casly returned even after in¬ 
creasing investments in approved secu¬ 
rities. 

borrowings wiped out 

It is quite likely that by the end of 
April borrowings would have been vir¬ 
tually wiped out even though it had 
been expected earlier by the monetary 
authorities that banks might have to 
make a conscious effort to prune credit 
for keeping down borrowings. 

For the first time in recent years there 
is thus the prospect of the banking sys¬ 
tem being completely free of any liabi¬ 
lity to the Reserve Bank against short¬ 
term refinance facilities at the end of a 
busy season. This is indeed a happy 
development and the monetary authori¬ 
ties should be feeling relieved over this 
situation in which it is possible to meet 
all needs with owned resources of banks 
and avoid an accentuation of infla¬ 
tionary pressures at a time when the 
overdrafts of the state governments 


with the Reserve Bank has risen to the 
staggering total of Rs 666 crores on 
April 7, 1972. 

It is likely, however, that there will 
be some new developments in May- 
July which may result in effect in an 
extension of the busy season in a diffe¬ 
rent form. During this period there 
may have to he purchases of raw cotton 
by all agencies which could be respon¬ 
sible for a net increase in stocks by 
even 400,000 bales calling for an immo¬ 
bilisation of funds to the extent of 
Rs 80 crores. At the same time there 
may have to be heavy procurement pur¬ 
chases of wheat by the Food Corpora¬ 
tion and other agencies. This is not an 
unusual feature as in the second quarter 
of every year since 1969-70 it has been 
necessary to expand credit for this 
purpose on a large scale. 

record crop 

On the present occasion, however, 
these purchases may have to be effec¬ 
ted in larger quantities if the estimates 
of a record crop prove to be correct. 
It had been hoped that there would be 
important decisions relating to the 
lifting of statutory rationing in the few 
areas where it still remains in force. Also 
there should have been logically some 
understanding about the quantity that 
would have to be procured at the sti¬ 
pulated prices and the net additions to 
buffer stocks that would have to come 
about only in pursuance of support 
operations, the prices for wheat being 
fixed at lower levels for this purpose, 
in view of the successful opposition 
from the main producing states to a 
reduction in procurement prices and 
the compulsion to procure whatever 
surpulsjes fhat are offered by Punjab, 
Haryana and Uttar Pradesh in a short 
period there will have to be an increase 
in advances which may amount to even 
Rs 250 crores if there are heavy mar¬ 
ketable surpluses. Thus between raw 
cotton and wheat alone credit may have 
to be expanded for Rs 330 crores. 

Against this expansion there will 
of course be a reduction in sugar stocks 
by from 600,000 to 700,000 tonnes. 
If it can be assumed therefore that 
the increase in stocks of cotton may be 
offset by a reduction in sugar stocks 
and a drop in advances in other direc¬ 
tions, the expansion of credit for pro¬ 
curement purposes may prevent an 
accumulation of resources with the 
banking system after the end of the 
official busy season. There is, however. 
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usually a more pronounced growl h in 
deposits with tne commencement of 
the slack season and excepting for the 
bulges in credit that may be experienced 
with a bunching of purchases and im¬ 
ports of cotton and an intensification 
of procurement of foodgrains, it should 
be possible to avoid heavy borrowing 
from the central banking institutions. 
The scheduled commercial banks, 
however, may have to and like to, 
lake advantage of refinance facilities 
available on a concessional basis 
against advances for priority purposes 
in order to meet statutory liquidity 
obligations. There may therefore, 
technically be an increase in borrowings 
from the existing low levels and banks 
may not be having that embarrassment 
of surplus resources which it was 
thought it would have at one stage. 
The borrowing programme of the cent¬ 
ral and state governments can, how¬ 
ever, be completed satisfactorily and 
the targets even exceeded as there 
would be an assertion of slack reason 
trends after July. 
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Our Parliamentary Correspondent 

’New Delhi, Saturday 

PRESS GALLERY 



The Lok Sabha debate on the next 
year's central budget entered its second 
phase this week when this House took 
up for deliberations ministry-wise de¬ 
mands for grants. The highlight of the 
proceedings of the Upper House was 
the diseussion on the mid-term apprai¬ 
sal of the fourth Plan. 

The demands for grants of three 
ministries — the Ministry of Irrigation 
and Power, the Ministry of Education, 
Social Welfare and Culture and the 
Ministry of Science and Technology - 
were adopted this week. 

Although several members, both be¬ 
longing to the treasury benches and the 
opposition, felt that the government 
had failed to accord high priority to 
irrigation and power in the development 
plans of the country, the criticism was 
by no means carping as could be expect¬ 
ed in view of the clamour for more and 
more water to irrigate the agricultural 
fields and the growing shortages ot 
power in various regions. The members 
generally remained content with asking 
for augmenting the power and irriga¬ 
tion facilities in their areas. Only some 
called for a national policy in these two 
vital sectors. 

rural electrification 

The tardy pace of rural electrification 
was adversely commented upon by some 
members. The recurrent floods in some 
parts of the country were a source of 
anxiety for several others, particularly 
those from Bihar. The inter-state diffe¬ 
rences over the development of water 
resources also figured prominently in 
the debate. Pertinent reference in this 
connection was made to the Narmada 
project which has been inordinately 
delayed because of lack of agreement on 
it between Gujarat, Madhya Pradesh, 
Maharashtra and Rajasthan states. It 
was suggested that the dispute over 
this project should be expeditiously re¬ 
solved through the intervention ol the 
central government—if need be, through 
the intervention of the'Prime Minister 
herself. 

The Minister for Irrigation and 
Power, Dr K.L. Rao, in his reply to 


this debate, urged the members to have a 
national outlook in the matter of de¬ 
velopment of irrigation and power re¬ 
sources. He indicated that work on the 
linking of the Ganges with the Cauvery 
would be taken up soon. A UN team, 
he revealed, had already examined this 
scheme; its report was expected within 
a couple of months. Dr Rao signifi¬ 
cantly assured the House that the crea¬ 
tion of the natural water grid would not 
deprive any area of its existing water 
resources; only surplus waters that 
caused floods would be allowed to flow 
into the areas which needed water. 

new approach 

In the field of power. Dr Rao indi¬ 
cated a new approach to the drawing 
up of the future development plans. 
The centre, he said, would henceforth 
like to have greater control over the 
generation and transmission of power. 
The role of the state governments would 
be restricted to the distribution of 
power in their areas. 

Dr Rao felt confident that the govern¬ 
ment would be able to double power 
production in the country — from 20 
million KWs to 40 million KWs per 
annum — by the end of the fifth Plan. 
By then, an additional 20 million acres 
of land would be brought under irriga¬ 
tion. He admitted that inter-state dis¬ 
putes like the one over the Narmada 
project had delayed the execution of 
several schemes, but hoped that the 
situation would improve soon. From 
Dr Rao’s observations, it appeared that 
the government would concentrate more 
on completing the schemes and projects 
already in hand before embarking upon 
new jobs. A judicious policy iudeed! 

The debate on the demands for 
grants of the Ministry of Education, 
Social Welfare and Culture, however, 
was a very acrimonious affair. The 
government was taken to task for the 
falling educational standards, the slow 
progress in the imparting of primary 
education, the continued neglect of re¬ 
gional languages, and for not evolving 
an education system suited to the chan¬ 
ged ■ circumstances after the indepen¬ 


dence of the country. It was argued that 
even though education was a state sub¬ 
ject, the centre could not escape the 
blame for the failures on this front. 
Two or three members even suggested 
that education may be made centre’s 
responsibility. 

Some members called for an increase 
in the Plan outlays on education, parti¬ 
cularly for technical education. It was 
pleaded that education shoutd be made 
job-oriented. The institution of public 
schools came in for a good deal of criti¬ 
cism at the hands of the leftist members. 
A Congress member urged that the text¬ 
books brought out by the National 
Council for Educational Research and 
Training should be adopted by all the 
states at least in science and mathe¬ 
matics. A Jana Sangh member desired 
that an institution should be set up 
in Delhi for the study of classics of 
Hinduism, Buddhism and Jainism. The 
cause of teachers was championed by 
several members who called for an 
improvement in their lot. The present 
examination system, it was urged by 
several members, ought to be changed. 

lot of depressed 

Some members pointed out that the 
lot of scheduled castes and tribes had 
not improved much during the past 25 
years. Concerted efforts, therefore, 
needed to be made in this regard. 

The Minister for Education, Mr S. 
Nurul Hasan, in his reply, dwelt at 
some length upon the limitations of the 
central government in the sphere of edu¬ 
cation—it being a state subject. 
But he refrained from expressing any 
opinion on whether education should 
be made centre's responsibility. He, of 
course, indicated that in consultation 
with the University Grants Commission, 
the central government was trying to 
evolve a new system of education. It 
was envisaged to set up a chain of model 
schools in different parts of the country 
which would impart education as well 
as become centres of youth activity and 
community life. Beyond this, he did 
not spell out the changes in the educa- 
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tional systlm which were contemplated. 

Mr Hagan revealed that the govern* 
meat would soon bring before the House 
a bill to amend the charter of the Ali¬ 
garh MusUm University. He, however, 
assured the Muslim League member, 
Mr Sulaiman Sait, that the proposed 
legislation would not seek to change the 
present minority character of this uni¬ 
versity. Referring to the lot of schedu¬ 
led castes and tribes, Mr Hasan said 
that some fresh thinking would have to 
be done in the government in this re¬ 
gard. 

The main highlight of the debate on 
the demands for grants of the Ministry 
of Science and Technology was the 
hope held out by the Minister for Plann¬ 
ing, Science and Technology, Mr C. 
Subramaniam, that all graduate en¬ 
gineers and post-graduate scientists 
who did not have any gainful employ¬ 
ment at present, would be given jobs 
within the next two years. This obser¬ 
vation came from the Minister in reply 
to- the scathing criticism voiced by 
several members about the growing 
unemployment of engineers in the 
country. 

crash programme 

Mr Subramaniam revealed that the 
National Committee on Science and 
Technology was working out a crash 
programme for providing employment 
to engineers and scientists. In drawing 
up this programme, care would be taken 
that the scientific effort was directed 
towards meeting the essential mini¬ 
mum needs of the people by the end of 
the fifth Plan. Another guideline for 
the NCST was that all research and 
development effort would have to be 
towards the achievement of self-reliance, 
which meant lessening dependence on 
foreign technology and the promotion 
of indigenous skills and know-how. 
The technology which had already been 
imported in the countn would have to 
be improved by the Indian scientists. 
Only technology which was absolutely 
essential for the nation's development 
and which could not be evolved within 
the country would be allowed to be im¬ 


ported from abroad in future. 

Another important announcement 
which Mr Subramaniam made was that 
not a single worthwhile research project 
would-be allowed to suffer for want of 
funds. He defended the government’s 
decision to join the Ministry of Science 
and Technology with the Planning Com¬ 
mission which he was heading. The 
planners, he said, benefited from this 
arrangement. The programmes of 
science and technology, he added, could 
also be fully integrated with the de¬ 
velopment schemes through this 
{arrangement. 

P Mr Subramaniam rejected the charge 
of some members that the government 
had delayed decision on the Sarkar 
Committee report on the Council of 
Scientific and Industrial Research. De¬ 
cisions on all the recommendations of 
this committee regarding the structure 
and functioning of the CSIR, he assured, 
had been taken and implemented. 

acrimonious debate 

The Rajya Sabha debate on the mid¬ 
term appraisal of the fourth Plan was 
a much more acrimonious affair than 
the Lok Sabha deliberations on this 
issue last week. The sharpest attack on 
government’s economic policies in this 
debate came from the Young Turk, 
Mr Chandra Shekhar. He took the go¬ 
vernment to task for not trying to curb 
monopoly and concentration of 
economic power and for wasting a 
lot of money on such things as the small 
car project. “In every sphere of social 
welfare’’, Mr Chandra Shekhar asser¬ 
ted, “we have lagged behind our tar¬ 
gets”. 

Another notable speech was made by 
Mr T.A. ‘Pai, former Chairman of the 
Life Insurance Corporation, who has 
been recently elected as a member of the 
Upper House. He stressed the need for 
raising production and thought that the 
attitude of the people in administration 
would have to be changed drastically if 
the problems of the country had to be 
solved. Mr Pai ftirther sugggested that 
we should switch over from the concept 
.of gross national product $o the idea of 


gross national welfare. He emphasised 
the importance of housing as well as 
the development of dry farming. 

The Jana Sangh spokesman. Dr Bhai 
Mahavir. felt that the mid-term apprai¬ 
sal was a disappointing and perplexing 
document because “it shows that we 
are in the soup but does not show the 
way of getting out of the soup”. He 
emphasised the need for changing the 
basic strategy of planning. Greater 
stress, he opined, should be put on 
minor irrigation projects and fostering 
of small industres. Dr Mahavir also 
called for the containment of the non- 
developmental expenditure of the go¬ 
vernment and mobilisation of resources 
for development from the agricultural 
sector. 

employment situation 

A good deal of concern was also 
voiced by members over the deterio¬ 
rating unemployment situation and rise 
in prices. The need for accelerating the 
development of backward areas was 
stressed by many. 

Winding up the debate, Mr C. Sub¬ 
ramaniam assured the House that the 
government would make whatever 
structural changes were necessary in 
any sphere to achieve the fourth Plan 
targets. If it meant pulling down some 
structures, they would be pulled down. 
The Minister for Planning, Science and 
Technology reiterated government's re¬ 
solve to eradicate poverty, reduce un¬ 
employment, remove economic dispari¬ 
ties and inculcate further self-reliance. 
He urged members to suggest ways and 
means to achieve these ends. The si¬ 
tuation in the country, he pointed out, 
was explosive. “If we don’t move fast, 
we would be thrown out,” he cautioned. 
Most of the other observations of Mr 
Subramaniam were on the lines of his 
address to the Lower House last week. 

In a discussion in the Lok Sabha on 
the report of the Agricultural Prices 
Commission onrabi grains, most of 
the participants expressed themselves 
against reduction in procurement prices 
lest the “green revolution” should suffer 
a setback. They pointed out that 
agricultural costs were going up. , 
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Nixonomics 


I 

Will Nixon Liston to 
Galbraith ? 

A challenging article, published in 
the latest issue of the National West¬ 
minster Bank’s Quarterly Review (41 
Lothbury, London E.C. 2.), by Pro¬ 
fessor O.J. Firestone of the University 
of Ottawa, gives a Canadian view of the 
economics of President Nixon. 

In the course of his 17 page dis¬ 
cussion^ Professor Firestone argues that 
market forces alone cannot be relied 


on to achieve balanced and satisfactory 
economic growth without inflation — 
a point which J.K. Galbraith has been 
stressing for years and which most poli¬ 
ticians and economists have rejected. 
But Nixonomics implies the validity 
of Galbraithian reasoning. 

Galbraith says that about half of 
US private production comes from 
some 2,000 large companies and an¬ 
other half from some 12,000,000 far¬ 
mers, small merchants, small manu¬ 
facturers, independent enterprises, pro¬ 
fessionals and service enterprises. In 
this half the market still works and it 
is this half that feels most the impact 
of anti-inflationary action. 

The big corporations together with 
the big unions set the wage-price pat¬ 
tern. Most of the time they resist go¬ 
vernment efforts by fiscal and mone¬ 
tary policies to reduce inflation. Unions 
keep asking for higher wages as unem¬ 
ployment rises. The big corporations 
pass on increased costs in higher prices, 
even in a recession. Reduction in de¬ 


mand brought about by increased taxes 
and tight money does not alter the in¬ 
fluence of large firms and unions on 
wages and prices, and these keep on ris¬ 
ing. In this half of the economy, the 
market has been countered. More¬ 
over, despite government inter¬ 
vention, private power reigns supreme 
and private planning sets the tone for 
the economy as a whole. As Galb¬ 
raith says: 

“With the rise of the big corporation 
and the strong union there was no 
longer any certainty that fiscal and mo¬ 
netary restraint, acting on aggregate 


demand, would reduce prices or even 
keep them from increasing. The large 
corporations now set their prices. And 
unions now had the power to seek the 
wage increases and associated gains 
that it is the business of unions to ob¬ 
tain. And as unions became a common¬ 
place of life, corporations no longer 
found it possible or wise to resist wage 
increases... The reduction in aggre¬ 
gate demand by which Keynesian 
policy expresses itself, unless applied 
with extreme severity, no longer affec¬ 
ted the ability of the strong union to 
get wage increases or the strong corpo¬ 
ration to pass then on in its price.” 

Galbraith asserts that, for the first 
time in US peacetime history, Nixono¬ 
mics acknowledges the market’s failure 
and puts forward a programme of 
public planning to counteract private 
planning. He says: 

“The action of President Nixon is 
the culminating step in a long, though 
still only dimly perceived, process by 
which practical Economic policy has 
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been re-adapted from that which is 
relevant to a market system to that 
which is relevant to an informal plann¬ 
ing system centring on the large corpo¬ 
ration — one that involves a good deal 
of management of the consumer, ex¬ 
tends to the state and involves also the 
modern union. It is another and in some 
ways final step in the evolution of the 
advanced industrial sector of the mo¬ 
dern economy from a market to a 
planning system.” 

Thus, Nixonomics recognises five 
facts that are stronger than political 
expediency: 

(1) The USA cannot continue to 
bear as great a share of the interna¬ 
tional burden as it has during the last 
twenty-five years. Other well-to-do 
nations must play their part. (2) The 
USA must bring its economic rela¬ 
tions with other countries into better 
balance, which means that the USA 
needs trade and monetary concessions 
as much as other less powerful econo¬ 
mies. (3) The USA, without necessarily 
abandoning outward-looking orienta¬ 
tion, must give greater priority to do¬ 
mestic requirements such as fighting in¬ 
flation, raising levels of employment and 
increasing productivity. (4) The USA 
must demonstrate greater staying po¬ 
wer in pursuing a steadfast course at 
home and abroad; this means tougher 
dealing with (a) domestic pressure 
groups and (b) concession-seeking fo¬ 
reign nations. (5) The USA needs in¬ 
creasingly to counteract private power 
exercised by large corporations and 
big unions over wages and prices. 
Whether this will mean permanent wage 
and price controls in key economic 
sectors, or in some other form, time will 
tell. 

phase II policies 

Following the 90-day wagc-price- 
rent freeze, the US Adminstration em¬ 
barked on Phase II of anti-inflationary 
policies, establishing a pay board with 
representatives of business, labour and 
the general public, to frame regula¬ 
tions setting up'limits for increases in 
wages and salaries in conformity with 
the national objective of combating in¬ 
flation. Companies with 5,000 emplo¬ 
yees or more must obtain prior ap¬ 
proval of wage and salary increases; 
companies employing between 1,000 
and 5,000 must report pay changes; the 
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rest need nit report but are subject to 
spot checks. 

A. non-representative Price Commis¬ 
sion has been set up to keep increases 
in prices and refits within bounds. 
Companies^ with sales of over 8100 
million must obtain prior approval of 
price adjustments and report quarterly 
prices, costs and profits. The arrange¬ 
ments for companies with less than 
$100 million in sales are more flexible, 
and reporting requirements for small 
businesses are minimum. 

The Cost of Living Council continues 
as an unbrella policy organisation. 
For example, the council set a national 
target of price increases for 1972 at 
between two and three per cent. 

The Internal Revenue Service has 
the task of surveying compliance with 
the Board and the Commission’s regu¬ 
lations. Contravention, a criminal 
offence incurs fines of up to $5,000. 
civil penalties of $2,500, and restitution 
proceedings. 

Several new committees seek, to se¬ 
cure voluntary restraint of interest 
rates, dividends, and health costs, and 
offer advice on how to achieve greater 
stabilisation in matters concerning 
state and local government employees. 
The Construction Industries Stabilisa¬ 
tion Committee was continued with 
its liaison with the Pay Board. Proposals 
were submitted to Congress for revision 
of the Economic Stabilisation Act of 
1970, including strengthening of its 
constitutional base, authority for the 
President to control interest rates and 
dividends, expanded enforcement pro¬ 
visions, the establishment of a Tempo¬ 
rary Emergency Court of Appeals, and 
an extension of the Act of 30 April 
1973. 

sartax raised 

Meanwhile the Senate approved 
amendments to the Administration’s 
tax bill which authorised the President 
to raise the surtax on all commodity 
imports by product or country to 15 
per cent from 10 per cent imposed on 
August 15, and to establish quotas in 
the event of another balance-of-pay- 
ments emergency. It included the Do¬ 
mestic International Sales Corporation 
proposal and empowered the Presi¬ 
dent to reimpose an excise tax on fo¬ 
reign cars from countries discriminat¬ 
ing against US cars. However, follow¬ 
ing the agreement on currency realign¬ 
ments in the Group of Ten, the 10 per 
cent surcharge on imports and the 


“Buy American’’ aspects of the invest¬ 
ment tax credit have been withdrawn, 
but the world has had warning of how 
readily the Senate and Congress accept 
protectionist measures. 

II 

A New-Look Incomes Policy? 

In essence, the 90-day freeze and the 
Phase II programme is a new attempt 
at an incomes policy. Will it work? 
Professor Firestone answers: Over the 
short term — yes: over the long term 
—no. Some short-term improvements 
in the domestic economic situation, 
in part the result of the new economic 
policy, have occurred. 

The real question is: Can an in¬ 
comes policy be maintained over the 
longer term and can it control some 
of the basic economic problems facing 
the USA? 

During the past twenty-five years. 
European countries have experimented 
with incomes policies — all the way 
from guidelines to complete wage-price 
freezes. Some policies failed: some 
achieved partial results; some were 
moderately successful, as was the wage- 
price freeze in the UK during the second 
half of 1966. 

The USA tried wage-price guidelines 
in 1962, 1963 and 1964. Since then, 
US Administrations have tried to cope 
with concurrent problems, inflation 
either actual or threatened, rising un¬ 
employment, variations in the gap 
between actual and potential GNP, 
a deteriorating balance of payments and 
increasing pressures on the dollar. 

Canada set up a Prices and Incomes 
Commission in June, 1969, to examine 
the causes of price pressures and to 
try to reach accord on price-wage rest¬ 
raints with business, the professions, 
and unions. The Commission was able 
to keep down price increases in some 
areas during 1970 but failed to obtain 
the co-operqtion of unions needed to 
achieve wage restraint. The Chairman 
of the Prices and Incomes Commission, 
John H. Young, said: 

”... Unless increases in costs cainc 
under restraint as well, any effect 
of the price restraint programmes 
was likely to be limited. We were 
not able to obtain any effective 
support for wage and salary restraint 
from the unions and in the end we had 
to resort to a unilaterally suggested 
upper limit of six per cent... With the 


termination of the price restraint pro¬ 
gramme at the end of 1970, the Com¬ 
mission stopped assessing price and in¬ 
come increases against specific criteria, 
although we have continued to issue 
fact-finding studies’’. 

Two American economists, L. UJmun 
and R.J. Flanagan, who examined 
European experience with incomes 
policies including those of Britain. 
France, West Germany, Italy, Nether¬ 
lands, Sweden and Denmark, con¬ 
cluded that there were two require¬ 
ments for a successful incomes policy, 
which none of the countries could meet 
for the longer term: (I) co-operation 
from the unions and other sectors: 
and (2) toughness with those who ex¬ 
ceeded the guidelines. 

When income policies emphased 
supply by restraining rising wages and 
other costs, workers went on strike, 
disrupting their economies. When 
incomes policies replied essentially on 
controlling prices, profits were squeez¬ 
ed, hitting enterprise and contributing 
to economic retrenchment. However, 
the main criticism of the two authors 
is that incomes policies in Europe and 
in North America were stop-go policies 
without long-term continuity and 
planning. 

J.K. Galbraith expects that, before 
long, the President’s advisers will start 
sprinkling his speeches with hints that 
controls are way-stations on the road 
back to the free market. Admitting the 
inadequacy of a control system. Gal¬ 
braith argues that the USA faces a 
choice between imperfect, control and 
the wholly uncontrolled wage and price 
spiral of recent years. 

United States’ problems 

Canadian and western European 
experience suggests three reasons why 
the US government's incomes policies 
may not be as effective over the longer 
term as it hopes. 

First, the Phase II measures are aim¬ 
ed at a transition from the temporary 
freeze to the “restoration of free mar¬ 
ket without inflation \ They are to be 
removed as soon as “it is economically 
feasible to do so M . While the controls 
are in force, the economy is being press¬ 
ed into an inflexible structure, decided 
bureaucratically and not by market 
forces which respond to the demands 
of producers and consumers. As soon 
as firm controls are removed or watered 
down, the cost and price pressures that 
have been building up will start a new* 
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round of inflation—exactly the stop-go 
that has proved ineffective over the 
longer term in Europe. Neither are 
Canadians ready to accept Galbraith’s 
proposals of continuing selective cont¬ 
rols. 

Secondly, business leaders and a large 
sector of the general public and mem¬ 
bers of both political parties support 
price and wage restraints, but the 
unions doubt its equitablencss and 
effectiveness. Union leaders have agreed 
to serve on the Tripartite Pay Board: 
How long will they co-operate? Sooner 
or later a confrontation is likely to 
occur. The unions may find that they 
cannot support the Administration’s 
objective of keeping wage increases in 
line with productivity increases, with 
differentiation between industries (i.e., 
wage increases above productivity 
growth in some industries and below in 
others, with the average approximating 
to national productivity increases). 
When this happens, the US incomes 
policy is likely to break down, as Presi¬ 
dent Nixon recognised when he said: 
‘The experience mother countries, 
which have tried wage-price restraints 
has been that, without the support and 
co-operation of organised labour, such 
programmes inevitably break down’*. 

Thirdly, one of the major objectives 
of the anti-inflationary measures is to 
increase the competitiveness of US 
industry at home and abroad, and to 
increase employment. While there are 
some indications that over the short 
term the steps taken do induce growth, 
there is a possibility that wage and price 
restraints, if not fully supported by all 
sectors, will in fact be deflationary or 
anti-growth. This is particularly pro¬ 
bable when the US economy is operating 
significantly below capacity (i.e., when 
the gap between potential GNP and 
actum GNP is substantial), a situation 
facing the US in 1972, and likely also 
in 1973. When businessmen find that 
the economy is not expanding as much 
as they were led to bclieverit would, they 
revise their expansion plans, and the 
rate of increase in the new jobs created 
slows down. 

Ill 


International Problems 

When the US government introduced 
the 10 per cent surcharge on imports 
they made it clear that they meant this 
to help the balance of payments and 
would remove it if other countries re¬ 


valued, their currencies and ended 
“unfatf” trade restrictions. 

In response, some countries allowed 
their currencies to move upwards, 
particularly West Germany, Japan, and 
Switzerland; others, such as France, 
ignored the American request. The 
Canadian dollar, which earlier had 
moved close to par with the American, 
changed little in value after 15 August, 
1971. Officially, all the major currencies 
were floating, though in fact they were 
not floating freely. 

Although there was some response 
on the monetary side, the President’s 
programme brought worldwide resent¬ 
ment and bewilderment. That economic 
growth was slowing down in most of 
western Europe and in Japan in¬ 
creased the possibility of damage and, 
consequently, the resentment. 

Britain was facing an unemployment 
peak of about one million by the end 
of 1971, a 30-year high, and had the 
highest rate of inflation in Europe. 
West Germany expected that her ex¬ 
ports to the USA might decline by as 
much as 30 per cent as a result of the 10 
per cent surcharge and the revaluation 
of the mark. Unemployment, while 
still low, was on the rise. The motor, 
metal and steel industries were ex¬ 
periencing production cutbacks. Con¬ 
cern about a possible recession was 
spreading. 

Italy’s plight 

Industrial production in Italy, 
plagued by strikes, absenteeism, un¬ 
certain export prospects, and business 
pessimism, fell by 3 per cent, while 
prices continued to rise. Unemploy¬ 
ment and inflation were only too appa¬ 
rent. Switzerland faced a balance-of- 
payments deficit, the first in ten years. 
Sweden found herself in the worst slump 
since the 1930s, with high unemploy¬ 
ment and inflationary pressures; Den¬ 
mark faced foreign exchange problems 
and was forced to impose a temporary 
10 per cent surcharge of her own. Only 
France, among the large European 
countries, seemed to be holding her 
own, with real economic growth ex¬ 
pected to be about 5 per cent for the 
year. Japan’s rate of economic growth, 
12 per cent in 1969 and 11 per cent in 
1970, was slowing in 1971, possibly to 
about one half the rate of 1970-71, 
This, considered to be a recession, 
prompted Japan to launch public capi¬ 
tal spending and to reduce taxes to 
stimulate consumer buying. 

The less-developed countries were 


also concerned about the new US 
economic policies. While some 70. 
per emit of their exports to the USA 
were exempt from the 10 percent sur¬ 
charge, the remaining 30 per cent, 
consisting of manufactured products, 
were not. Further US economic poli¬ 
cies created uncertainty among the 
trading nations and this meant possible 
cutbacks of purchases of raw materials 
and agricultural products from the 
less-developed countries, which were' 
thus threatened directly through some 
loss of sales to the USA and indirectly 
through loss of sales to third countries. 
On top of this, they were about to 
suffer a cutback in external aid from the 
USA. The combination of these fac¬ 
tors was ominous since the developing 
countries were facing rapidly ruing 
unemployment, and this was coming 
to be recognised as even more serious 
than slow long-term economic de¬ 
velopment. 

search for solutions 

Attempts to find solutions were at 
three levels. First, internationally. 
Ministers of Finance and Governors 
of the Group of Ten met to try to find 
both short and long term solutions. 
Inconclusive, even acrimonious at 
first, these meetings resulted before 
the end of 1971 in an interim working 
agreement for the international mone¬ 
tary system. On a regional basis, EEC 
countries searched for common ground 
with the USA and, on a bilateral basis, 
discussions were held between the USA 
and their major trading partners. 

The arguments centred on the rest¬ 
ructuring of an international mone¬ 
tary system based on fixed exchange 
rates pegged to the US dollar, which in 
turn was tied to gold; and this led on 
to discussion of whether the USA 
should devalue or other countries re¬ 
value. This the USA at first refused. 
The Germans, Japanese and some 
others seemed willing to go even fur¬ 
ther in their currency revaluations if 
full accord could be reached. The 
French refused to revalue, although 
willing to accept a revaluation of the 
French franc to the extent that the 
USA increased the dollar price of gold. 
Apart from the French, most of the 
USA's trading partners feared that 
too great a revaluation would cause 
them balance-of-payments deficits and 
depressed economies. The Germans 
had (and perhaps still have) a parti¬ 
cular bone of contenton with the 
French. 

The debate in the months after August 
is still important because, although an 
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interim secernent was reached and the 
immediate threat of a trade war was 
removed, the tensions implicit in the 
arguments are likely, to recur. An ad* 
justment of trade and payments of the 
magnitude required to bring the US 
balance-of-payments deficit to an ac¬ 
ceptable level cannot take place with¬ 
out hurt to some countries. And when 
a country’s industries are hurt it is 
tempted to retaliate. Thus, despite the 
enthusiasm which greeted the outcome 
of the Group of Ten meetings of 17-18 
December, cause for concern remains. 

The confrontation between the USA 
and their major trading partners took 
this form. The USA said that they 
would not drop the surcharge until 
they could see a clear possibility of 
eliminating their balance-of-payments 
deficit, limy argued that the onus was 
on the rest of the world to put forward 
proposals for a solution of the USA’s 
monetary and trading problems. 
Though opposed to bilateral or regional 
solutions, the USA’s representatives 
threatened that they would make such 
arrangements on a country-by-country 
basis as they deemed necessary in the 
interests of the USA. 


living beyond means 

On the other hand, the USA’s trad¬ 
ing partners maintained that the USA 
had lived beyond its means, and had 
pursued neither effective anti-infla¬ 
tionary policies nor adequate efforts 
to increase domestic productivity. In 
effect, the USA was asking the world 
to pay for its failures and over-exten¬ 
sion. The rest of the world were not 
prepared to accept the US proposal for 
a turn-round of SJ 3,000 million in their 
balance of payments and found it 
particularly irritating that the USA 
included in this figure a margin to 
allow continued capital outflow to en¬ 
able US corporations to acquire cont¬ 
rol of overseas industries. 

The case of Japan shows that the 
currency realignments agreed are no 
more than a halfway house. The Ja¬ 
panese have revalued the yen by 16. 88 
per cent against the dollar. Assuming 
that productivity continues to improve 
at the differential rate that has prevail¬ 
ed between these two countries in re¬ 
cent years (some 5 per cent), this would 
mean that within four years the USA 
would again be faced with exchange 
difficulties vis-a-vis Japan. Should the 
Japanese then be required to undertake 
a further revaluation to reflect the 


underlying economc forces"that deter¬ 
mine the relative strength of one na¬ 
tional currency vis-a-vis another?’ 

Most nations have criticised the 
USA’s New Economic Policy. They 
were unhappy because (1) it hurt their 
pocketbooks, (2) they claimed that the 
USA expected them to pay for US 
blunders, (3) some of them thought that, 
as friends, they should have received 
special consideration, and (4) at the 
protectionism of the 10 per cent sur¬ 
charge, which was contrary to GATT 
and appeared to signal the end of trade 
liberalisation. 

These criticisms reflected the genuine 
feelings of many of the USA’s partners. 
But, m Professor Firestone’s opinion, 
they overshadow the positive aspects 
of the New Economic Policy, which 
he thinks, opens up opportunities to 
come to grips with the new reality of 
international economic relations. To 
mention just four of these: 

(1) The suspension of convertibility 
of US dollars into gold, and the freeing 
of the dollar to adjust its value, makes 
it imperative for the world’s trading 
nations to improve the existing but 
outdated international monetary sys¬ 
tem. In the past it was easier to defer 
than to take action. This is no longer 
true. 

(2) The 10 per cent import charge 
made it necessary for the industrialised 


nations to recognise that they too have 
responsibilities (more than they have 
admitted in the past) and that currency 
values should reflect the basic underly¬ 
ing forces of national economic strength 
and trading advantages. The realign¬ 
ment of currency values and the further 
breaking down of trade barriers must 
encourage expansion and diversifica¬ 
tion of world trade. 

(3) The Domestic International Sales 
Corporation arrangements will en¬ 
courage some US firms to stay at home 
and build up the US economy instead 
of buying up foreign companies. Com¬ 
plaints about American economic domi¬ 
nation have been persistent. Now 
complaining nations have the opportu¬ 
nity to show what they can do, drawing 
on their own resources, know-how and 
ingenuity. 

(4) The USA’s price and pay rest¬ 
raint measures are an attempt to tackle 
continuing inflationary pressures. If 
the USA is successful, two benefits will 
flow: (a) other nations will no longer 
be importing inflation from the United 
States; (b) US incomes policy is effec¬ 
tive, the experience may help- other 
countries to pursue more realistic poli¬ 
cies themclvcs. 

In other words. Professor Firestone 
seems to expect that President Nixon 
will make J.K. Galbraith's proposals for 
continuing price and wage controls 
part of Nixonomics. He is an opti¬ 
mist. 


25 Ifeat* -ftyo 


Haitetn Hcon&mbt 

APRIL 25, 1947 


The Report of the Select Committee on 
the Bunking Companies Bill, 1946, was pre¬ 
sented to the Legislative Assembly about the 
middle of February this year, but it was crow¬ 
ded out of consideration during the session 
by more urgent measures of legislation. 
Enactment thus stands postponed even at the 
end of three years. The Bill itself has been 
before the public for a long period and 
widely discussed. It is therefore on the several 
important new provisions and alterations 
made by the Select Committee that attention 
should centre. The definition of * banking* 
has in no country been evolved in such manner 
as to secure general acceptance. The defini¬ 
tion contained in section 277F of the Indian 


Companies Act gives ris: to administrative 
difficulties particularly in determining the 
'principal business* of a company. In the 
1939 draft prepared by the late Sir James 
Taylor, banking was defined as “the accepting 
of deposits on current account or otherwise 
subject to withdrawal by cheque. In the subse¬ 
quent bills it was defined as "the accepting of 
deposits repayable on demand'’. The Select 
Committee considers this last definition to be 
too brief and unsatisfactory and replaces it 
by the one which reads: "the accepting for the 
purpose of lending or investment, of deposits 
of money from the public, repayable on 
demand or otherwise, and withdrawable by 
cheque, draft, order or otherwise". 
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In the Shadow of Dollar 


B. B. Brook 

Vienna. 


Although most of the loudest noise 
in western Europe comes at present 
from West Germany where a crucial 
election is to be held on April 23 with 
heavy accents on conditions for east* 
west relaxations in Europe, the most 
significant fronts arc building up not 
within Europe but between western 
Europe and the United States. 

This is very much a year of develop¬ 
ments. Having overcome the hesitation 
whether the Common Market was to be 
enlarged or not, Europe is now seeking 
to consolidate itself economically 
and politically not in the face of the 
eastern socialist states but in face of 
the United States. 

The reason for this essentially is 
money and its worth; secondly, the ob¬ 
vious desire to counter the USA and 
the USSR with some form of western 
European confederation; thirdly, the 
world pattern of trade. 

The basic position is that western 
Europe is full of US dollars, is increas¬ 
ing its tally of dollars involuntarily 
and unwillingly every day and that the 
near prospect is that the USA will lift 
its controls on US capital investment 
abroad rather than tighten them. In 
the matter of dollars, the west Euro¬ 
peans, including — now — the British, 
are a collection of very alarmed and 
most indignant men. But their indig¬ 
nation will do them no good because 
it is of the helpless type. 

angry rebuttal 

The Europeans insist angrily that 
some degree of '’convertibility” must 
be restored, that this was the intention 
of the Washington currency agreement 
of December 18; but the USA has 
steadily remained in deficit, has paid 
out no gold or any other form of mo- 
notary assets. On the contrary, it is now 
insisting that Britain repays a larger 
part of its IMF loan in Special Draw¬ 
ing Rights than London is willing to 
undertake. 

Bankers and finance ministers in 
Europe may fume against Washing¬ 
ton’s financial immorality (as they see 
it) but the USA is concerned more about 
other things than convertibility or even 
the success of the new exchange rate o^ 
structures. 

The chief concern of the US Presi¬ 
dent is to get himself re-elected to that 
office in November; the chief objective 
of the US administration is, partly for 


this reason, full employment in the 
USA, secondly, international trade and 
only more remotely the structure of 
world currencies. Since the percentage 
of employment in the USA, as else¬ 
where, depends partly on trade (less 
than in many countries) the US Trea¬ 
sury led by the forceful Taxan of Irish 
origin, Mr Connally, is getting ready 
to use its strong position in international 
money matters in a resolute, if not 
tough, manner. The strength of the 
American position is that the US ex¬ 
port industries would not be hurt much 
by another period of floating exchange 
rates while those of west Europe 
and Japan would be badly affected. 
The USA can well afford to wait a 
year or two before its balance of pay¬ 
ments shows improvement—its contem¬ 
poraries in west Europe and cast Asia 
cannot. 

clash of interests 

It is essentially and acutely on this 
point where the interests of the USA 
and west Europe (and Japan) clash. 
Trade, to be profitable to the USA and 
useful in increasing its employment 
level, must be free; trade, to be pro¬ 
fitable to the Common Market and 
Japan, must continue to be protected 
by policies discriminating effectively 
if not directly against the USA. 

At the moment the USA is irritated 
by the complete lack of progress in 
negotiations between western Europe, 
the United States and Japan on trade 
liberlisation which is being handled with 
maximum diplomatic delay by a “high 
level group” in Paris. Established last 
autumn, the group is supposed to ex¬ 
plore ways of liberalising trade over the 
next ten or twenty years but progress 
has come to a halt. There is also no 
move forward to a temporary arrange¬ 
ment for next year’s trading. Some dele¬ 
gates, particularly the French, either 
remain silent at the sessions or fail 
to attend them. The British also have 
been almost completely negative. 

The Americans are getting ready to 
bargain with west Europe on the basis 
of expressing willingness to negotiate 
on a new monetary system providing 
west Europe’s Common Market will 
relax its defensive, protectionist trad¬ 
ing attitudes. If pressed, the US Trea¬ 
sury might be willing to release some gold 
to the dollar-stuffed Europeans to ob¬ 
tain an easier trading market. 

While Europe prepares also with 


plans, led at present by France, for 
an economic and financial union 
aiming to free Europe from harmful 
US economic influences, it is alarmed by 
hints from Washington that it will lift 
controls on US capital investment ab- 
. road. This policy is almost certain to 
be adopted by the USA and phased 
to promote the maximum effect in 
Europe. 

To European complaints about their 
huge dollar stocks the USA replies with 
a suggestion that if Europe does not 
like holding dollars it can run down its 
holdings out of a payments deficit with 
the USA, an idea that is absolutely 
unacceptable in a Europe whose ex¬ 
port industries and structures of em¬ 
ployment arc geared to payments sur¬ 
pluses. Only one European voice, 
that of the Bank of Italy, has spoken 
in favour of the enlarged European 
Community floating in unison in rela¬ 
tion to the US dollar and downwards 
if necessary. 

The prospect at present is that western 
Europe will continue to hold more and 
more dollars and will be obliged to 
absorb more American investment. It 
will continue to remain in a weak bar¬ 
gaining position, whatever the size of 
the Market, so long as payments defi¬ 
cits are regarded as disastrous and not 
as a reasonable method of ridding 
itself of excess dollars. 

the basic fact 

This appears to be a basic fact which 
not all present plans, to be formalised 
when the ten Common Market heads 
of government meet in Paris next au¬ 
tumn, are likely to be sufficient to dis¬ 
solve. The French President, M. Pom¬ 
pidou, will doubtless win a resounding 
majority in favour of the Market’s ex¬ 
pansion and a massive endorsement of 
his policy of a European confederation 
in the referendum to be held on April 
23, the same day as Germany votes 
basically over its east European policy. 
The French vote may move the con¬ 
federation forward from an idea to¬ 
wards becoming an accomplished fact; 
it may move France forward to a 
challenging position of leadership with¬ 
in the Common Market, but it will do 
little to increase the effectiveness of 
west Europe’s self-protectiveness 
against American trading unless the 
fear of payments deficits and their in 
evitable result of economic internal 
reorganisation is overcome. 
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for sOvsral weekends 

now quit* a number of psopie of all 
kinds andL descriptions have been say¬ 
ing that cabinet changes are only a 
matter of hours. It has been said of 
almost every Monday that its morn* 
ing newspapers would carry the 
names of the ‘ins’ and the ‘outs*. 
This' speculation reached fever-heat 
the other day when it was announc¬ 
ed that the Prime Minister would be 
taking a couple of days off for a holi¬ 
day in Dahra Dun. It was promptly 
concluded that Mrs Gandhi was tak¬ 
ing herself away from New Delhi in 
order to think quietly about the seed¬ 
ing or the weeding that she might do. 

By now, however, it has become clear 
enough that cabinet carpentry is not 
among the Prime Minister's more ur¬ 
gent preoccupations. She probably 
attaches less importance to this matter 
than most others do. Mrs Gandhi of 
course has good reason foi adopting 
such an attitude. In the last two years 
her council of ministers has come to 


mean little and count for even less as 
the governing factor in the administ¬ 
ration. Mrs Gandhi has been making 
policy or functioning otherwise as 
Prime Minister without depending to 
any great extent or even drawing signi¬ 
ficantly on her ministerial colleagues. 
She has put together her own establish¬ 
ment of counsellors or executors and it 
is largely in discussion with them that 
the policy decisions aie being takon and 
the processes for implementing those 
policies worked out. Like Mr Nixon 
in the White House, Mrs Gandhi at 1, 
Safdarjang Road has chosen and learnt 
to work through a personal secretariat 
which is outside and also above the re¬ 
gular structuie of administration. Such 
system has its disadvantages as well as 
advantages, but right now I am not 
concerned with either. The point I am 
trying to make is the limited one that, 
given the situation I have just described, 
the Prime Minister would naturally 
attach less importance than many 
others may to the matter of cabinet 
changes, which may appear to her to 
be a minor excercisc of power or pat¬ 
ronage or even a digression, diverting 


or otherwise, from the more rewarding 
pursuits of her office. 

An autobiographical 

sketch of Indian Airlines, circulated for 
the benefit of the press, quotes with 
pride, Mr Stephen Wheatcraft, an air 
transport economist, who has suggested 
in a study prepared lor the WorldBank 
that, had this airline not been there, 
the country would have needed at least 
3,500 more top civil servants and 
9,000 more top business executives of 
the same calibre as the existing ones to 
compensate for the time lost in travell¬ 
ing by the fastest alternative modes of 
transport so as to maintain the national 
economy at its present level. Whether 
wc accept Mr Wheatcraft’s assumption 
that all the air tiavel that is being done 
now by civil servants or even business 
executives is relevant to the functioning 
of the national economy or we do not, 
Indian Airlines evidently is only too 
willing to accept his arithmetic. In 
that case tl\e management of the air¬ 
line and the Civil Aviation Ministry 
must also agree that the disruption of 
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Indian Airlines flight schedules, which 
has lasted for many weeks now, must 
necessarily have done a great d&al of 
harm to the national economy. If this 
b; granted, the question would arise 
whether the Minister for Civil Aviation 
specifically and the government of 
India generally are justified in dealing 
with the go-slow tactics of the mainte¬ 
nance engineers inthe lcisurel> and casu¬ 
al manner they seem to have adopted. 

Here is a collector's 

item about the Indian Posts and Tele¬ 
graphs Department. On February 22, 
1966,1 wrote an inland letter to a New 
Delhi address. This came back to me 
last week, without any indication 
why the letter was not or could not be 
delivered to the addressee. To add 
spice to the incident, the postal depart¬ 
ment simultaneously demanded and 
obtained a payment of 20 paise on the 
ground that this inland letter (which, 
as I had mentioned carliet, had been 
posted in February 1966) bore only a 
tcn-paisc stamp (which, of course, was 
valid postage at that time) instead of a 
15-paisc postage stamp (which is the 
valid postage now) and also that it did 
not bear the fivc-paisc refugee relief 
stamp (which, incidentally, could not 
even have been dreamt of in 1966). The 
postal marks reproduced elsewhere on 
this page may perhaps prompt some 
of us to speculate on what could have 
been happening to this letter during all 
those six years 
and more of 
its underground 
existence. 
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TRADE WINDS 


Export Priority 

The union government 
has formulated a scheme 
for making steel avai¬ 
lable either from indi¬ 
genous sources or by im¬ 
ports, to the extent neces¬ 
sary, to meet the require¬ 
ments for export production 
in respect of exports of en¬ 
gineering goods during 1972- 
73. In the case of imported 
steel, the supplies will be 
made, by Hindustan Steel 
Limited against release or¬ 
ders issued by the licensing 
authorities. The supplies of 
imported steel will be at the 
Joint Plant Committee (JPC) 
price plus a small additional 
charge. The Chief Control¬ 
ler of Imports and Exports 
will be issuing the 
necessary public notice 
containing details of the 
scheme and the procedure 
to be followed by exporters. 
This scheme will also 
necessitate suitable adjust¬ 
ments in the entitlements of 
registered exporters who 
participate in the scheme in 
respect of the specific export 
contracts. 

G.I.I.C. 

Gujarat Industrial In¬ 
vestment Corporation Ltd 
recorded its maiden profit 
of Rs 1.94 lakhs during the 
period January, 1970 to 
March 31, 1971. During 
the period the Corporation 
gave assistance to the extent 
of Rs 5.44 crorcs spread 
over 211 units out of 
a cumulative assistance 
of Rs 11.53 crores to 
303 units. The Corpora 
tion has broken new 
ground in sanctioning loans 
to competent technicians. 
The Corporation financed 
the projects of technicians 
to the extent of Rs two 
lakhs in case of an individual 
technician and Rs three 
lakhs in case of more than 
one technician in partner¬ 
ship. The corporation has 


already assisted 585 pro¬ 
jects under the Technicians’ 
Scheme amounting to a total 
financial sanction of Rs 
4.51 crores till the end of 
March. 1971. In order to 
see that the rural areas get 
servicing facilities, the Cor¬ 
poration started a Rural 
Workshop Scheme. For this 
purpose, a number of centres 
were selected in the state in 
consultation with the district 
authorities, and niral work¬ 
shops were established—total 
113 in number—throughout 
the state. Till the period 
ended March 1971, the Cor¬ 
poration had sanctioned 
financial assistance to the ex¬ 
tent of Rs 26.16 lakhs to 113 
units under this scheme. 

In yet another dimension 
of its investment acti¬ 
vity, the Corporation has 
entered the project field 
directly for launching 
industrial projects either 
by itself or in collaboration 
with other business houses. 
The Corporation has sec¬ 
ured letters of intent for the 
manufacture of fuel injec¬ 
tion equipment, fuel pump 
testing machines, automobile 
tyres and tubes and several 
chemicals. With these pro¬ 
jects materialising, an in¬ 
vestment of around Rs 40.00 
crores is contemplated lead¬ 
ing to a product pattern of 
over Rs 100.00 crores. 


Newspaper Industry 

The union government 
has decided to set up a fact¬ 
finding committee to go into 
the economics of newspaper 
industry. Dr. Babhtosh 
Dutta, Retd. Professor of 
Economics, Presidency Col¬ 
lege, Calcutta, is to be the 
chairman. Mr R. Rajago- 
palan, Chief Cost Accounts 
Officer, Ministry of Finance, 
Mr K.C. Raman, Retd/ 
Production Manager, M/s 
Bennett Coleman & Co. Ltd 
and Mr I.P. Gupta, Officer 
on Special Duty, Central 


Board of Direct Taxes are the 
members. Mr G. Govindan, 
Registrar of Newspapers 
for India, is the Member- 
Secretary. The Committee 
will ascertain all the ele¬ 
ments of the cost of produc¬ 
tion of the daily newspapers; 
ascertain all the different 
elements of the total revenue 
earned by the newspapers; 
study these trends during 
the past few years and fore¬ 
cast, to the extent possible, 
the normal changes likely 
to occur in the next year or 
two; evolve norms for diffe¬ 
rent elements of expenditure 
from the point of view of 
reasonableness combined 
with efficiency and record its 
findings in regard to the 
effect of restriction of news¬ 
print supplies to different 
categories of newspapers. 

The committee will consult 
newspaper managements 
and also working journa¬ 
lists, non-journalist wor¬ 
kers and any other interested 
group that it may consider 
desirable to consult. The 
committee will report its 
findings not later than six 
months from the date of 
its constitution. 

Railway Finances 

A Parliamentary Commit¬ 
tee known as the Railway 
Convention Committee has 
been appointed through a 
Resolution passed by both 
Houses of Parliament. The 
Committee will “review the 
rate of dividend at present 
payable by the Railway Un¬ 
dertaking to General Reve¬ 
nues as well as other ancillary 
matters in connection with 
the Railway Finance vis-a-vis 
the General Finance”. Mr 
R.K. Sinha, MP, is the 
chairman of the committee. 
Public bodies, industrial, 
commercial and social wel¬ 
fare organisations, cham¬ 
bers of commerce and in¬ 
dustry, institutes of manage¬ 
ment and other associations 


and individuals having 
knowledge and experience 
of the working of Railways 
(including former Railway 
employees) who are desiro¬ 
us of svbmiting memo 
randa on the working 
of Indian Railways 
for consideration of the 
committee should send 40 
copies of each memoran¬ 
dum to reach the Secretary, 
Lok Sabha, Parliament 
House, New Delhi on or be¬ 
fore May 6, 1972. The 
committee would be parti¬ 
cularly interested in sugges¬ 
tions to (i) improve the work¬ 
ing of the Railways, (ii) step 
up the earnings, and (iii) 
reduce the working expenses. 

India and E.E.C, 

Mr L.N. Mishra, union 
Minister of Foreign Trade, 
who was in his way to San¬ 
tiago, to lead Indian 
delegation to UNCTAD- 
HI discussed recently with 
Mr H. Alphand, Secretary 
General of the Fiench Mi¬ 
nistry of Foreign Affairs 
the role France could play 
in persuading the EF.C mem¬ 
ber countries to conclude 
at an early date the proposed 
Commercial Co-operation 
Agreement. This country 
had submitted to EEC an 
aide memoire in this connec¬ 
tion some time ago. 

The Commercial Co-opera¬ 
tion Agreement is expected to 
provide a larger framework 
of co-operation covering 
different facets of economic 
relationship. Mr Mishra 
is understood to have asked 
Mr Alphand to use his good 
offices for EEC to find 
satisfactory solutions to 
offset the adverse effects on 
India’s export trade conse¬ 
quent on the UK joining the 
EEC and the preferences be¬ 
coming unavailable to this 
country. Only half of India’s 
total exports to the UK are 
covered under the Generalis-i 
ed System of Preferences 
(GSP). Since a Commercial 
Co-operation Agreement 
was likely to take time it 
was suggested that the UK 
should accord a standstill 
arrangement in the present 
pattern of trade tiu 1975 
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like the dim for Africans and 
Catfheansiy 

£ 

Employment of 
Educated 

The budget estimates of 
1972-73 for the Ministry of 
Education and Social Wel¬ 
fare contain additional pro¬ 
vision for employment of 
educated personnel, accord¬ 
ing to the annual report of 
the Ministry of Education 
and Social Welfare for 1971- 
72. As against the budget 
estimates for provision of 
general education, employ¬ 
ment of educated personnel 
etc., of Re 91.25 crores for 
1971-72 for the Department 
of Education, the revised 
estimates for 1971-72 are 
Rs 91.42 crores and the 
budget estimates for 1972-73 
are Rs 10?. 80 crores (provi¬ 
sional). 

India-Ceylon 

Co-oparation 

At the recently held 
second meeting of the Indo- 
Ceylon Joint Committee 
for Economic Co-operation 
matters of mutual interest 
were discussed and it was 
agreed that economic co¬ 
operation between the two 
countries should be further 
strengthened. The Minister 
of Industrial Development 
offered the services of 
experts or technical assis¬ 
tance which might be needed 
in connection with Ceylon’s 
schemes for industriali¬ 
sation. Meetings of the 
Indo-Ceylon Joint Commi¬ 
ttee on Economic Co-opera¬ 
tion were held between Mr 
Swaran Singh, Minister of 
External Affairs, and Mr C. 
Subramaniam, Minister of 
Planning, on the Indian side, 
and the Mr T.B. lllan- 
garatne, Minister of Foreign 
and Internal Trade, on the 
Ceylon side. The Indian 
side confirmed that they 
would buy copra, graphite, 
arecanuts, cloves, chanks 
and cocoa in 'the quantities 
which had already been 
agreed to and would also 
examine the possibility of 
buying tyres and tubes. The 

eastern economist 


NRDC know-how 
for industries 


1. Cadmium sulphide photo 
conductive cells. 

2. Waxless carbon paper. 
3. Thermographic paper 
4. Substitute for Bostik sealant 
5. Linseed oil emulsions 
6. Costue root oil, fructose 
and chamazulene 
7. Optical whitening agent 
! 8. Lanolin (refined wool) 
/ grease. 

1 9. Electrolytic reduction of 
titanic sulphate to tltanous 
sulphate 
10. White oil 

11. Formulation of (indigenous) 
self regulating high speed 
chrome salt 
12. Etching of aluminium foil 

13. Organic manure from 
spent hide shavings 

14. Sac element for Leclanche 
type primary wet cells. 

15. Synthetic fine calcium 
silicate. 

16. Hydrated calcium silicate. 


17. Electro-organic coating 
over mild steel and 
aluminium articles. 

16. Electrolytic reduction of 
3-nitro-p-cresol to 3-amino 
p-cresol. 

19. Paint removing jelly 

20. Cryometer 

21. Aluminium sulphate from 
clay. 

22. Photo sensitive synthetic 
resin lacquer. 

23. Chemical treatment for 
injector cones of steam 
locomotives. 

24. Volatile fungicidal 
reservoir (V. F. R.) strips 

25. Styropeel 

26. Electrical Dynamometer. 

27. D. C. chopper amplifier. 

28. Line voltage regulator 

29. Running motor winding 
temprature indicator. 

30. Electronic techmeter. 

31. Beam comparator. 

32. Bench micrometer. 
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Indian delegation offered 
assistance for the prepara¬ 
tion of project reports in 
twp hydro-electric schemes 
and suggested that the po¬ 
wer grids of the two count¬ 
ries should be linked to¬ 
gether in their mutual inte¬ 
rest, The Ceylon delegation 
expressed appreciation of 
the feasibility reports pre¬ 
pared by Indian experts for 
the setting up of industries 
based on raw materials which 
were available in Ceylon, 
viz., glass, refractories, gra¬ 
phite, rubber goods, and 
mica. 


Credit to Rice Mills 

In view of the need to en¬ 
courage use of modern 
equipment by rice mills and 
in accordance with the go¬ 
vernment's policy of en¬ 
couraging the use of rice 
bran oil in the manufacture 
of vanaspati, the Reserve 
Bank of India has advised 
the scheduled commercial 
banks that they may grant, 
on merit in suitable cases, 
medium-term credit for, (i) 
the modernisation of the 
existing rice mills or instal¬ 
lation of new units, and (ii) 
the establishment of rice 
bran solvent extraction 
plants which use pure rice 
bran for the extraction of 
rice bran oil. The restric¬ 
tions imposed by the Re¬ 
serve Bank on advances to 
rice mills against foodgrains 
would not be applicable to 
the extension of medium- 
term credit by banks to rice 
mills and rice bran solvent 
extraction plants. 


Coal for Burma 

The Minerals & Metals 
Trading Corporaiton will 
export a substantial quan¬ 
tity of steam coal along with 
a small quantity of hard 
coke to Burma during the 
current year. A high-power 
delegation led by Mr Thakin 
Sein Maung, member, Ex¬ 
ecutive Committee, the 
Trade Council, government 
of the Union of Burma, 
visited this country on the 


invitation of ihe MMTC 
and a contract was con¬ 
cluded, on 4»r0 1, 1972 
by Mr C.R, Das, Director, 
MMTC and -Mr Thakin 
Sein Maung of Burma. By 
exporting coal to Burma, 
MMTC will earn foreign ex¬ 
change worth about ) Rs 
1.4 crores. 

Delegation to Cairo 

A trade delegation, led 
by Mr S.J.S. Chhatwal, Di¬ 
rector, Ministry of Foreign 
Trade, left, for Cairo on 
April 16, 1972, for mid-tcrni 
review of the working of 
the present trade plan. 
These talks were expected 
to last for a week, the dele¬ 
gation also proposed to ex¬ 
plore further avenues for 
expansion of trade between 
the two countries. 


Chemicals Export 

With its latest consign¬ 
ment to the UK, Warner- 
Hindustan's exports of 
specialist basic organic 
chemicals (Alpha Picoline, 
Pyridine and bases) reach¬ 
ed 203 tonnes. Warner- 
Hind ustan took concrete 
steps towards gaining self- 
sumciency in this held. The 
chemicals plant at Hydera¬ 
bad, built at a cost of over 
Rsonccrore has the distinc¬ 
tion of being the only 
one of its kind in this count¬ 
ry. This plant was designed 
to meet the entire home de¬ 
mand for these basic chemi¬ 
cals — imports of which 
used to cost the nation Rs 
10 lakhs in foreign exchange 
every year. 

Hanover Fair 

The Hanover Fair, foun¬ 
ded in 1947, with an area of 
18,800 sq.m, in exhibition 
halls and 2,700 sq.m, open 
space, has now grounds of 
almost one square kilometre 
in size, and comprises an 
area of 470,000 sq.m, rented 
stand space, of which 
295,000 sq. m. is in 22 ex¬ 
hibition halls. At the first 


Fair in 1947, there were 
1,300 exhibitors, whereas, 
today more than 6,500 firms' 
are represented, of which 
almost one-quarter are for¬ 
eign exhibitors from more 
than 30 nations. The ever- 
increasing number of visi¬ 
tors to the fair now come 
from more than 100 count¬ 
ries. Of great significance 
also are the trade conferen¬ 
ces, which are held during 
the fair every year, repre¬ 
senting an essential supple¬ 
ment to the range of exhibits 
in the individual branches. 
The 1972 Hanover Fair is 
being held from April 20 
to April 28, 1972. 


Rabi Procurement 

The two-day Chief Mi¬ 
nisters’ Conference on Rabi 
Procurement and Prices and 
Land Reforms was held in 
New Delhi on April 13 and 
14. 1972. 


I.C.M.A. 

A meeting of the members 
of the Indian Chemical 
Manufacturers Association 
in the Eastern Region held 
in Calcutta on Friday April 
7, 1972, re-constituted the 
Eastern Regional Commit¬ 
tee for the current year with 
Mr B. K. Ghose as Chair¬ 
man and Mr A. K. Sen as 
Vice-Chairman. The other 
members of the committee 
arc: Mr N. G. Bangur, 
Dr N. K. Bhattacharya, 
Dr B. N. Ghosh, Mr K. P. 
Ghosh, Mr B. Himatsingka, 
Mr A. L. Mudaliar, Mr 
A.N. Ray, Mr Kalyan Sen, 
Mr S. C. Sarkar, Mr S. N. 
Tandon and Mr Venkat 
ramanan. It was also 
decided to invite Mr. C. D. 
Thakkar and Mr A. Das 
Gupta to all meetings of 
the committee 


K.L.M. 


KLM has sold its last 
two DC-8-33 jet aircraft. 
The new owner is the Vene¬ 
zuelan airlines VIASA, with 


which KLM has been co¬ 
operating very closely for 
years now. The aircraft 
are the PH-DCB "Bair 
and. the PH-DCF “Java”, 
both from the series of 
seven with which KLM en¬ 
tered the jet age in 60/61. 
The other five 33s had 
already been sold, so that 
the only DC*8s now owned 
by KLM are seven aircraft 
of the type 53, which have 
turbofan jet engines, a 
greater range and capacity; 
five DC-8Fs and eleven 
Super DC-8-63s.. 


The KLM fleet, which, not 
counting the “Bali” and 
the “Java”, consists of 50 
aircraft—including 7 Boeing 
747Bs—will be joined in 
November of this year by 
the first of the six Douglas 
DC- 10 wide bodies which 
have been ordered. 


Names in the News 

Mr S.P. Mandelia, Pre¬ 
sident of Century Rayon, 
was unanimously elected 
President of the Bombay 
Management Association for 
the year 1972-73. Mr 
Mandelia is the Chairman of 
the Textile Council of the 
All India Manufacturers* 
Organisation. 

Mrs Sumati Morarjee, 
Executive Director of the 
Scindia Steam Navigation 
Co. Ltd, has been elected 
Chairman of the Coastal 
Conference of Indian Ship¬ 
owners. Mr A. Rama- 
swami Mudaliar, one of the 
founders and chairman 
,of the Conference since 
1954, resigned due to his 
indifferent health. 


Mr M.S. Oberoi has been 
elected a member of the 
Rajya Sabha. He controls 
nine luxury hotels in India 
and operates the prestigious 
600-room Oberoi-Imperial in 
Singapore and the five-star 
Soaltee-Oberoi in Nepal. 
Construction on his hotel 
in Ceylon will also start 
soon. 
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{ Service : Royal Class, A view of Ginza: Tokyo 

Fly the deference 


You’ll like the KLM 747B for its added comfort 
and sophistication. Ten wide doors. Cabin with 
high ceiling and extra spacious aisles. Seats 
with more leg space and arm-rest room. Lug¬ 
gage lockers. And that inimitable personalised 
service that makes all the difference —on 
ground, off ground. 

KLM’s Far Eastern route takes you on Mondays 
and Fridays to Tokyo from Delhi via Bangkok 
and Manila. Hop off at Bangkok for connections 
to Singapore, Jakarta, Bali and Sydney. Or pick 
up any of the twice-weekly flights from Bombay 
of our pool partners, Garuda Indonesian Airways. 
On Wednesdays via Colombo and Kuala Lumpur 
to Jakarta, Bali and Sydney. On Mondays via 


Bangkok and Singapore to Jakarta and Bali. 

Avail of KLM's attractive 'Fly now, pay later’ 
plan or of the reduced fares for students. For 
details, get in touch with your Travel Agent or 
contact the nearest KLM office or KLM's 
General Sales Agents in Ahmedabad, Goa, 
Indore and Madras. 


KLM 

KOVAL DUTCH AIRLINES 
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To defeat high heat 



you need CALUNDUM 
the ACC high alumina 
refractory cement 


Hydraulic setting, rapid 
hardening • Provido^ 
furnace linings • 
air infiltration • Adaptable 
to all contours • Reduces 
labour costs. 

I Basic refractory cement for mabtt 

' facture of castable refractories. 

Please contact the nearest ^ _ 

branch off The Cement Marketing 
Co. of Indio Ltd. or their 
Distributors. 


ACC 

your guarantee of top 
quality products. 


THE ASSOCIATED CEMENT 
COMPANIES LTD. 

The Cement Marketing 
Co. of India Ltd. 

tverest/265/ACC 


AMUL 21.1972 





813 



AFFAIRS 


Madras Rubber 

Madras Rubber Factory 
Ltd has received a letter of 
intent to start a tyre unit in 
Goa with a capacity of 
three lakh tyres and tubes. 
With this new letter of in¬ 
tent the company will have 
the privilege of being the 
second largest licensee for 
manufacture of tyres in In¬ 
dia. The company is main¬ 
taining its meritorious re¬ 
cord in the field of exports 
and the government has re¬ 
cently announced its inten¬ 
tion to award a Certificate 
of Merit for MRF's excel¬ 
lent export performance for 
the year 1968-69. Meanwhile 
the company is strengthen¬ 
ing its export base and a 
number of steps have al¬ 
ready been initiated in this 
direction including market¬ 
ing surveys abroad and 
additions to the existing 
range of products. This was 
disclosed by the Chairman, 
Mr K.M. Cherian, while ad¬ 
dressing the annual general 
meeting of the company 
held recently. 

Continuous efforts are be¬ 
ing made by the company 
to achieve self-reliance in 
the fields of raw materials, 
capital goods and tyre 
technology. For instance, for 
the new factory unit in Goa 
the company will be im¬ 
porting capital goods worth 
only Rs 1.15 crores. The 
remaining machinery will be 
fabricated locally by the 
company’s engineering staff 
with technical assistance 
available from Mansfield. 

The 96-day-old strike in 
the factory during 1970-71 
resulted in a considerable 
loss of production. But the 
factory is now working satis¬ 
factorily. Sales in the first 
five months of the current 
year have exceeded the cor¬ 
responding figures of last 
year by a significant margin 


and if this uptrend is main¬ 
tained the annual sales 
during this year are ex¬ 
pected to surpass last year’s 
sales by about 40 per cent. 
The company also hopes 
to complete the expansion 
of the Madras factory to 
6.1 lakhs units from 3.6 
lakhs as originally planned. 
Besides the management has 
entered bto an agreement— 
effective from October 1, 
1971 to September 30, 
1975 — with the labour re¬ 
garding revision of wages, 
dearness allowance, incen¬ 
tive bonus and certain other 
benefits. 

Philips 

Philips India Ltd conti¬ 
nues to maintain its proud 
record in the field of design 
and development of new 
articles, improvement of 
existing products and of 
production processes and 
towards import substitution 
and cost reduction. The 
company has submitted to 
the government a compre¬ 
hensive plan indicating the 
areas that it proposes to 
enter in the next lew years 
and the products involved. 
The plan envisages substan¬ 
tial new investments incor¬ 
porating greater diversifica¬ 
tion, particularly in the area 
of professional electronics. 
Hence the growth of the 
company in the coming years 
will be more remarkable 
than that recorded so far. 

While the approval of the 
government is awaited,'the 
company is already turning 
out sizeable quantities of a 
wide range of electronic 
equipments and accessories. 
The telecommunication fac¬ 
tory at Calcutta worked at 
its planned level of produc¬ 
tion of fully transistoris¬ 
ed portable trans-receivers 
which are being supplied 
to the government and the 
order is expected to be com¬ 
pleted in 1973. The produc¬ 


tion of electronic instru¬ 
ments and public address 
systems continued at a high 
level at its unit in Bombay. 
Plans are afoot for the pro¬ 
duction of tape recorders 
for which the company holds 
a letter of intent. Another 
letter of intent has also been 
received by the company 
for the production of null 
indicators. 

Production of radio sets 
was maintained at a satis¬ 
factory level during the year. 
The company’s unit at Cal¬ 
cutta has commenced a 
fully integrated production 
of record players. Among 
the models introduced is 
a stereo-electrophone of a 
more indigenous design. The 
company also introduced 
fluorescent lamps with triple 
coil electrodes and anode 
rings to replace the double 
coil lamps. 

The production of 
special fluorescent lamps 
with built-in reflector coat¬ 
ing (TLF) was taken up. 
Plans have reached an ad¬ 
vanced stage for production 
of high wattage incandes¬ 
cent Tamps, mercury va¬ 
pour lamps, halogen lamps, 
infra-red lamps, and kry¬ 
pton miners’ safety lamps 
and to expand the produc¬ 
tion capacity for mercury 
discharge burners used in 
the production of mercury 
vapour lamps. 

The company is issuing 
shortly 1,330,000 equity 
shares of Rs 10 each at a 
premium of Rs 15 per share. 
The foreign callaborators 
will take 294,000 shares in 
conversion of their loan; 
420,000 shares will be issued 
for cash on a rights basis 
to the existing Indian share¬ 
holders; 92,400 shares will 
be issued for cash to the 
whole-time Indian directors 
and employees of the com¬ 
pany and 523,600 shares will 
be offered for cash to the 


Indian public. After the 
issue 40 per cent of the total 
issued and paid-up share 
capital will be held by the 
Indian public. 

The working results of 
the company during the 
year ended December 31, 
1971, are quite encouraging. 
The profit before tax after 
providing for depreciation 
was significantly higher at 
Rs 11.57 crores as against 
Rs 6.72 crores in 1970. The 
provision for depreciation 
was raised from Rs 1.10 
crores to Rs 1.28 crores 
while taxation claimed Rs 
7.70 crores as against Rs 
4.27 crores in 1970. The 
profit after tax amounted 
to Rs 3.87 crores, which 
was higher than the preced¬ 
ing years’s figure by Rs 1.40 
crores. The directors have 
recommended a final divi¬ 
dend ofRs 1.40 per share 
which with the interim 
dividend brings the total'dis- 
tribution for 1971 to Rs 
2.40 per share. 

Kamani Engineering 

Mr P.R. Kamani, Chair¬ 
man, Kamani Engineering 
Corporation Ltd told the 
shareholders at the annual 
general meeting held re¬ 
cently that the turnover of 
the company increased to 
about Rs 15 crores du¬ 
ring 1971 as aEainst 
nearly Rs 14 crores in 
1970 and the company was 
able to maintain produc¬ 
tion at the previous year’s 
level. Profit during the year 
was recorded at around Rs 
42.24 lakhs. Mr Kamani 
pointed out that the com¬ 
pany had developed cer¬ 
tain specialised items for 
rural electrification and had 
executed orders for these 
items to the extent of about 
Rs 40 lakhs. The com¬ 
pany’s rolling mills project 
was progressing satisfac¬ 
torily and trial produc¬ 
tion was expected in April 
this year. The IDA, he said, 
had granted a substantial 
loan for transmission line 
projects in the country. The 
government too had detailed 


EASTERN ECONOMIST 


APRIL 21, 1972 



814 


plans for inter-linking vari¬ 
ous power systems in order 
to cope with shortage of 

C :r in several regions. Mr 
ani, therefore, expected 
appreciable improvement in 
the orders in regard to sup¬ 
ply and construction of to¬ 
wers. 

Mr Kamani mentioned the 
shortage of steel which affec¬ 
ted the production of the 
company to £ considerable 
extent. Some positive steps 
taken by the government, 
he added, had redeemed the 
situation only to a limited 
extent. The banning of the 
export of prime steel and 
impdrt of steel in order to 
meet the export obligations 
had been steps in the right 
direction. Some other mean¬ 
ingful attempts to step up 
indigenous production had 
also been made, he staled. 

Nevertheless the situation 
caused anxiety because there 
was the need to reduce the 
level of imports and the time 
lag between the efforts and 
results in the matter of rais¬ 
ing domestic output was 
considerable. He pointed 
out that management of an 
organisation of this size 
and complexity, needed a 
high degree of sophistica¬ 
tion. 

As an integral part of 
their efforts to modernise 
their managerial systems and 
techniques, the < ompany 
had computerised a number 
of its operations covering 
such areas as designing, 
planning and control, and 
financial accounts. Recent¬ 
ly, in order to widen the 
area of application, the 
company decided to have 
its own in-housc computer. 
Acquisition of this facility 
would help greatly in 
maintaining the technologi¬ 
cal parity with its competi¬ 
tors in other parts of the 
world, he added. 

Aruna Sugars 

Mr K. Palani, Chairman, 
Aruna Sugars Ltd. indicated 
recently that the company 
completed its expansion and 


shortly the company's crush¬ 
ing capacity wflbuld increase 
to 2,000 tonne* of cane per 
day. The board of the com¬ 
pany, he pointed out, was 
considering to increase the 
crushing capacity further to 
3,000 tonnes of cane per day 
at a cost of R$ one crore. 
In that case the company 
would be in a position to 
crush nearly 400,000 tonnes 
cane against 280,000 tonnes 
during the current season. 
During the year 1970-71, he 
pointed out, the company 
worked for 209 days and 
crushed 247,036 tonnes of 
cane and produced 231,288 
quintals of sugar with a re¬ 
covery of 9.27 per cent, as 
compared to 555,543 tonnes 
of cane crushed and 214,474 
quintals of sugar produced 
with a recovery of 8.24 per 
cent during the previous 
year. 

Though the cane 
crushed was lower by 3.3 
per cent the sugar produced 
went up by 7.8 per cent due 
to better quality of cane 
available for crushing, con¬ 
sequent on the various de¬ 
velopments made in the cane 
area and efficient working of 
the factory. The profit and 
loss account disclosed a 
net profit of Rs 28.04 lakhs 
after providing Rs 17.44 
lakhs towards depreciation 
a* against the net loss of 
Rs 7.42 lakhs during the last 
year. A sum of Rs eight 
lakhs was transferred to the 
development rebate reserve 
and Rs 20 lakhs to the gene¬ 
ral reserve. The general 
reserve stood at Rs 25 lakhs 
as on September 30, 1971, 
out of which payment to¬ 
wards dividend amounting to 
Rs 12.06 lakhs, if approved 
by the shareholders, would 
be made. 

Mr Palani informed 
the shareholders at the 
annual general meeting 
that the company had 
become the holding com¬ 
pany of Arvind Dis¬ 
tillery (P) Ltd, a company 
incorporated for manu¬ 
facturing arrack. The pro¬ 
ject was estimated to cost 
about Rs 30 lakhs. The 


company had invested Rs 
five lakhs in the capital of 
that company and as per the 
present programme, the 
Arvind Distillery (P) Ltd 
was expected to go into pro¬ 
duction shortly. 

Blue Star 

Blue Star Limited recently 
signed a licencing agreement 
with Yusuf A. Alghanim & 
Sons, Kuwait, for the sale 
and technical know-how and 
patent right for the manu¬ 
facture and sales of Blue Star 
water coolers in Kuwait. 
Blue Star have been in re¬ 
frigeration and air condi¬ 
tioning for over 30 years. 
Bl ue Star was the fi rst 1 ndian 
manufacturer to export 
water coolers. Today, Blue 
Star water coolers arc sold in 
17 countries of the world. 

Bayer 

The directors of Bayer 
(India) Limited have decided 
to increase the authorised 
capital of the company 
from three crores to Rs 
five crores subject to ap¬ 
proval of the shareholders. 
The directors have also de¬ 
cided to capitalise the sum 
ofRs 60 lakhs subject to the 
approval of the Controller 
of Capital Issues, the Re¬ 
serve Bank of India and the 
shareholders, for distribu¬ 
tion among the holders of 
three lakhs equity shares of 
Rs 100 each on such 
date as may be fixed by 
the board m that behalf 
as bonus shares in the pro¬ 
portion of one share for 
every five existing shares. 
Such bonus shares would 
rank pari passu in all res¬ 
pects with the existing shares 
and will be eligible for divi¬ 
dend that may be declared 
in respect of any financial 
year of the company com¬ 
mencing from and subse¬ 
quent to January 1, 1972. 

Canara Banking 

The Canara Banking Cor¬ 
poration Ltd Mangalore, 
has made impressive pro¬ 
gress in branch expansion. 


deposit mobilisation, credit 
disbursement and advances 
to priority sectors during 
the year 1971. A record 
rise of 39.5 per cent in 
deposits was witnessed from 
Rs 22.41 crores on Decem¬ 
ber 31, 1970 to Rs 31.27 
crors a year later. The net 
profit of the bank after 
making the usual and neces¬ 
sary provisions including 
provision for taxation and 
payment of bonus to staff, 
is higher at Rs 6.22 lakhs 
out of which a sum of Rs 
1.25 lakhs is transferred to 
statutory reserve fund. With 
the amount brought forward 
from the previous year’s 
account, the total disposable 
surplus comes to Rs 5.10 
lakhs. The directors have 
recommended dividends at 
7.15 per cent p.a. and 6.43 
per cent p.a. on live per cent 
first preference shares and 
41 percent first preference 
shares respectively. Divi¬ 
dend at 10 per cent p.a. on 
equity shares will absorb 
Rs 2.50 lakhs. 

The bank’s 24 new 
branches were opened as 
against two in the pre¬ 
vious year, taking the 
total number of branches 
to 104 towards the end of 
1971. Out of the 24 new 
branches opened as many as 
19 branches are in unbanked 
centres. A classification of 
the branches on the basis of 
population indicates that 
63 branches are in rural 
and semi-urban areas where¬ 
as the remaining 41 are in 
urban and metropolitan 
areas. 

The bank is partici¬ 
pating in the Lead Bank 
Programme in various dist¬ 
ricts under its area of opera¬ 
tion. The bank has already 
opened a number of bran* 
cites allotted to it un¬ 
der the Lead Bank Scheme. 
For the year 1972, the bank 
has drawn up a very ambiti¬ 
ous branch expansion pro¬ 
gramme. The bank has al¬ 
ready opened two branches 
since January 1972 and it 
has identified a number of 
growth centres with good 
potential. 
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Reviewed by ACADEMICUS 


Management of Industry 
in India is based on (he 
three lectures delivered by 
H.T. Parckh at the invitation 
of the University of Bombay 
under Prof. Vakil Endow¬ 
ment Lectures in Economics. 
In these lectures, the author 
has made an attempt to deal 
with the role of management 
at different stages of indust¬ 
rial growth in a country. 

In developing countries 
where resources are scarce, 
the need for good and mo¬ 
dern management has come 
to be recognised as an ex¬ 
tremely pressing need. In 
India where the industrial 
structure has undergone 
substantial changes, there 
has been created new aware¬ 
ness of management prob¬ 
lems. This being the situa¬ 
tion, the reader takes up 
this book with great enthu¬ 
siasm. It may be said at once 
that the reader is richly re¬ 
warded by its reading. 

The first article deals with 


the historical development 
of industries in India which 
commenced their operations 
about 115 years ago. The 
author has traced the de¬ 
velopment of Indian indust¬ 
ries till the eve of indepen¬ 
dence as also the evolution 
of different forms of manage¬ 
ment — from family to the 
managing agency system. He 
has concluded that till 1947 
management was still deem¬ 
ed to be “a matter of inheri¬ 
tance rather than acquired 
techniques.” Trading rather 
than manufacturing opera¬ 
tion was still the heart of 
the matter. With the growth 
of industrialisation, manage¬ 
ment groups had broadened, 
but almost entirely within 
the limitations of the family 
system. Naturally the sys¬ 
tem suffered from many limi¬ 
tations. “Close sharehold¬ 
ing and management cont¬ 
racts insulated the managing 
group from outside share¬ 
holders. The choice before 
them, in case of dissatisfac¬ 
tion with management was 


not the power to displace 
management, but to sell out 
their shares.” 

The second article is con¬ 
cerning ‘Management under 
Planning'. Since 1951 subs¬ 
tantial changes have taken 
place'in the Indian industrial 
field. Rapid industrialisa¬ 
tion in the country, passing 
of the Companies Act, the 
industrial policy statement 
of 1956 with subsequent 
amendments and foreign 
collaboration agreements 
characterise this period. 
Consequently the emphasis 
shifted to efficiency both be¬ 
cause of the legal require¬ 
ments and business environ¬ 
ment. The result was in¬ 
creasing professionalisa- 
tion of management where 
instead of family ties and 
linguistic loyalties pos¬ 
session of technical know¬ 
how and business efficiency 
have come to play an in¬ 
creasingly important role. 

Parekh’s third and final 


article is on ‘Management: 
Trends And Prospects.’ 
Easily this is the best part 
of the book as the first two 
articles while full of inform 
mation are of a rambling na¬ 
ture and lack proper co¬ 
ordination of ideas and logi¬ 
cal presentation, 

According to the author, 
in coming years industrial 
sphere is bound to'expand 
along with the expanding 
public sector and increasing 
state intervention and regu¬ 
lation affecting, amonjg other 
things, the ownership pat¬ 
tern of industry. Accord¬ 
ingly the Indian management 
will have to rise in coming 
years to the two-fold needs 
of professionalisation of its 
membership and qualita¬ 
tive changes that go with it 
and the vast increase in the 
supply of personnel needed 
in keeping with the expected 
growth of industries. 

The author opines that the 
essence of professionalisation 
is the separation of manage¬ 
ment from ownership. Pro¬ 
fessionalisation of manage¬ 
ment which is already mar¬ 
kedly evident in the private 
sector should in the nature of 
things also influence mana¬ 
gement patters in the public 
sector. As a fact, profes¬ 
sional management, whether 
in the public sector or in 
the private, will tend to 
be drawn from a single 
common national pool. Ac¬ 
cording to the author, the 
distinction between the two 
sectors must gradually dis¬ 
appear, once professional 
management becomes the 
accepted pattern in industry. 
In view of the demand that 
may be made during the 
next twenty years which 
are likely to be exciting, the 
author wants that steps be 
' taken to provide education 
in management at all levels, 
especially with a view to 
training local personnel. 

Business management is in 
a sense one of the most im- 
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portent requirements of eco¬ 
nomic development of back¬ 
ward countries. It is only 
in recent years that its im¬ 
portance is being appreciated 
as its scarcity proved to be 
greater barrier to economic 
progress than other factors. 
H.T. Parekh has done well 
to deal with the various prob¬ 
lems connected with business 
manafement. The presenta¬ 
tion is direct, simple and 
lucid and therefore the arti¬ 
cles are extremely readable. 

Philippines, Taiwan 

Both the Philippines and 
Taiwan suffered disruption 
to their economies in World 
War II. Since then both the 
countries have experienced 
rapid rates of growth of 
their national product. The 
Philippines ana Taiwan con¬ 
tains separate studies of in¬ 
dustrialisation policies pur¬ 
sued in these two countries. 

It is found that in the 
Philippines the national pro¬ 
duct grew at an annual aver¬ 
age rate of about 3.2 per 
cent between 1902 and 1961. 
This implies an annual per 
capita income growth rate 
of just under one per cent 
because the rate of popula¬ 
tion growth averaged a little 
more than 2.2 per cent. Of 
the major sectors, manufac¬ 
turing led with 4.6 per 
cent annual growth rate, 
while agriculture and com¬ 
merce grew at rates that 
approximated closely to the 
rate of population growth. 

In the Philippines there 
appear to have been two 
periods of relatively rapid 
growth — between 1902 to 
1918 and from 1952 to the 
present day. The two periods 
however present a fascinat¬ 
ing contrast in patterns of 
growth. 

The first period begins 
early in the era of American 
rule and closes at the end of 
World War I. This was a 
period of rapid growth in 
world output and trade and 
it must not seem surprising 
that the Philippines shared 
in it. What seems to have 


been the most important in¬ 
fluence during this period 
was not the war but the 
opening of the American 
market on a preferential basis 
to Philippines exports, main¬ 
ly agricultural and agro-ba- 
sed products. This proceeded 
gradually with a 25 per cent 
preference until 1909, free 
trade with quotas until 1913 
and fully fires trade there¬ 
after until the 1930s. This 
explains the rapid growth in 
this early period. Exports 
and agriculture both led with 
growth rates of about five per 
cent per annum. Manufac¬ 
turing growth was only 
about four per cent. The pic¬ 
ture is one of rapidly in¬ 
creasing agricultural pro¬ 
duction induced by export 
demand for raw and ptoces- 
sed agricultural products. 
The case might seem to lit 
Myint’s ‘vent for surplus’ 
theoiy of export-led growth. 
It is important to note how¬ 
ever that it was the element 
of discrimination in the trad¬ 
ing relationship between the 
Philippines and the USA 
that provided the principal 
inducement to agricultural 
exports. There w r: im;x>- 
tant repercussions of this 
agricultural growth on other 
sectors of the economy 
such as electric power, min¬ 
ing, forestry, transportation 
and communications. 

As regards growth since 
1952, the contrast with the 
earlier period is very striking. 
Growth was led this time by 
manufacturing output which 
rose rapidly across a broad 
front of import-substitution 
industries. The stimulus was 
import and exchange cont¬ 
rols initiated at the end of 
1949 as a consequence of 
balance-of-payments crisis. 
Since foreign exchange was 
in effect rationed on the 
criterion of ‘essentiality’, the 
new industrialisation of the 
1950s favoured the finish¬ 
ing and assembling of im¬ 
ported semi-manufactured 
goods for sale in home mar¬ 
ket in contrast to the earlier 
period which was domina¬ 
ted by processing of domes¬ 
tic raw material? for export. 
It might be said that in the 


earlier period manufactur¬ 
ing looked inward to 
supply and outward to de¬ 
mand while in the later 
period this trend was 
reversed. In each case how¬ 
ever an artificial element of 
protection was present. 

The structural changes 
that occurred over the entire 
six decades are generally in 
the direction one would ex¬ 
pect. Agriculture’s share of 
output and of the labour 
force declined while that of 
manufacturing increased. 
But what is disturbing is that 
the proportion of labour in 
agriculture declined very- 
little — from 78 to 71 
per cent. Coupling the high 
proportion of the labour 
force in agriculture with 
very low productivity gives 
the explanation of low per 
capita income in th Philip¬ 
pines today. 

As regards Taiwan, in 
the first few years of the 
cccupafion in 1895, the Ja¬ 
panese authorities were high¬ 
ly sceptical about the \ah»e 
of tlm tropical land. Th: 
first step which the Japanese 
took was naturally to in¬ 
crease Taiwan's agricultural 
production by irrigation, 
flood -control, chemica 1 
fertilisers and farmers’ co¬ 
operatives. Meanwhile sugar 
industry was built up and 
this may be taken as the be¬ 
ginning of Taiwan’s indust¬ 
rialisation. After this emerg¬ 
ed gradually food-process¬ 
ing industries and other light 
industries along with some 
infrastructure. 

The late 1930s saw gradual 
changes in this policy as 
Japan waged a war against 
China. The outbreak of 
Pacific War in 1941 and the 
resulting difficulties in ocean 
shipping gave further im¬ 
petus to industrialisation in 
Taiwan. During 1936 to 
1942 there was an apparent 
industrial boom when some 
heavy industries such as 
machine-making, ship-build¬ 
ing and petroleum refining 
were started. But although 
the total real national in¬ 
come continued to increase 


on the whole during this 
period, real income per head 
ceased to do so after 1935 
when it reached approxima¬ 
tely US 8 40 per annum. 
Also manufacturing contri¬ 
buted only about 18 per cent 
to total national income as 
compared with 40 per cent 
by agriculture. 

The impact of the Pacific 
War on the Taiwan economy 
was disastrous. On VJ 
Day in 1945 when Taiwan 
was retroceded to the Re¬ 
public of China, about three- 
fourths of the industrial pro¬ 
ductive capacity was destroy¬ 
ed, agricultural output 
dropping to 45 per cent and 
industrial output to less than 
one-third of their respective 
pre-war figures. 

A painful process of re¬ 
habilitation and reconstruc¬ 
tion began after the war. But 
Japan was no longer an as¬ 
sured market while trade 
between Taiwan and the 
Chinese mainland was com¬ 
pletely cut off. Initially there¬ 
fore recovery was naturally 
very slow. However, these- 
diffieulties were gradually 
overcome and normalcy res¬ 
tored by 1949. With the 
US aid soon flowing into 
Taiwan, the progress of the 
economy was speeded up 
and that progress continues 
to this day. Taiwan showed 
an annual average growth 
rate of more than nine per 
cent between 1961 and 1968. 

On behalf of the Deve¬ 
lopment Centre of the Orga¬ 
nization for Economic Co¬ 
operation and Development, 
Oxford University Press 
has been bringing out a 
series of regional studies of 
which books on India and 
Pakistan have already been 
reviewed in these columns. 
This book on the Philip¬ 
pines and Taiwan belongs 
qualitatively to the same 
category. The treatment is 
authoritative. This book, 
compact and at the same 
time comprehensive, gives 
a fairly exhaustive picture 
of the economic develop¬ 
ments which are taking place 
in these two countries. The 


EASTERN ECONOMIST 


April 21, 1972 



818 


book would be welcomed by 
the students of regional eco¬ 
nomic development studies. 

Corporate Law 

It]is common knowledge 
that at present business cor- 
' porations play a very vital 
role in the economic develop¬ 
ment of a country and they 
have also great social and 
political impact. This being 
the case, it has become 
necessary to provide a satis¬ 
factory legal framework for 
the working of these busi¬ 
ness corporations so that 
misuse of power and money 
ma^be prevented or mini¬ 
mised. It is no wonder there¬ 
fore that almost every count¬ 
ry has enacted legislation 
regulating the management 
of business corporations. 

Management of Cargo 
rations purports to provide 
a comprehensive study of 
corporate laws and manage¬ 
ment in England, the USA, 
Germany, France, Japan and 
India. The author has given, 
in brief, the origin and 
growth of companies and 
company legislation in each 
of the above countries with 
various suggestions regarding 
legislative measures and the 
machinery for implementing 
them. 

So far as India is con¬ 
cerned, after dealing with 
the Companies Act of 1956, 
the author has dealt with 
the Monopolies and Restric¬ 
tive Trade Practices Act, 1969, 
which is largely based on 
the Restrictive Trade Prac¬ 
tices Acts of 1956 and I96X, 
the Resale Prices Act, 1964 
and the Monopolies and 
Mergers Act, 1965 of the 
United Kingdom. The 
author howevet opines that 
‘it is too early to tell io what 
extent this Act will succeed 
in implementing the objec¬ 
tives it seeks to achieve.’ 

In the chapter on ‘Labour 
Participation in Manage¬ 
ment’, the author has made 
an attempt to show why 
there should be no legal com¬ 
pulsion to have employee 
representation at board level 


in India until both labour 
and management are ready 
to accept this concept. Accor¬ 
ding to the author, this is 
borne out by the serious 
problem confronting th; 14 
nationalised banks in nam¬ 
ing their directors. Whether 
the basis of selection (of the 
representatives of employees 
on the reconstituted boards 
required to be done under the 
Banking Companies Act ol 
1970) of the two directors 
(one representing the junior 
officer cadre and the other 
representing the non-officer 
class) should be seniority 
and experience or represen¬ 
tation to recognised unions 
is a tricky problem which 
the government is unable tc 
solve. 

Having gone through the 
book, the author’s claim 
that it is ‘a multi-national 
study of corporate Jaw and 
management' and that 'there 
is no other book which has 
made a comparative study 
of the law and practice of 
corporate management in 
these countries ‘appears to 
be an extremely lull claim. 
Even if it is true, il is so only 
in the formal sense ft r ihis 
is essentially ‘a work of 
sessions and paste'. Most 
or the pages are taken up 
by bare enumeration of 
clauses of acts and such 
other details. The author 
has hardly shown any pene¬ 
trating analytical ability or 
understanding of the basic 
social attitudes and philoso¬ 
phies underlying such legi¬ 
slation. The book may give a 
smattering of knowledge 
about the vast subject, but 
it will certainly not satisfy 
the discerning readers. 

Planning in India 

There are many problems 
confronting Indian planners 
and Dilemmas In Planning 
is the compilation of 
speeches and articles of G.L. 
Mehta examining some of 
the crucial ones. lie has 
made an attempt to examine 
some of the vital issues such 
as investment, allocation of 
resources, foreign aid, fo¬ 
reign collaboration, role of 


private enterprise in planned 
economy, problems of tech¬ 
nology and management and 
the impact of developmental 
measures on democratic 
values of our nation. Since 
the problems facing the 
planners and the country arc 
crucial and since the author 
happens to be one who is 
intimately connected with 
our planning and develop¬ 
ment process, his ideas pre¬ 
sented in this book should 
receive serious considera¬ 
tion. 

At the very outset, the 
author is concerned with 
the problem of reconciling 
state action with individual 
freedom. According to him 
the problem is not one of 
choosing between an ideal 
conception of individual 
freedom and some kind of 
collectivism, but one of 
striking a proper balance 
between the two. The prob¬ 
lem before us is how to use 
the necessary state guidance 
and regulations and at the 
same time personal initiative 
to get out of stagnation and 
effect a break-through. This 
is a big challenge and our 
statesmen will have to 
successfully face it, if the 
country is to prosper and 
become strong. 

Writing about the pattern 
of India’s economy, the 
author writes: “Those 
who seek the elimination of 
the private sector... do not 
fully appreciate the dyna¬ 
mics of growth in an econo¬ 
my like ours. On the other 
hand, those who advocate 
the abolition of the public 
sector do not understand 
the essenti *ls of social a ul 
economic development in an 
emergent country like ours 
at the present.” On techno¬ 
logy and development, G.L. 
Mehta pleads that there 
should be selective approach 
in which “pace and degree 
of mechanisation should be 
determined in the light of 
our prevalent agricultural 
and industrial conditions.” 
Developing countries, there¬ 
fore, need technologies ap¬ 
propriate to their condi¬ 
tions, resources and needs, 


instead of wholesale borrow¬ 
ing from the advanced count¬ 
ries. 

* 

According to the author, 
the ^important lessons which 
the'second five-year Plan 
has taught us are greater em¬ 
phasis on agriculture, grea¬ 
ter encouragement to ex¬ 
ports and appropriate fo¬ 
reign exchange budgeting, 
all of which were neglected 
in the second Plan with dis¬ 
astrous consequences. The 
lessons of the second Plan 
are still valid in 1972. 

The article on ‘Foreign 
Aid: Stimulus or Soporific’ 
is very stimulating. It has 
examined critically the role 
of foreign aid to India which 
constituted five per cent, 
19 per cent, 23 per cent and 
17 per cent of the total out¬ 
lay in our four five-year 
Plans, respectively, and 
according to the author, 
made possible ‘an annual 
rise of one per cent national 
income in India. He has 
referred to the main re¬ 
commendations in this field 
of the Pearson Commission 
and the Peterson Task Force 
Report. The recommenda¬ 
tions contained in the above 
two reports that one per 
cent of GNP of developed 
countries should be given 
as aid, that the aid should 
be generally for priority 
sectors, that it should be 
internationalised and be 
given through institutions 
like the International De¬ 
velopment Bank and that a 
committee should be appo¬ 
inted to direct aid policies 
and programmes should all be 
acceptable to governments 
and people in developing 
countries which have come 
to look upon foreign aid 
with a certain amount of 
suspision due to its being 
used as an instrument of 
foreign policy by some of 
the donor countries. 

As regards the role of pri¬ 
vate sector, (he author is 
of the opinion that “while 
the broad structure of eco¬ 
nomic policy has remained 
unchanged, its implementa¬ 
tion has become more flexi- 
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ble and in ^nany Ways more 
favourable to the exercise 
of the private sector, both 
indigenous/ and foreign/* 
But the author has also 
warned that “private enter¬ 
prise has, indeed, to play a 
role which has to be in con¬ 
sonance with the social 
philosophy of the times/’ 
He has pointed out that 
private enterprise cannot be 
a vested insterest in itself, 
but feels sure that “it will 
not be found wanting in the 
challenge if faces in emer¬ 
gent economies/* Writing 
on ‘Beyond the Two Sec¬ 
tors’ the author opines that 
“Nothing is more important 
,. than to make the pri¬ 
vate sector institutional in 
character and professioanl 
in methods, while ways must 
be found whereby initiative, 
experiment and flexibility 
can be preserved within the 
public sector.” People 
generally think only in 
terms of traditional values 
and institutions and emer¬ 
gent nations will have to 
give up old 19th century 
notions and frameworks and 
think and act along new 
lines to suit changing times, 
if they are to successfully 
slove their problems of 
poverty. 

It is an excellent collec¬ 
tion of articles and speeches, 
entertaining and instruc¬ 
tive. The style is chatty and 
anecdotal and therefore the 
book is extremely readable. 
Though much of what G.L. 
Mehta has said in this book 
is now commonplace, there 
is no doubt that due to his 
long association with India’s 
developmental efforts in the 

S rivate and public sector, 
e has brought vei 7 keen 
insight and broad vision to 
his analysis of some of the 
most pressing problems be¬ 
fore the country. 

American Economy 

Research in economic his¬ 
tory ‘has literally exploded 
in the past decade*. The 
Wiley Series aims at giving a 
breadth and depth to Ameri¬ 
can economic history so far 
not fotrad in a single con¬ 


ventional textbook on the 
subject. 

The Triumph of American 
Capitalism by Louis Hacker, 
published in 1940, presen¬ 
ted a provocative and chal¬ 
lenging view of America’s 
past. The Course of Ameri¬ 
can Economic Growth and 
Development by the same 
author presents to economic 
historians many unconven¬ 
tional hypotheses. The 
approach of the author 
makes the book extremely 
readable, challenging many 
of the views presented by a 
number of economic histo¬ 
rians previously. 

Part of the American 
heritage is, according to 
the author, the rejection and 
acceptance of certain Euro¬ 
pean attitudes, commit¬ 
ments and institutions. 
Some of the important ele¬ 
ments woven into the Ame¬ 
rican morses and against 
which alone the develop¬ 
ment of American economic 
history can be properly un¬ 
derstood and appreciated 
are: (i) the American cli¬ 
mate and its way of life have 
always been capitalist; (ii) 
Americans have always re¬ 
garded themselves as middle 
class; (fil) work to the Ame¬ 
ricans has always been in¬ 
vested with dignity; (iv) the 
American has always been 
a pragmatist; and (v) the 
Americans are committed 
to the rule of law. 

There is the elaborate and 
critical analysis of the usual 
American developments 
such as the expanding co¬ 
lonial world during the 
early period of colonisation, 
the inadequacies of the 
article of conferation, the 
ante-bellum years and the 
structure of the American 
economy during those years, 
the process of industriali¬ 
sation before the civil war 
of 1861-65, the southern 
plantation economy based 
on slave labour (which, it is 
now being asserted, was 
less efficient and therefore 
its employment less profit¬ 
able implying the ultimate 
doom of the slave system). 


the takc-oif in the post-civil 
war period and the part 
played therein by entrepre¬ 
neurs, labour, money and 
banking, agriculture and go¬ 
vernment policies, achieve¬ 
ments of Woodrow Wilson, 
the causes and consequences 
of the great depression, the 
reforms under the New Deal 
and the American economy 
during 1950s and 1960s. 

Naturally the economic 
developments during the 
1950s and 1960s attract 
our attention. We notice 
that during these years, the 
growth in real GNP had ups 
and downs and the employ¬ 
ment rate too had its swings. 
We notice that inflation be¬ 
gan to appear in the USA in 
the second half of 1950s and 
then accelerated in the 
1960s. During 1950s and 
1960s there was chronic defi¬ 
cit in the balance of pay¬ 
ments of USA and a gold 
drain.Despite prosperity and 
high employment, depressed 
areas continue to exist, ur¬ 
ban blight has become com¬ 
mon and the unemployment 
rates of non whites are not¬ 
ably high. And finally wc 
notice that despite the vali¬ 
dity of private enterprise, 
there has been more and 
more governmental direc¬ 
tion and control which has 
come to be generally accep¬ 
ted as something necessary 
to sustain the delicate balan¬ 
ces in the American econo¬ 
my. 

While the students of 
economic history will find 
the entire book provocative, 
challenging and extremely 
readable, those not so much 
interested in the historical 
aspect will find chapters 15 
and 16 dealing with the cur¬ 
rent economic problems of 
an affluent economy ex¬ 
tremely stimulating and inst¬ 
ructive. The approach of 
the author to the study of 
economic history which 
combines the conventional 
descriptive method with sta¬ 
tistical and mathematical 
approaches makes the inter¬ 
pretation of the subject 
more exact. At present 
quantification of various 


branches of economics is 
the general trend and econo¬ 
mic history cannot for long 
remain an exception to the 
rule, though the applica¬ 
tion of statistical and ma¬ 
thematical methods to eco¬ 
nomic history has clear limi¬ 
tations. 

Economics of 
Socialism 

Human understanding, 
even his imagination, have 
their limits and we who are 
used to our own social and 
cultural environment, fail 
to comprehend fully an 
alien socio-economic system 
like communism, however 
sincerely wc make an effort 
to understand its working. 
And yet wc cannot afford 
to remain ignorant of the 
working of social systems 
other than our own This 
explains the urgent need, for 
readers in capitalist count¬ 
ries and of countries like 
India with mixed economies 
of an excellent book on so¬ 
cialism viewing all the as¬ 
pects of the system objective¬ 
ly and explaining them lucid¬ 
ly. No book does that in a 
better way than The Eco¬ 
nomics of Socialism by 
J. Wilczynski. 

In the Marxian termino¬ 
logy, there arc two stages 
of communism. The first 
state (the ‘lower stage' of 
Marx) or ‘socialism’ is a 
transitional stage during 
which sonic elements of 
capitalism arc retained and 
the second stage (Marx’s 
‘higher stage’) or ‘commun¬ 
ism’ is the stage that is mar¬ 
ked by the desappcarance 
of the last vestiges of capi¬ 
talism and the ultimate 
‘withering away’ of the 
state. 

The author classifies the 
models of the socialist eco¬ 
nomy into four categories: 
(l) the bureaucratic centra¬ 
lised model, (2) the piano- 
metric centralist model, (3) 
selectively decentralized mo¬ 
del, and (4) supplemented 
market model. While most 
of the communist countries 
are undergoing gradual 
transformation since 1960s, 
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only Yugoslavia falls in the 
last category. 

At present ail the com¬ 
munist countries subscribing 
to Marxism-Leninism are 
characterised by (i) concent¬ 
ration of power in the com¬ 
munist party representing 
the working classes, (ii) so- 
r ciarownership of the means 
of production, (iii) central 
economic planning, and (iv) 
socially equitable distribu¬ 
tion of national income. 

Most communist count¬ 
ries are gradually being re¬ 
formed since 1960. Some 
of the reforms introduced 
are': liberalisation of plan¬ 
ning, greater independence 
to enterprises, introduction 
of the criterion of profit, 
strengthening of material in¬ 
centives to labour, price re¬ 
forms, greater role assigned 
to finance and credit, es¬ 
tablishment of closer links 
between production and 
consumption and reorienta¬ 
tion of foreign trade. In 
most communist countries 
(except Albania) the old 
dogmatic approach is giv¬ 
ing place to new pragmatism 
and experimentation. 

As is well-known the basic 
principles of socialist plan¬ 
ning followed by the com¬ 
munist countries arc : (i) 
determination of the cii- 
tcria of economic calcula¬ 
tion underlying planning 
decisions, (ii) determi¬ 
nation and quantification of 
the targets to be reached in 
the planning period, (iii) 
co-ordination of the targets 
to ensure "material balances’ 
and internal consistency of 
the plan, (iv) determination 
of appropriate methods to 
ensure plan fulfilment, and 
(v) current revision of tar¬ 
gets according to changing 
conditions. The author has 
shown lucidly, with the help 
of a simple model, how the 
communist countries try to 
seek overall balance among 
(a) production, consumption 
and accumulation, (b) pri¬ 
mary, secondary and final 
distribution of national in¬ 
come, (c) personal money 
income and expenditure, (d) 


fixed and circulating assets 
in productive and unproduc¬ 
tive enterprises, and (e) 
utilisation of labour re¬ 
sources. Against this back¬ 
ground, the author discusses 
‘optimal planning’. There 
may be a number of plans 
which are internally consis¬ 
tent and capable of fulfil¬ 
ment; but once a particular 
criterion is accepted, there 
can be only one ‘optimal 
plan*. The practical effort 
so far has been limited to the 
application of the optimisa¬ 
tion procedures only to 
selected sectors of the eco¬ 
nomy, such as investment, 
the location of specific in¬ 
dustries, transport and 
foreign trade. The most ad¬ 
vanced work in this field is 
done in Hungary. 

As regards extension of 
the role of market mechan¬ 
ism to planned economy in 
socialist countries, it is 
being justified on three 
grounds: it is necessary to 
gain efficiency at^ micro- 
economic level which was 
neglected in the Marxian 
analysis which in ^ its 
approach was essentially 
macro economic; it is neces¬ 
sary for the continuous 
verification of planned deci¬ 
sions; and finally, it provides 
a salutary discipline in the 
form of competition so that 
production and distribution 
are constantly being adapted 
to buyers’ preferences. 

Profit has come to be 
officially accepted in the 
USSR since 1965. But the 
role of profit under social¬ 
ism differs significantly from 
that under capitalism. Brief¬ 
ly, under socialism, profit 
is not an objective but a 
means; it cannot be in¬ 
creased by restricting pro¬ 
duction; it cannot be owned 
by private persons (except 
in very minor cases and to 
an insignificant extent); pro¬ 
fit is only one of the seve¬ 
ral driving forces behind 
socialist production; it is 
necessarily an objective mea¬ 
sure of efficiency of business 
enterprise; differences in 
profit rates do not necessari¬ 
ly determine the distribution 


of investment; and lastly, 
flows of capital to foreign 
countries are not determined 
by profit considerations. 

After explaining the com¬ 
munist concept of national 
income (which includes only 
material products and not 
immaterial services which 
fact makes any rational 
comparison of GNP of capi¬ 
talist and communist count¬ 
ries very difficult), the author 
has analysed the problems 
of accumulation which cor¬ 
responds to the concept of 
investment in capitalist 
countries. 

The planned accumula¬ 
tion is realised by direct and 
indirect measures restrict¬ 
ing current consumption. 
At present there are three 
sources of providing finance 
to enterprises — the state 
budget, banks and enter¬ 
prisers’ own resources, the 
last playing an increasingly 
important role in recent 
years. As regards the free¬ 
dom of choice for consu¬ 
mers, attempts are being 
made in recent years to co¬ 
ordinate the production of 
consumer goods to the de¬ 
mands and preferences of 
consumers through devices 
such as survey of consumer 
responses and exhibitions. 
This ensures what the com¬ 
munist theorists call ‘ra¬ 
tionalised consumer sover¬ 
eignty*. As regards wage 
structure’ though the Marx¬ 
ist theory speaks of ‘to 
each according to his needs’, 
in fact various incentives, 
moral and material, are 
provided in proportion to 
their efficiency measured by 
profit earned by their enter¬ 
prises which retain a part 
of the profit for distribution 
as incentive bonus among 
the participating workers. 

Price mechanism is being 
made use of to a greater ex¬ 
tent than before. But the 
price mechanism in com¬ 
munist countries is not 
the same as in capitalist 
countries. Price mechanism 
in communist countries has 
to subserve the plan objec¬ 
tives in the sphere of produc¬ 


tion as also in the sphere of 
consumption. This is achiev¬ 
ed by having two-tier price 
system, one for the producers 
and the other for consumers, 
the two sets of prices being 
determined by totally diffe¬ 
rent considerations. The 
methods adopted for fixing 
prices show that prices in 
communist countries appear 
to have nothing to do with 
the labour theory of value 
which is the foundation of 
Marxist analysis. 

Like pricing, money, ban¬ 
king and fiscal policy have 
been playing increasingly 
important role in communist 
countries -with this diffe¬ 
rence that they arc all pro- 
peily co-ordinated and have 
to help achieve plan 
targets. The same is 
true of international 
trade which is being re¬ 
oriented. The communist 
countries have given up 
their former autorkic poli¬ 
cies and have been entering 
the field of international 
trade both on bilateral and 
multilateral basis. This is 
to take advantage of higher 
technology in western count¬ 
ries, to secure raw materials 
from developing countries 
and to share the advantages 
of comparative costs. Since 
Stalin’s death there has 
been considerable expansion 
in the international trade 
of the USSR . The chapter 
on ‘International Economic 
Co-operation’ which ex¬ 
plains the economic co¬ 
operation of communist 
countries with capitalist 
countries and among them¬ 
selves is very instructive. 
Thus communist countries 
arc co-operating among 
themselves through Come- 
con for economic plann¬ 
ing, to reap advantages of 
specialisation, for technolo¬ 
gical reasons, for standardi¬ 
sation and for transport and 
communication purposes. 

Comparing the socialist 
system with capitalism, the 
author considers socialism 
superior to capitalism in re¬ 
gard to the mainspring of 
economic activity, the level 
of employment, rates of 
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growth, d&nily of labour, 
distributiotf of national in¬ 
come. application of the 
principle ofsocial cost-bene¬ 
fit principle and prevention 
of certain forms of wastes 
(such as product obsoles¬ 
cence, unnecessary product 
differentiation, unwanted 
pragmeatation and dupli¬ 
cation of equipment, ex¬ 
cessive number of people 
working for sales promo¬ 
tion, misleading advertise¬ 
ment, etc., etc. generally 
associated with capitalism), 
and dynamism. 

On the other hand, the 
major weaknesses of socia¬ 
lism are (he undue ideolo¬ 
gical and political domin¬ 
ance of the economic scene, 
bureaucracy and inflexibi¬ 
lity, poor correspondence 
of decision-making between 
macro and micro levels, 
the system’s liability to big 
errors, absence of rational 
and workable pricing sys¬ 
tem, insufficient effective 
competition and finally the 
system’s tendency to pro¬ 
duce what has come to be 
known as alienation- The 
overall effect of all the above 
weaknesses is reflected in 
limited personal freedom 
and low efficiency of labour 
in communist countries. 

Are the two systems, 
namely socialism and capi¬ 
talism, converging as Jan 
Tinbergen said in 1965? 
Many economists on both 
sides think so. Considering 
what is happening in both 
capitalist and socialist sys¬ 
tems in the spheres of micro¬ 
macro analysis, economic 
planning, economic ad¬ 
ministration, money and 
banking, role of profits, pro¬ 
perty ownership, distribu¬ 
tion of national income, 
social structure, prices and 
the role of consumer prefe¬ 
rences, one is inclined to 
believe that socialism and 
capitalism are moving away 
from their classical models 
and are converging due to 
technological, political and 
such other pressures and 
compulsions. 

This excellent book which 
contains lucid analysts of all 


the above problems is a 
■must’ for tne students of 
economics who want to know 
the essentials of socialism. 
And who does not? So¬ 
cialism at present has prov- 
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COMPANY MEETING 

Self-reliance: 

Madias Rubber Factory 
surpasses its own record. 



Shri. K. M. Cherian 


Text of the speech delivered by 
Padnia Bhushan Shri. K. M. 
Cherian at the 11th Annual 
General Meeting of the Company, 
held on Wednesday, March 
29, 1972. 

Gentlemen, 

1 have great pleasure in 
welcoming you to the 11th 
Annual General Meeting of our 
Company. 

TRIBUTE TO OUR 
PRIME MINISTER 

When we met last year, the Par¬ 
liamentary elections had just been 
held and the country's destiny 
had been confided to Mrs. Indira 
Gandhi. I had then ofTcrcd our 
hearty congratulations to Mrs. 
Gandhi. Now, as we meet again, 
the Assembly elections have been 
held, and the results arc an over¬ 
whelming endorsement of what 
happened last year. The past 
year's events have justified the 
country's instinctive choice of 
Mrs. Gandhi as leader of the 
lation; and it is tilting that wc 
begin by paying tribute to our 
Prime Minister. 

Last year, our country nud to 
pass through a fiery ordeal. The 
Pakistani aggression and the 
flooding of our country with 10 
million destitute refugees posed, 
for our country, problems of the 
greatest magnitude. How the war 
was won in 14 days and how the 
10 million refugees were taken 
care of and finally led back to 
their homes arc splendid feats that 


have added lustre to the nation’s 
record of achievements. I hope 
you will agree with nie that this 
has been solely due to the great 
leadership of Mrs. Gandhi. Events 
that could have left our country 
in shambles have been turned 
into sagas of triumph and glory. 
Today India is greater than a 
year before, throbbing with inner 
vigour and with enhanced respect 
from other countries. Let us 
salute the Leader. 

HIGHLIGHTS; 

WAR EFFORT: The country 
rose as one man to the defence of 
the motherland in the year of 
crisis. The clarion call echoed 
through the length and breadth 
of the country. The call came to 
the Automobile Tyre Industry, 
too. The Industry responded to 
the call and in December gave a 
15% production increase over 
November. The tyres were deli¬ 
vered at the places indicated and 
within the time desired by the 
Defence authorities. The Govern¬ 
ment has recorded its appreciation 
of the contribution of the Tyre 
Industry and we are legitimately 
proud of our performance. 

SELF-RELIANCE: Likewise the 
country accepted the challenge of 
development through self-re¬ 
liance. Whereas originally Auto¬ 
mobile Tyres were fully imported, 
now India makes its own tyres. Its 
tyre production is adequate, not 
only to meet the country's needs, 
but also for exports that earn 
considerable foreign exchange. 
Initially, after commencing the 
manufacture of our own tyres, 
much of the raw material had to 
be imported. But today, except 
for few items, the required raw 
materials are procured in India. 

In our Company, this quest for 
self-reliance commenced as early 
as 1963. In that year, Shri Jawu- 
harlal Nehru inaugurated our 
in-plant research facility with the 
words, "Your record is good. 
Your future must surpass k.” 
The success of our Company 
has been built on a tradition of 
self-reliance with no foreign tech¬ 
nicians on the staff. Tha expertise 


is home-grown. Trained by the 
Mansfield Tire and Rubber Com¬ 
pany, our American collaborators, 
our technicians have been wholly 
responsible for the development of 
tyre technology in our Company. 
I believe it is very relevant to men¬ 
tion here that we have achieved 
a significant breakthrough in 
rubber machinery technology. 
For our new Factory Unit in 
Goa with a rated capacity of 
3 lakh tyres, we are importing 
capital goods valued at only 
Rs. 1.15 crorcs. The balance 
machinery will be fabricated 
locally by our engineering staff 
with the technical assistance 
available from Mansfield. 



A Tyre Mould 
made by MRF 


GOA UNIT: We have received a 
letter of intent to start a tyre unit 
in Goa with a capacity of 3 lakh 
tyres and tubes. Land has been 
purchased, civil works have 
commenced and it is our hope 
that production can begin here in 
1973. With this new letter of 
intent for a unit in Goa, we are 
today the second largest licensee 
for manufacture of tyres in India. 

PROGRESS OF TYRE INDUS¬ 
TRY: Since I960, production of 
tyres has increased three-fold. In 
1971 there was! a 15% production 
increase over 1970. In 10 years. 
India's exports have increased 
from about Rs. 160 lakhs to over 
Rs. 700 lakhs. The Government 
of India is sparing no effort to 
ensure that the country's tyre 
needs are fully met. As an urgent 
measure existing units, subject to 
certain stipulations, have been 


permitted to double their pro¬ 
duction. As a long-term measure, 
letters of intent to start new units 
have been issued to 12 new 
entrepreneurs. 

WORKING RESULTS: The 
Directors' Report and Audited 
Accounts for the year ended 30th 
September, 1971 have been in 
your hands for some time now, 
and, with your permission, I shall 
take them as read. There was a 
strike in the Company's Madras 
Factory for a period of 96 days. 
The loss in production has been 
considerable. In spite of this, 
it is gratifying to note that sales 
achieved for the year have only 
been 10% lower than that for the 
previous year. The General 
Reserve stands at Rs. 113.39 lakhs 
as on 30th September, 1971 as 
against Rs. 88.5 lakhs as on 
30th September, 1970. 



in recommending a payment of 
12% dividend on the paid-up 
capital of the Company as on 
30th Scotember.1971. 

EXPANSION: MADRAS UNIT: 
As I said last year, we hope to 
complete the expansion of our 
Madras capacity from 3,60,000 
units to 6,10,000 units. Though 
the strike in the factory held up 
operations for a period, we still 
hop*; to achieve the expansion 63 
originally planned. 

Continue4 
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EXItoRlS: Export wax recogni¬ 
sed Jby our Company from its 
early 'beginning as a vital factor 
towards achieving self-sufficiency 
Towards this end, our Company 
has made significant contribu- 
lions which have been duly recog¬ 
nised through export awvuds 
given to the Company. The 
Government has announced 
recently its intention to award 
MRF a Certificate of Merit for its 
meritorious export performance 
for the year 1969-69. The Com¬ 
pany is meanwhile strengthening 
its export base and has taken 
a number of steps in this direction 
including market surveys abroad 
and additions to the existing 
range of products. 

During the year under review, 
though there has been a further 
increase in the quantum of export 
orders received, actual exports 
dropped to Rs. 46.69,000 as 
against Rs. 58,39,000 for the pre¬ 
vious year consequent to the 
stoppage of production for over 
three months. 



RESEARCH AND DEVELOP¬ 
MENT; Last year 1 stressed the 
nded for a continuous flow of tech¬ 
nical know-how from our colla¬ 
borators. While it is true that we 
have been able to develop indi¬ 
genous machinery and equipment 
for the manufacture of tyres, 
1 must gratefully acknowledge 
the guidance, assistance, and en¬ 
couragement given to us by our 
collaborators. We will continue 
to need this assistance as the I yrc 
Industry in our country cannot 
yet afford the colossal expenditure 
needed on original research. All 
along, our research has been 
confined to the field of import 
substitution. We have, no doubt, 
achieved some measure of success 
in this area, but we have to draw 
from abroad the great scientific 
advancements that arc conti¬ 
nuously taking place in tyre 
technology. Collaboration on a 
continuous basis is therefore Hie 
only means by which we partici¬ 
pate in these advancements. I can 
confidently state that the un¬ 
reserved flow of technical know¬ 
how from our collaborators, 
Messrs. Mansfield Tire & Rubber 
Company, Ohio, U. S. A., has 
enabled us to keep pace with the 


latest developments hi tyre tech¬ 
nology. 

PROSPECTS; The working of 
our Company for the first five 
months of the current year has 
been quite satisfactory. Sales have 
improved substantially over the 
corresponding period of last year. 
It is hoped, that if the same trend 
continues, the annual sales this 
year would exceed last year's 
sales by 40%. 



Mr. James li. Hoffman 


COLLABORATORS: We arc 
deeply indebted to our technical 
collaborators, the Mansfield Tire 
A Rubber Company, Ohio, 
U.S.A., and their President, 
Mr. James H. Hoffman, for the 
continuous technical assistance 
and for help rendered in finding 
export markets. We are also 


thankful to Mr. Hoffman for 
making it convenient to visit our 
country in February this year and 
for giving us valuable on-the-spot 
guidance in many matters relating 
to expansion projects on hand 
and the working of our Company. 
CONCLUSION; A new agree¬ 
ment with the workers* Union 
entailing revision in wages, dear¬ 
ness allowance, incentive bonus 
and certain other benefits was 
signed on 18th November, 1971 
with died from 1st October, 

1971 to 30th September, 1975. 

Our Company has completed 
25 years of work. All through 
these years, wc have been driven 
by the desire to be self-dependent, 
and today, more than ever, we me 
aware ot the demand•. the country 
has placed on us—the highest 
levels ot self-reliance both in the 
fields of taw material* and capital 
goods. I take this opportunity 
to thank all our rctreadcr friends, 
tyre dcaleis, consumers, banking 
and financial institutions and sup¬ 
pliers for their close co-operation. 
I also thank the workers, staff, 
management and my colleagues 
on the board for their contribu¬ 
tion to the growth and develop¬ 
ment of our Company. 


Madias Rubber Factory Limited 

(In collaboration with Mansflald Tiro 4 Rubber Company, U.S.A ) 175/1 Anna Salai, Madras 2, India. 
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regular and dependable service between 
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INDIA—POLAND Also around the INDIAN COAST 
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COMPANY NOTICE | * 

Hindustan Aluminium 
Corporation Limited 

Registered Office: 'CENTURY BHAVAN/ Dr Annie Besant Road, 

Bombay-25 DD 


NOTICE is hereby given 
that the Thirteenth Annual 
General Meeting of the 
Shareholders of the Com¬ 
pany will be held at Birla 
Matushri Sabhagar, 19, 
Marine Lines, Bombay-20 
on Friday the 19th May, 
1972 at 4-00 P.M. to trans¬ 
act with or without modifi¬ 
cations as may be per¬ 
missible, the following busi¬ 
ness: 

1. To consider and adopt 
the Directors’ Report, the 
Audited Balance Sheet and 
the Profit and Loss Account 
for the year ended 31st 
December, 1971. 

2. To sanction the dec¬ 
laration of dividend on Pre¬ 
ference Shares for the year 
ended 31st December, 1971. 

3. To sanction the dec¬ 
laration of dividend on 
Equity Shares for the year 
ended 31st December, 1971 

4. To appoint u Director 
in place of Shri G.D. Birla, 
who retires from office, by 
rotation, in accordance with 
Article 146 of the Articles 
of Association of the 
Company, and, being eligi¬ 
ble, offers himself for 
re-election. 

5. To appoint a Director 
in place of Mr. Edgar, 
F. Kaiser, who retires from 
office, by rotation, in accor¬ 
dance with Article 146 of 
the Articles of Association 
of the Company, and, being 
eligible, offers himself for 
re-election. 

6. To appoint a Director 
in place of Shri G.D. Jha- 
war, who retires from office, 
by rotation, in accordance 
with Article 146 of the 


Articles of Association of 
the Company, and, being 
eligible, offers himself for 
re-election. 

7. To consider and, if 
thought fit, to pass the fol¬ 
lowing Resolution which will 
be proposed as an Ordinary 
Resolution: 

“RESOLVED that pur¬ 
suant to the provisions of 
Section 258 and all other 
applicable provisions, if any, 
of the Companies Act, 1956, 
the number of the existing 
Directors of the Company 
be increased from lOto 12”. 

8. To appoint Shri T.C. 
Saboo (who was appointed 
as an Additional Director 
by the Board under Article 
141 of the Articles of Asso¬ 
ciation of the Company 
and who holds office only 
up to the date of this meet¬ 
ing and in respect of whom 
the Company has received 
a notice in writing signifying 
the intention to propose 
him as a candidate for the 
office of Director) as a Di¬ 
rector of the Company 
and to consider, and, if 
thought fit, to pass the 
following Resolution, which 
will be proposed as an 
Ordinary Resolution: 

•'RESOLVED that pur¬ 
suant to the relevant provi¬ 
sions of the Companies Act 
1956, including Section 257, 
Shri T.C. Saboo be and is 
hereby elected and appoin¬ 
ted a Director of the Com¬ 
pany.” 

9. To appoint Shri Bhu 
pendra Kumar Sethi (who 
was appointed as an Addi¬ 
tional Director by the Board 
under Article 141 of the 


Articles of Association of 
the Company and (who holds 
office only up to tne date of 
this meeting and in respect 
of whom the Company has 
received a notice in writing 
signifying the intention to 
propose him as a candidate 
for the office of Director) as 
a Director of the Company 
and to consider, and, if 
thought fit, to pass the 
following Resolution, which 
will be proposed as an Ordi¬ 
nary Resolution: 

“RESOLVED that pur¬ 
suant to the relevant provi¬ 
sions of the Companies Act, 
1956, including Section 257, 
Shri Bhupendra Kumar 
Sethi be and is hereby elec¬ 
ted and appointed a Direc¬ 
tor of the Company.” 

10. To consider, and if 
thought lit, to pass the fol¬ 
lowing Resolution, which 
will be proposed as an Ordi¬ 
nary Resolution: 

“RESOLVED that pur¬ 
suant to the provisions of 
Section 294 and other appli¬ 
cable provisions (if any) 
of the Companies Act, 1956, 
the Company hereby con¬ 
firms and approves of the 
appointment of M/S Hindu¬ 
stan Sales Agencies, 6, Old 
Post Office Street, Calcutta, 
as the Sole Selling Agents of 
the Company for the States 
of Punjab, Haryana, Rajas¬ 
than, Jammu & Kashmir, 
Himachal Pradesh and 
Union Territory of Delhi for 
the sale of the Company's 
products comprising of 
Rolled Products and Extru¬ 
sions for an initial j>eriod of 
one year commencing from 
1st January, 1972, subject to 
renewals if so deemed fit 


by the Board each year, but 
not beyond the maximum 
period of five years in all,, 
on payment of commission 
a*t the rate of one per cent 
on the Company's ex-works 
price excluding excise duty, 
and on the other terms and 
conditions contained in the 
Agreement recorded in a 
letter dated 13th March, 
1972 addressed by the Com¬ 
pany to the said M/S Hin¬ 
dustan Sales Agencies, and 
confirmed by the latter, plac¬ 
ed before this Meeting and 
hereby approved.” 

11. To appoint Auditors 
to hold office from the con¬ 
clusion of this meeting until 
the conclusion of the next 
Annual General Meeting and 
to fix their remuneration. 

NOTICE is also given 
that the Register of Mem¬ 
bers and Transfer Books of 
both Equity and Preference 
Shares of the Company will 
remain closed from 26th 
April, 1972 to 13th May, 
1972, both days inclusive. 

By Order of the Board ©f 
Directors 

Bombay M.K. Jain 

Dated the 15th Secretary 
day of April, 1972. 

N.B.: (I) A member en- 
tited to attend and vote is 
entitled to appoint a proxy 
to attend and vote instead 
of himself and the proxy 
need not be a member. 

(2) The relative Explana¬ 
tory Statements, pursuant to 
Section 173 of the Com¬ 
panies Act, 1956, in respect 
of the special business under 
items Nos. 7, 8, 9 and 10 
set out above are being pos¬ 
ted to the Shareholders along 
with the notice of the afore¬ 
said Meeting. 

(3) Dividends on Equity 
Shares and Preference Shares 
when sanctioned will be 
made payable on and after 
25th May, 1972 to those 
shareholders whose names 
stand on the Register of the 
Company as on 13th May, 
1972 to whom Dividend war* 
rants will be posted. 

Shareholders ..are re¬ 
quested to intimate to the 
Company change, if any, 
in their registered addresses. 
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Agriculture Ministry’s 
Report: 1971-72 


There was an all-round in¬ 
crease in the production of 
both foodgrains and com¬ 
mercial crops in 1971-72. 
According to the report of 
the union Ministry of Agri¬ 
culture for the year 1971-72 
the production of wheat in 
the current year might be 
about 26 milion tonnes as 
compared to the last year’s 
level of 23.2 million tonnes 
and the fourth Plan target 
of 24 million tonnes. 

Among the commercial 
crops, production of cotton 
might be about 1.0 million 
bales higher than last year 
while that of jute might 
be higher by about 
800,000 bales. The pro¬ 
duction of rapeseed and 
mustard is likely to reach 
a new record level while 
that of groundnut might 
be somewhat lower as also 
in the case of sugarcane. 

high yielding varieties 

The target for covering 
18 million hectares under 
high yielding varieties of 
cereals in 1971-72 is expec¬ 
ted to be achieved in full. 
In wheat production the 
high yielding varieties have 
brought about a revolution. 

In the case of rice also, a 
breakthrough is in sight. 
High yielding varieties of 
rice have shown particular¬ 
ly impressive results dur¬ 
ing the summer season, 
which is a promising de¬ 
velopment. Hybrid bajra 
is also showing good pro¬ 
gress, although during kharif 
1971 incidence of one or 
two diseases was noticed 
in Haryana and Rajasthan. 

In the case of hybrid jowar 


and hybrid maize, there are 
some snags and research 
efforts are being intensified 
to evolve belter varieties. 

multiple cropping 

Pilot projects for multiple 
cropping have been taken 
up from the current year 
under a centrally sponsored 
scheme. Under these pro¬ 
jects special emphasis is 
being given to adaptive re¬ 
search trials, water use and 
management, scientific de¬ 
monstrations, provis : on of 
credit, inputs and marketing 
facilities. 

production of pulses - 

Research work has been 
intensfiod through All-India 
Coordinated Research Pro¬ 
ject on Pulses. Some high 
yielding and short duration 
varieties of arhar, urad, 
moong and lentils have been 
evolved by scientists and are 
being tested before their 
release. Three of these varie¬ 
ties have been released also. 
A centrally sponsored scheme 
for seed multiplication 
and demonstration of these 
newly released varieties has 
been formulated for imple¬ 
mentation from 1972-73. 

commercial crops 

Under the Emergency Pro¬ 
duction Programme under¬ 
taken since December, 1971, 
plant protection measures 
were organised on a cam¬ 
paign basis to cover an area 
of 130,000 hectares under 
rapeseed and mustard crop. 
The production of this crop 
in the current year is ex¬ 
pected to be substantially 


higher than last year. In 
the case of groundnut, pa¬ 
ckage programmes have 
been implemented, both un¬ 
der the state plans and under 
the centrally sponsored 
scheme. 

Important initiatives have 
been taken for the cultiva¬ 
tion of non-tradilional oil¬ 
seeds, such as soyabean and 
sunflower seed. Soyabean 
cultivation has been taken 
up in Maharashtra, Gujarat, 
Madhya Pradesh and Uttar 
Pradesh. To provide incen¬ 
tive to the producers, the 
Food Corporation of India 
has been authorised to pay 
a premium of up to Rs 15 
per quintal over and above 
the purchase price of Rs 85 
per quintal. In the case of 
sunflower seed, demonstra¬ 
tion programmes have been 
taken up to acquaint the 
farmers with the crop and 
the techniques of its culti¬ 
vation. 

A number of new pro¬ 
grammes have been initia¬ 
ted during the year under re¬ 
port for the development of 
cotton. An Intensive Cotton 
District Programme has been 
taken up in 13 districts in¬ 
cluding six predominantly 
irrigated districts and 7 dist¬ 
ricts in the rain-fed cotton 
tracts. A new variety hyb- 
rid-4, has been found capa¬ 
ble of yielding additional 
1.5 to 2.0 bales per hectare. 
Another variety MCU-5 has 
also proved to be promising 
for cotton producing areas 
in the south. The coverage 
under both these varieties 
is being substantially step¬ 
ped up. Development of 


£otton in the newly irriga 
ted areas in the command of 
Rajasthan Canal, Tunga- 
bhadra and Nagarjunasa- 
gar Projects is also being 
undertaken. All these mea¬ 
sures are expected to lead 
to substantial rise in indi¬ 
genous production and cur¬ 
tailment of imports of cotton 
in the next two or three 
years. 

fn the case of jute also, 
an Intensive Jute District 
Programme has been app¬ 
roved by the government of 
India for increasing the pro¬ 
ductivity and production of 
the crop in six selected dist¬ 
ricts in West Bengal, Bihar, 
Assam, Orissa and Andhra 
Pradesh. 

In the sphere of horticul¬ 
ture, two centrally sponsored 
schemes, one for the de¬ 
velopment of bananas for 
exports and another for wal¬ 
nut cultivation, have .been 
taken up for implementation 
during the year under re¬ 
port. 

dry farming 

Fifteen new pilot projects 
for integrated development 
of dry land agriculture were 
sanctioned during 1971-72, 
thus bringing the total num¬ 
ber to the level of 24 pro¬ 
jects, as envisaged under the 
fourth Plan. An outlay 
of Rs 4.44 crorcs was app¬ 
roved for the 24 projects 
for 1971-72. 

minor irrigation 

About Rs 105.24 crores 
of public sector outlay are 
expected to be incurred on 
development of minor irri¬ 
gation during 1971-72. 
Apart from this, institu¬ 
tional investment on minor 
irrigation works from agen¬ 
cies such as land develop¬ 
ment banks, central co¬ 
operative banks, Agricultu¬ 
ral Refinance Corporation 
and agro industries cor¬ 
porations, is expected to 
be about Rs 130 crores. The 
public sector outlay is being 
mainly utilised for public 
and community works which 
benefit small farmers and 
weaker sections and for 
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providing debenture sup* 
port to the institutional 
agencies, the World Bank 
assistance for credit pro? 
jects of various states en¬ 
sures a significant support 
to the development of minor 
irrigation, which is an im¬ 
portant item for provision 
of credit. Two projects, one 
each in Haryana and Tamil 
Nadu, with a minor irriga¬ 
tion component of Rs 2.7 
crores and Rs 17.0 crores 
respectively were approved 
during 1971-72. These were 
in addition to the two pro¬ 
jects, one for Gujarat with 
a minor irrigation compo¬ 
nent of Rs 20 crores and the 
other for Andhra Pradesh 
with a component of Rs 
10.50 crores, which were 
approved earlier and were in 
operation during the year. 

Negotiations have been 
completed for credit projects 
for Mysore and Maharash¬ 
tra and they involve substan¬ 
tial components for the de¬ 
velopment of minor irriga¬ 
tion. About 1.58 million 
hectares of additional area 
arc expected to be benefited 
through minor irrigation 
--during 1971-72. The pro¬ 
grammes of groundwater 
development are particularly 
making a significant pro¬ 

gress. 

During the year un¬ 
der report, about 300,000 
pump-sets, 100,000 private 
tubewells and 100,000 state 
tubewells are expected to 
be installed. In addition, 
170,000 surface wells are 
also expected to be cons¬ 
tructed. The Central Gro¬ 
undwater Board is imple¬ 
menting projects for assess¬ 
ment of groundwater resour¬ 
ces in hard rock areas, 
around Hyderabad, in the 
arid and semi-arid areas of 
Rajasthan, Gujarat and 

Haryana and in the alluvial 
areas of Narmada river 

basin in Gujarat and 

Madhya Pradesh. 

water use and management 

Three new projects for 
Water Use and Manage¬ 
ment hdve been sanctioned 


in Tawa (MP), Pochampad 
(Andhra Pradesh) and 
Chambal command (Rajas¬ 
than) bringing the total 
number of such projects to 
10 . 

command areas 

During 1971-72, schemes 
have been sanctioned for the 
five command areas of 
Kangsbati (West Bengal), 
Tawa (MP), Kaveri (Tamil 
Nadu), Jayakwadi stage I 
(Maharashtra) and Pocham¬ 
pad (Andhra Pradesh). In¬ 
cluding the five projects 
sanctioned in the previous 
two years, the number of 
such projects comes to 10, 
as envisaged under the 
fourth Plan. 

soil conservation 

An outlay of Rs 31.80 
crores was provided during 
the year under report for 
soil conservation, to bene¬ 
fit an area of 1.37 million 
hectares. Six lakh hectares 
of non-agricultural land un¬ 
der afforestation and grass 
land development were also 
proposed to be covered. 
Under the centrally spon¬ 
sored scheme for soil con¬ 
servation in the catchments 
of major river valley pro¬ 
jects, 108,000 hectares were 
proposed to be benefited at 
a cost of Rs 4.8 crores. 

fertiliser use 

The consumption of ferti¬ 
lisers has risen in 1971-72 
by about 20 per cent to the 
level of 2.6 million tonnes 
of nutrients as compared to 
2.2 million tonnes in the 
previous year. The con¬ 
sumption of N at 1.8 mil¬ 
lion tonnes has marked 
a rise of 18 per cent. P.D* 
at 547,000 tonnes is higher 
by 18 per cent and K.O at 
295,000 tonnes by 29 per 
cent. Intensive'publicity 
for balanced use of fertilisers 
was organised through 
audio-visual media, de¬ 
monstrations and regional 
seminars. Measures were 
also taken to increase the 
flow of credit to the fertiliser 
distribution agencies and to 
farmers as also to strengthen 


the' arrangements for soil 
testing and construction of 
fertiliser godowns. 

seeds 

On account of large-scale 
shortage of rabi seeds follow¬ 
ing unseasonal rains at har¬ 
vest time, central govern¬ 
ment coordinated arrange¬ 
ments for supply of quality 
seeds of wheat, gram and 
barley for use in Bihar, UP 
and West Bengal. An ad 
hoc Central Seeds Certifica¬ 
tion Board has been set up 
and it has drawn prelimi¬ 
nary models for setting up 
state seed certification agen¬ 
cies. The National Seeds 
Corporation, a public sector 
organisation, continued its 
promotional and supply 
functions. During the year 
under report, its sales 
increased to Rs 4.61 crores. 
It has taken up seed 
multiplication for pulses to 
provide support to pro¬ 
grammes for development 
of pulses. ThcTarai De¬ 
velopment Corporation also 
expanded its production and 
safes of seeds. 

plant protection 

A gross area of 58 mil¬ 
lion hectares is expected to 
be benefited by plant pro¬ 
tection measures during 
1971-72. The aerial spray¬ 
ing operations covered a 
million hectares as against 
676,000 hectares in the pre¬ 
vious year. 

machinery 

In the light of require¬ 
ments for 1969-70, a deci¬ 
sion had been taken for the 
import of 35,000 trac¬ 
tors. Against this, 25,390 
tractors have been imported/ 
shipped upto the end of 
October, 1971. These trac¬ 
tors had been allocated 
mostly through State Agro 
Industries Corporations. 
One hundred and thirteen 
Agricultural Machinery 
Hiring Centres have been 
already set up and measures 
are being taken to establish 
more such centres. Some 


of the corporations are un¬ 
dertaking diverse activities 
connected with development 
of irrigation, fertiliser 
use, land development, 
fruit processing etc. 

In order to provide self- 
employment opportunities to 
the agricultural engineers 
and graduates, a scheme for 
Agro Service Centres is also 
being implemented and 95 
such centres have been set 
up. 

special programmes 

Consistent with the fourth 
Plan objectives of growth and 
social justice, special pro¬ 
grammes for small farmers, 
marginal farmers and agri¬ 
cultural labourers, drought 
prone areas and crash 
scheme for rural employ¬ 
ment and establishment of 
Agro Service Centres were 
initiated during the year 
under report. All the- 46 
SFDA projects have been 
approved. Over 1.2 million 
small farmers have been 
identified and assistance in 
the form of credit for deve¬ 
lopment of minor irri¬ 
gation, purchase of milch 
animals, poultry, etc. is 
being given to them. 

All the 41 MFAL projects 
have also been registered 
and over 540,000 participants 
have been already iden¬ 
tified for giving assistance 
for development of minor 
irrigation, purchase of milch 
cattle, poultry, etc. 

The Drought Prone Areas 
Programme (formerly Rural 
Works Programme) has been 
sanctioned in all the 54 dist¬ 
ricts and an outlay of Rs 
23.55 crores was sanctioned 
for them till the end of 
December, 1971. Schemes 
of minor irrigation, soil 
conservation afforestation 
and road works arc being 
implemented under this pro¬ 
gramme. During 1971-72, 
this programme is expected 
to generate about 23.7 mil¬ 
lion mandays of employ¬ 
ment. Under the Crash 
Programme for Rural Em¬ 
ployment, about 87.5 mil- 
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lion mandays of employment 
are expected to be created 
during the full year through 
the implementation of sche¬ 
mes of land development, 
reclamation, drainage, mi¬ 
nor irrigation, soil conser¬ 
vation, afforestation, road 
building, etc. The actual 
implementation of this sche¬ 
me started in October 1971 
and projects worth Rs 47 
crores have been sanc¬ 
tioned. Under the scheme 
regarding Agro Service 
Centres, 2,500 centres are 
proposed to be set up with 
an outlay of Rs 386*97 lakhs. 

agricultural research 

A number of new varieties 
of crops arc reported to 
have been evolved under the 
co-ordinated research pro¬ 
jects for rice, wheat, other 
cereals, pulses, cotton, oil¬ 
seeds and jute. Research 
work in the spheres of soil 
science, agronomy, agricul¬ 
tural engineering, water 
management and dry farm¬ 
ing has also been intensified. 
In the sphere of animal 
sciences, new projects for 
research in animal pro¬ 
ducts technology and ani¬ 
mal diseases were under¬ 
taken, in addition to the 
earlier ones on breeding, 
nutrition, animal health, 
etc. Research efforts for 
evolving better breeds of 
cattle, sheep and other ani¬ 
mals through cross breeding 
were continued. 

agricultural marketing 

The compulsory grading 
and pre-shipment inspection, 
prior to export, now covers 
38 commodities. The value 
of commodities graded be¬ 
fore export during April 
to December, 1971 was 
Rs 58 crorcs. Market sur¬ 
veys were carried on in 242 
markets between April, 
1971 and February, 1972 
so as to assess the additional 
facilities required for cop¬ 
ing with increased arrivals 
of agricultural produce. As 
many as 211 markets and 
submarkets were brought 
under the purview of regu¬ 
lation during the period 


April to September, 1971, 
raising the total num¬ 
ber of regulated markets and 
market sub-yards to 2,356. 

export promotion 

Exports of agricultural 
commodities during the pe¬ 
riod April-June, 1971, total¬ 
led Rs 103 crores and were 
about 16 per cent higher 
than the exports during the 
corresponding period of the 
previous year. 

economic policy 

A comprehensive scheme 
for studying the cost of cul¬ 
tivation of principal crops 
has been sanctioned for 
implementation in 15 states. 
During 1971-72, the crops 
taken up for study under 
the scheme include wheat in 
Punjab, Haryana, Madhya 
Pradesh and UP, paddy in 
Orissa, Bihar, Andhra Pra¬ 
desh, Tamil Nadu, Kerala 
and West Bengal, bajra in 
Rajasthan and Gujarat and 
jowar in Maharashtra and 
Mysore. Field work has 
already been taken up in 10 
states. 

animal husbandry 

Six new Intensive Cattle 


Development Projects were 
sanctioned during the year, 
in addition to the 46 pro¬ 
jects already functioning. 
Eighteen new Key Village 
Blocks have also been set 
up. Two new Central Cattle 
Breeding Farms, one at Ala- 
madi (Tamil Nadu) for 
Murrah buffaloes and an¬ 
other at Koraput (Orissa) 
for Jersey cattle have been 
sanctioned. 494 exotic 
cattle of Jersey, Friesian, 
Brown Swiss and Red 
Dane breeds were imported 
from Australia and Den¬ 
mark for distribution to 
various states for intensi¬ 
fication of cross breeding 
programme. Cattle breed¬ 
ing projects in collaboration 
with Denmark, Switzerland 
and West Germany are be¬ 
ing implemented. In the con¬ 
text of feed and fodder de¬ 
velopment, in addition to 
three regional stations on 
forage demonstration, fovr 
more regional stations (in 
Andhra Pradesh, Rajasthan 
and Jammu & Kashmir) 
have been sanctioned. In 
the context of sheep de¬ 
velopment, sites for the 
establishment of three addi¬ 
tional farms in UP, Rajas¬ 
than and Bihar have been 
finalised. 2,570 Rambouillet 


shew from USA and 
3,019 Merino sheep from 
USSR were imported during 
A the year to strengthen the 
programme of sheep im¬ 
provement. 


dairying 


out of milk of ail the dairy 
plants increased to the level 
of 2.40 million litres as 
against 2.25 lakh litres per 
day in the preceding year. 
Seventeen new dairy plants 
were set up during the year 
bringing the total number of 
dairy units to 123. 


fisheries 

The production of fish at 
1.88 million tonnes marked 
an increase over the previ¬ 
ous year’s level of 1.76 
million tonnes. The increase 
was shared by both marine 
fish and inland fish. The 
foreign exchange earnings 
from the exports of marine 
products in 1971-72 amoun¬ 
ted to Rs 40 crores. 1,019 
mechanised boats were ad¬ 
ded during the year, bring¬ 
ing the total to 10,762. 
Agricultural Refinance Cor¬ 
poration is giving credit 
support lor fisheries pro¬ 
jects. 
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PM hopes 
believes. 


■ ■ 


At the conclusion of an interview 
given to a Hungarian journalist some 
days ago, the Prime Minister said that 
“over the next few months we hope 
to consolidate self-reliance in agricul¬ 
ture, Achieve greater industrial production and create vast new avenues of 
employment”. This is as proper an appreciation of the tasks that lie ahead 
as Canute expected of her. The word ‘self-reliance’ has become an ubiqui¬ 
tous one, but its application to agricultural goals, is wholly appropriate. It is 
well to hear Mrs Gandhi talk of consolidating the nation’s progress in farming 
«incc this indicates a healthy lack of smugness about the achievements of the green 
revolution. Although the country has succeeded in becoming self-sufficient in 
foodgrains in years of good rainfall, the trend in the growth of population does 
call for a further rise in the plateau of output so that the people may have less 
reason to worry about what may be in the nation’s larder for them tn the years 
when floods or drought or both happen to work havoc with crops in some part 
of the country or the other. 


Self-reliance has ample scope too in tbe case of other important farm pro¬ 
ducts, but, here, the Prime Munster, however, was not accurate in talking of 
‘consolidation* since there will have to be much greater progress in the cultivation 
of crops other than cereals before a stage is reached when there could be talk about 
consolidation. In the case of all the major commercial crops, viz., raw cotton, raw 
jute, sugarcane and especially oilseeds, production lags behind requirements, both 
quantity-wise and quality-wise, and there is therefore a clear and urgent need for 
crop development programmes in these areas to be intensified and speeded up. 
It would be interesting to know what or how much the Prime Minister believes 
the government can achieve in these directions ‘‘over the next few months” but 
then is no questioning tbe fact that an effort should get started right away. 


It is interesting to note that the government, according to the Prime Minister, 
hopes to achieve greater industrial production over the next few months. To the 
extent that the availability of raw materials has improved or is likely to improve, 
there is a fair chance of this particular hope being realised to a considerable extent- 
So far as trends in current production are concerned, the deciding factor, however, 
would be the state or course of industrial relations. Mr Naval H. Tata, coining a 
neat phrase, has just pointed out that industry has entered a phase of ‘production 
by consent’. The reference here is to disruption of production arising from various 
forms of non-cooperation practised by workers’ organisations. There is of course 
nothing wrong in a situation in which the workers’ positive participation is becom¬ 
ing more and more necessary for the free or foil functioning of business enterprises. 
This, perhaps, is as it should be, but even as this development takes place, it is 
becoming all the more necessary for workers* ‘consent* to increased production 
forthcoming in the normal course and on tbe right terms. Inaugurating the 
Asian Trade Union Seminar in New Delhi earlier this week, the Prime Minister, 
while giving an assurance to organised labour that the government was determined 
“that development should not be debased by any form of exploitation”, firmly 
told trade union leaders that they too owed an obligation to help promote produc¬ 
tion and employment for the sake, particularly, of the poorer sections of the com¬ 
munity. If the government, by its policies or administrative action, could make 
Mrs Gandhi’s advice stick, it would have done a great deal indeed to improve the 
prospects for industrial production in the coming months. 

Finally, as regards the Prime Minister’s expectation that the government 
would be able to create “vast new avenues of employment” over the next few 
months, it is right to tell her that she is far from being realistic. Paper provisions 
for employment schemes, whether written into the annual plan or even incorpora¬ 
ted in the central or state budgets, cannot produce an abundance of employment 
opportunities “over the next few months”. There will have to be big advances in 
saving trends, investment patterns and the tempo of economic activity generally 
if there is to be a break-through on the employment front. Apart from the fact 
that even under the most favourable circumstances, all this cannot be accomp¬ 
lished “over the next few months”, it is only too clear that the government has not 
even started thinking in terms of reorientation of its policies in the necessary dire¬ 
ctions. In the circumstances, this part of the Prime Minister’s statement can have 
meaning only in the restricted sense that she at least realises that tbe government 
will have to act boldly and constructively in the immediate future if the nation 
is to be reassured that the outlook for its unemployed or under-employed millions 
will change for the better in the foreseeable future. 
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Home-truths for 
the protein club 

There was nothing new on the presently 
controversial topic of protein strategy 
in what Dr P.V. Sukhatmc told the 
thirty-fast All-India Agricultural Eco¬ 
nomics Conference held at Varanasi 
recently. He has been saying the same 
thing since almost three years ago. But 
what he did say needetf saying in the 
categorical terms he did if only to 
bring some sense of proportion to the 
astoundingly tall thesis of a few super- 
enthusiasts of the protein club. In their 
fervour, apparently, the zealous cham¬ 
pions of a protein strategy tended to 
overlook the fact that, where under¬ 
nutrition is rampant, as, for instance, 
in our country, the first priority should 
be given to more food than to protein 
per sc. Until recently. Dr Sukhatme’s 
seemed to be a lone voice of dissent 
on the subject, but latterly the emphasis 
in international food circles also seems 
to be slowly shifting from protein-rich 
foods, as hitherto, to fully formulated 
foods which, in addition to protein, 
would also contain some concentrated 
sources of energy and vitamins and 
minerals. In the light of this latest 
trend, the eminent doctor would appear 
to be fully justified in asking our 
Planning Commission to review their 
plans for the socallcd protein strategy, 
particularly their plans to fortify cereals 
with amino add. 

For some time past, the people of this 
country have been fed on and well- 
nigh sold to the idea that “the worst of 
the specific hungers that beset 
mankind today' 1 is the protein hunger 
and that it is “the principal cause of 
malnutrition in infants and children 1 '. 
They have also been assured that pro¬ 
tein need not all be drawn from land 
like other nutrients and that, therefore, 
it is no problem to satisfy the protein 
hunger. Implicit in these arguments is 
the assumption that protein deficiency 
can be overcome by increasing protein 
per sv in the diet in much the same way 
as calorie deficiency can be overcome 
by increasing caloric intake in one’s 
diet. 

This, to DrSukhatme, is an oversimp¬ 
lified approach to a complex problem 
According to him, what our diets lack 
is adequate energy food to help 
active utilisation of the protein that we 
cat and not just more protein as such, 
lie is supported in this thesis of his— 
that protein malnutrition is the indirect 
result of inadequate energy intake — 


by Eminent scientists such as Miller 
awPayne in the UK and GopOlan in 
Incfig. This, however, was not accept¬ 
able (at any rate at the time it was first 
made) to some people in India* includ¬ 
ing Mr Chandrasekhar, a former union 
Health Minister. That not only marked 
the beginning of an avoidable contro¬ 
versy but also a studious scientific re¬ 
examination by Dr Sukhatme himself 
of all the relevant data and publica¬ 
tions in a number of scientific journals 
of the results of such re-examination. 

This explains his latest reversion to the 


subject and his reiteration of the find¬ 
ing that‘in the present state of our 
knowledge, available evidence for India 
does not support the thesis that diets as 
eaten by the people lack minimal quan¬ 
tity of protein; nor does it support 
the case for rushing into promotion and 
factory production of roods fortified 
with ammo acids using modem techno¬ 
logy”. 

In order to gain an insight into the 
nature of the problem facing us, Dr 
Sukhatme has suggested a reformulation 
of the problem (the outcome o. a 


Ricardo - A 200th Anniversary Tribute 

April 19,1972 marks the 200th birth-annivesary of the economist 
whom Lord Keynes termed ‘as the most distinguished mind that found 
economics worthy of its pursuit’. The Department of Economics of Bombay 
University, which incidentally is celebrating its golden jubilee this year, 
had arranged a symposium on ‘The Contemporary Significance of David 
Ricardo' on that day to commemorate the historic occasion. A number 
of facets of the contributions of Ricardo came up for discussion. 

Dr. Ranganath Bharadwai pointed out that Economics was privi¬ 
leged in having an unliterary man as the founder of its abstract tradition. 

Professor P. R. Brahmananda, who was the main speaker of the 
day. referred to the contemporary significance of the numerous theorems 
of Ricardo. Ricardo’s hunch that distribution and not wealth was the 
subject-matter of Ricardo has boen vindicated by the absence of any firm 
conclusions from growth theory. Ricardo was the first to note that wage 
changes would not always lead price changes in a similar direction- A 
long line of evolution of the significance of thought has now led to a 
theory of value in which the components of capitals as Inputs are deemed 
as fundamental in value-determination. Ricardo also destroyed the basis 
for the concept of equal values of capitals being equal in a physical 
respect. This has now led to the abandonment of the notion of capital- 
intensity in high theory. The speaker also referred.to the admission 
by Samuelson and others that there is no necessarily inverse relation 
between interest and the measure of capital-intensity. The modern theory 
of value has discarded the marginal method and has returned to the 
Ricardian roots. The theorems relating to comparative costs, to the 
effects of the variations, in the quantity of money to the level of prices and 
to the absence of a permanent effect on the rate of interest of monetary 
changes have now been vindicated. Contemporary discussions on inter¬ 
national liquidity have ted us back to the proposition of Ricardo that a 
balance of payments disequilibrium of any one country is always the con¬ 
sequence of overexpansion of money supply. In fiscal matters, the 
emphasis on per capita surplus, rather than on increase, as a measure of 
the base for taxation has now come into vogue. The effects of a balanced 
budget would be negative upon savings and upon growth unlike as In 
Keynesian theory. Ricardo laid great emphasis upon the productivity in 
wage-goc ds as the key determinant of the rate of profits. Ricardo's posi¬ 
tion on machinery and its effects upon employment are of great relevance 
in India. The speaker said that definite quantitative evidence was now 
available that the Indian economy was heading towards a stationary state. 

Other speakers referred to the contemporary significance of 
Ricardo's contributions to trade and capital theory. Miss Geeta Partha- 
sarathy showed that, mathematically, the theory of factor-reversals cannot 
be vindicated. Her proof however was questioned by Mr. Nschane. Dr 
Lakdawala, in his concluding remarks, drew attention to the abiding signi¬ 
ficance of the Ricardian foundations. 
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**. .itisnot enough 
to lmow’pow frequently a diet is defici- 
eat in psoteia. It is essential that we 
also know the probability that a diet 
deficient in protein is also deficient in 
calories".. "If a diet is protein-suffl- 
dent but does not have adequate calo¬ 
ries to synthesise and retain protein, it 
would imply that man’s primary need 
is for more food (energy) rather than 
protein per se”. In the absence of such 
a reformulation, he believes, “the real 
nature of the problem of protein nutri¬ 
tion has tended to remain obscure” and 
has been allowed to acquire over¬ 
tones, political, commercial and hu¬ 
manitarian for beyond the domain of 
nutrition*'. Hence his call to agricultural 
economists, statisticians and planners to 
tabs lead in sifting the available evi¬ 
dence arid ascertaining the true situa¬ 
tion. The urgency of the call lies in the 
fact that failure to do so might lead to 
our planners diverting an increasing part 
of the Country’s limited resources on 
projects which can contribute little to 
welfare and economic development. 

What is precisely the stand of the 
protagonists of the protein problem? 
To quote Dr Sukhatme, “insufficiency 
of good quality protein in the diets of 
the people is at the heart of the pro¬ 
tein problem. The problem is parti¬ 
cularly serious in the case of children. 
So large are the inequalities in protein 
consumption among the different seg¬ 
ments of the population that nearly one- 
third of the people are believed to have 
a protein intake less than what is needed 
for maintenance and growth, and this 
despite the fact that the average per 
capita consumption of protein for the 
developing countries as a whole is near¬ 
ly 40 per cent in excess of the recom¬ 
mended needs based on the most re¬ 
cent recommendations made by FAO/ 
WHO. With the current rate of popu¬ 
lation growth, the gap between nutri¬ 
tional requirement and actual con- 
sumption of protein by the greater part 
of tfi. population is likely to widen ra¬ 
pidly and, if this situation should con¬ 
tinue, “the physical, economic and so¬ 
cial development of future generations 
may become completely arrested”. (UN 
Report 1968). 


Posed as stated above. tbe problem 
appears to be really urgent. In other 
words, it is imperative to raise the pro¬ 
tein intake in the diets of the people 
without any delay. But the matter does 
not stop there. Taking all the prevailing 
factors into consideration, such as 
the stow pace of economic growth, the 


limited possibilities of increasing, pro¬ 
duction of good quality protein like 
animal ■pretain, their high cost and so 
on, the UN experts went about urging 
production of semi-conventional cheap 
protein-rich foods using modern tech¬ 
nology from materials locally available 
and distribution of such factory-made 
products (e.g. Modern bread fortified 
with lysine) through special feeding pro¬ 
grammes. These experts also advocated 
the augmentation of protein supply 
from all sources (such as leaf protein, 
single cell protein, fish-protein concent¬ 
rates, etc), but the main and noticeable 
stress was on recent developments of 
fortification with amino adds so as to 
produce low-cost protein-rich foods on a 
commercial scale for consumption by 
the undernourished and, of course, to 
set up an appropriate machinery to 
make this possible. 

An interesting point that is worth 
noting here is that the UN experts based 
their recommendations on the estimate 
of the magnitude of the incidence of 
protein defidency, as also the data 
tor India from which this estimate 
was made, prepared by Dr Sukhatme 
himself. But, while doing so they 
missed the point revealed by a fur¬ 
ther analysis of the same data, viz that 
most of the protein-deficient diets are 
also inadequate in total energy content, 
and, in consequence, their implications, 
with the result that their protein stra¬ 
tegy has turned out to be somewhat 
misconcdved. Dr Sukhatme quoted an 
array of statistics to make his audience 
understand what man’s needs for pro¬ 
tein and energy are and how the ade¬ 
quacy or otherwise of dietary intake of 
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individuals in the fight of the recom¬ 
mended needs had to be ascertained. 

We may now sum up Dr Sukhatme’s 
main findings. While agreeing that pro- 
tdn deficiency is widespread, he holds 
that diets which are protdn deficient 
are almost always defident in total 
energy and supplementing these diets 
with protein or amino acids is wasteful. 
Secondly, he contends that there is no 
evidence yet to establish that the quality 
and concentration of protdn in the 
cereal/pulse based diet is inadequate to 
meet protein needs; on the contrary, 
according to him, what cereal/pulsc 
based diets lack is energy foods like 
milk and eggs which enable active utili¬ 
sation of the protein that people cat. 

Thirdly—and this is important—the 
mqjor factor responsible for protein 
deficiency is inadequate income. 
(Ibis explains his stress on efforts to 
encourage pulse production and to in¬ 
volve the small farmer into the effort of 
food and milk production, as also the 
associated cottage and village industries, 
so as to incre se his income a d diet 
alike). Fourthly, Dr Sukhatme feds that 
a supplement of energy foods like milk 
which has half of its calories derived 
from fat, will greatly help in the transi¬ 
tion from weaning to solid diets. Ac¬ 
cordingly, he is for all-out efforts to 
expand the production of these foods. 
Finally, rather than provide lunch to 
school children, he thinks, more atten¬ 
tion must be paid to the needs of preg¬ 
nant and lactating mothers, as this is 
likely to have a direct impact on infant 
mortality and through it on improved 
levels of nutrition. 
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The Report of the Disposals Enquiry Com* 
raittec is a rather unimpressive document and 
reads very much like a departmental memo- 
randum. It will not be unfair to say that the 
enquiry has added very little to our knowledge 
of this vexed question about which the public 
has held firm views and entertained suspicions, 
which cannot altogether be dismissed as frivo¬ 
lous or malicious. Indeed the only new infor¬ 
mation made available by the Committco ap¬ 
pears to be as regards the progress of disposals. 
The total volume of declarations of surpluses, 
excluding American surpluses made up to the 
end of 1946. amounted to Rs 152.1 crons in 
torms of book value, and sales Rs 70.5 crons, 
the balance being Rs 81.6 crons. But then 


is a large volume of surpluses yet to be dec¬ 
lared: further surpluses of engineering stores 
alone are expected to be of the order of 000,000 
tons of the book value of Rs 70 crons, while 
vehicles an likely to be reported at the month¬ 
ly rate of 5.000 till March 1948. The book 
value of alt these will be well over Rs 100 
crons, and the total left for disposal includ¬ 
ing the balance will thus be something like Rs 
180 to 200 crons. Considerable delay in 
declaring surpluses occurs on account of the 
fact that the final responsibility therefor is 
vested with die War Office for several catego¬ 
ries of stores. The Committee urges that this 
delay be cut and at least Indian surpluses 
declared at once. 
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ISI and the 

consumer 

Thu silver jubilee celebrations of Indian 
Standards Institution ilSl) last week in 
the caoital were marked by all-round 
satisfaction with its achievements in 
the first quarter century of its existence. 
If the yardstick of Kl’s success is taken 
merely as the total number of standards 
formulated by it, it can rightly feel 
moud as it had published as many as 
6,720 standards till the end of February 
this year, the largest number ( 1,329) 
being in the chemical industry. All 
these standards have been evolved, 
according to Mr S.K. Sen, Director- 
General of ISI, “through a common 
consensus of different interests con¬ 
cerned”. In other words, a standard 
is no more than a compromise of 
“what the manufacturer can make, 
what the user wants and what he is 
prepared to nay for the nroduct . This 
applies particularly to consumer pro¬ 
ducts. In the case of industrial products, 
however, the element of suitability pre¬ 
dominates with an eye on saving both 
in materials and effort without in any 
way compromising with quality. 

Uader the iSl Certification Marks 
Scheme, nearly 3,000 licences hrve been 
issued for more than 500 industrialand 
consumer products. The value of an¬ 
nual production of ESI certified good 
has already crossed the mark of Rs 
S00 crores. But all this is a small por¬ 
tion of our total economy and in the 
words of Mr Moinul Haque Chowdhry, 
union Minister for Industrial Develop¬ 
ment and President of ISI “there is 
still a long way to go”. 

That foimulation of standards has 
been instrumental in saving valuable 
raw materials and foreign exchange, 
there is no doubt. A number of studies 
have shown the benefits accruing to the 
economy through the adoption of stan¬ 
dards. Some time back, the National 
Council of Applied Economic Research 
demonstrated in one of its studies that 
a saving of 23.6 percent in structural 
steel could be effected by the new de 
signs formulated in consultation with 
the Indian Standards Institution. 

A research paper by Mr S. Rajamani 
and Mr G.R. Krishnamoorthy of Bha¬ 
rat Heavy Electricals Ltd., Trie by, sub¬ 
mitted for discussion at the silver 
jubilee convention indicated that mere 
variety rationalisation brought about 
an increase in storage capacity by three 
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timeg.in the case of plates and by 3.5 
time* in the case of strncturab in the 
manufacture of 60 MW and 110 MW high 
prestttte boilers. This paper clearly 
established the utility of various techni¬ 
ques in standardization at different 
levels as well as their inter-dependence. 

Another outstanding example of the 
use to which standarization has been 
put in a light engineering industry is 
given by Mr B.D. Kapur.President, At¬ 
las Cycle Industries Ltd., Sonepat, in 
an article published in the souvenir of 
ISI jubilee convention. As the table 
below shows, variety reduction of the 
order of 40 per cent was attained 
through design standardization and as 
much as 50 Per cent in product standar¬ 
dization (hardware only). This was an 
achievement of no mean order. Inci¬ 
dentally, h may be stated that this unit 
bagged a big export order recently — 
thanks to the imaginative materials 
management techniques, including 
standardization, adopted by the unit: 

Results ot standardization in Atlas 


Activity 

Variety reduction 

Per¬ 

centage 

reduc¬ 

tion 

From 

To 

Design 

*5,250 

■3,150 

40 

Standardiza¬ 

tion 




Product 




Standardiza¬ 

tion: 




Hardware 

43 

21 

50 

Washers 

19 

6 

67 

Bicycle com¬ 
ponents 

254 

212 

18 


Numerous similar examples can be 
cited demonstrating the usefulness of 
standards in industry. 

In order to help the consumer in this 
country as well as the export industries, 
the ISJ Certification Marks Scheme was 
started in 1956. The common under¬ 
standing is that the ISI mark is an 
assurance againt sub-standard product, 
the assumption being that the pro¬ 
duct has been manufactured under the 
quality control system approved by 
ISI. This naturally insnires confidence 
in the mind of the consumer who feels 


that he is getting his money’s worth 
if the product is certified by ISI. Al¬ 
ready the certification scheme of ISI 
covers a large varitty of industries such 
as pesticides cables and conductors, 
steel and steel Products, jute and jute 
products, liquefied petroleum gas cy- 
lenders and valves, diesel engines, food 
colours, etc. 

The Certification Scheme of IS! is 
voluntary in nature, that is why only 
a small number of industries have 
gone 'in for it in the last 15 years. 
If the consumer insists on purchasing 
goods marked by ISI, it will result 
in increasing numbers of manufac¬ 
turers turning to the facility pro¬ 
vided by ISI. If a large number of 
manufacturers have not applied for 
the ISI Certificate Scheme so far, the 
apathy of the consumer alone is not 
responsible for it. A part of the blame 
rests with the inefficient handling of 
this scheme by ISI. 

A typical example is provided by a 
consumer who wrote as follows to the 
Times of India on April 22, 1972: 
“Sometime ago I purchased ananodised 
aluminium lunch box bearing ISI mark 
number IS-21 on the assumption that 
the 1ST mark guarantees quality. To 
my dismay, I found that , ny food ma¬ 
terial packed in this lunch box acquired 
the tolour of the coating used. This was 
both unpleasant and dangerous. On 
complaining to 1ST, New Delhi, .1 was 
informed that IS-21 certifies only the 
quality of the aluminium and nothing 
else. An average consumer does not 
know about these niceties. He assu¬ 
mes that the item has been checked 
and certified for use. For example, 
the ISI mark on a pressure cooker sho¬ 
uld ensure that it is made of the right 
material, that it will build up the neces¬ 
sary pressure and that it will not ex¬ 
plode. It is little consolation to be told 
that the material used is of tbe right 
quality. Will iSl enlighten the public 
on the procedure it adopts to ensure 
that tbe ISI mark is used by manufac¬ 
turers to serve society better and not 
to exploit the consumer? 

Obviously increased attention needs 
to be paid to the inspection of the 
manufacturing unit before awarding 
the ISI mark and the sampling checks 
carried out from time to time 6hould be 
rigorous and not perfunctory. It might 
be argued that no amount of inspection 
can guarantee cent per cent perfection 
bat an effort certainly should be made 
to minimise the percentage of Mrant 
cases. 
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railways 


IN A recent publication, the Ministry 
of Railways has bemoaned the fact that 
a good proportion of the h'.ghrated 
traffic haul been creamed off by road 
transport. In A review oj the Per- 
jormance of the Indian Railways, issued 
while per seating the Railway Budget 
for 1972-73, the. Ministry points out 
that the preponderance of low-rated 
commodities like coal, ores, stones, 
cement, fertilisers, fodder, foodgrains 
and salt in the traditional mix of the 
revenus-e,rning freight traffic of the 
railways has been getting accentuated 
over the years. In 1970-71 the low-rated 
grout) of commodities accounted for 
about "72 per cent of the total revenue- 
earning traffic but contributed only 52 
per cent of the earnings from goods 
carried. Between 1900-61 and 1970-71., 
the originating tonnage of these com¬ 
modities increased by about 54 percent 
while, in the rest of the commodities 
consisting of a fair proportion of high¬ 
rated traffic, the increase was only by 
14 pjr cent. 

The Ministry of Railways has ex¬ 
plained that an urgent demand has 
arisen foi flexible road transport ser¬ 
vices because of the growth of secon¬ 
dary manufacturingindustries especially 
in the small-scale and decentralised 
sectors. There has been a groat increase 
in the demand for specialised transport 
services calling for safe, fast and reliable 
scheduled services including door-to- 
door delivery. The ministry points out 
that the road haulage, apart from cer¬ 
tain inherent advantages like being able 
to pick up traffic and deliver it at diffe¬ 
rent points, docs not also have the legal 
liability which the railways have of 
being required to lift any traffic witn- 
out showing undue preference either to 
any set of customers or to any type of 
traffic. 

But road transport is becoming in¬ 
creasingly popular with industry and 
trade not merely because of its inherent 
advantages but because of the inability 
of the railways to provide satisfactory 
service. On tne one hand, the freight 
rate on the railways has been going up 
sharply while, on the other hand, effi¬ 
ciency has been declining. The Op sta¬ 
tions Research Group of Baroda, in a 
recent study, revealed that about 77 

J sr cent of the total of exporters who 
ad the choice of road or rail trans¬ 
port preferred the former because of the 


various deficiencies of the railways. 
According to the research group’s 
findings, the following were the reasons 
for not using rail transport: 

Per cent 


Long transit time 74.7 

Uncertain transit time 58.3 

Absence of ready availability 26.9 

Fear of theft 20.7 

Door-to-door delivery not 
being available 15.8 

High freight 22.9 


The railways have been attempting 
to meet the challenge from road trans¬ 
port by various measures like the runn¬ 
ing of super express goods trains, con¬ 
tainer services, freight-forwarder sche¬ 
me, and special station-to-station rates 
for particular classes of traffic. The 
Marketing and Sales Organisation of 
the Railways is giving special attention 
to measures to divert more traffic to 
railways from road. Hu* it can aohieve 
success only if the railways tone up 
their efficiency considerably. The 
Minister for Railways said in his recent 
budget speech that in 1971-72 the 
railways bad to pay compensation of 
over Rs 12 crores on account of theft, 
pilferage, and damage of booked 
consignments. 

It is true that the railways are not to 
be solely blamed for theix inability to 
serve industry and trade efficiently. The 
railways do not seem to be getting effec¬ 
tive co-operation from the other minist¬ 
ries at the centre and from the state 
governments. Especially in the eastern 
region of India, tht railways have suffe¬ 
red much from anti-social activities. 
For instance, in the eastern region 
thv 'number of over-head electric 
traction wire thefts increased from 
645 in 1970 to 699 in 1971, thefts of 
brass bearings from 26,388 to 28,366, 
thefts of brake bearings from 8821 to 
19,377 and the number of victimisation 
of goods trains from 1079 to 1922. Mr 
Hanumanthaiya, the Railway Minister, 
said in his .budget speech that he had 
given “serious thought” to this problem 
and that much improvement could be 
expected with the active and patriotic 
participation of railwaymen at all 
levels and with the co-operation of the 
state governments. Jt remains to be 
seen to what extent the ml nister’s efforts 
in this regard will succeed. 

Road transport has also suffered 
from anti-social activities though it has 
not received much publicly. In any 
case, the central and state governments 
should see to it that the railways are 


able to perform their functions at the 
highest level of efficiency. At the sam- 
time, road transport should also be de¬ 
veloped in a more serious and syste¬ 
matic manner. 

India has been spending meagre 
amounts on the improvement of roads 
despite their immense importance to 
the economy. India's investment on 
roads as percentage of the gross 
national product was only 0.60 par 
cent in 1967 compared to 2.32 pet 
cent in Japan. The government of 
India and the state governments have 
been deriving substantial sums of 
revenue from the road transport 
industry but spend only a negligible 
amount on the improvement of the 
roads. The Operation Research Group 
has estimated that while between 1960- 
61 and 1968-69, total revenues from 
the road transport industry increased 
at the compound rate of 16.1 per cent 
a year, the expenditure on road const¬ 
ruction and maintenance increased at 
the rate of only 7.5 per cent a year. 
Consequently, the percentage ratio 
of exp.nditure to revenue declined at 
the average comgmund rate of 8 psr cent 
a year. The efficiency of road transport 
is affected in many places due to nar¬ 
row culverts, defective bridges and poor 
surface. 

The government of India and the 
state governments should give greater 
attention to the vigorous development 
of road transport. This will help not 
only export promotion and employ¬ 
ment but also improve the living stan¬ 
dards of the people. fna vast and ex¬ 
panding economy like ours, there is 
clearly ample scope for the profitable co¬ 
existence of road and rai 1, each of which 
can effectively and substantially contri¬ 
bute to the country’s rapid progress. 
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POWTS Of WEW 


The world of STC 


R. V, Murtby 


Ir is axiomatic that there is a direct 
relation in an organisation baJWeen its 
efficiency and the calibre of its men, 
but a lot also dapands on the method 
of working that an organisation pur* 
sues. Of course, there are methods and 
methods, but it is the calibre of the 
men at the helm of an organisation that 
is decisive in the selection of the right 
method, that is a method that not only 
promises but produces the best results. 
When, three years ago, Mr Prakash 
Tandon, Chairman, State Trading 
Corporation (STC), introduced “per¬ 
formance budgating,” he claimed for 
it several virtues; among the more im¬ 
portant was the inculcation of a sense 
of financial discinline in the STC's 
operations by making its management 
carefully to examine and quantify its 
intentions and, through follow-up ac¬ 
tions, maximise output and minimise 
inputs. After looking at the STC's 
provisional results for the year ended 
Mirch, 1972 announced on Much 31, 
that is the last day of the year itself, it 
is difficult not to concede that the 
claim has been more than fulfilled. 

main factors 

Mr Tandon rightly attributed the 
gratifying progress of the STC during 
1971-72 to two main factors one, low 
capital employed ratio and low ex¬ 
penditure ratio. Thus, the saving in 
capital tmployed in 1971-72 was of the 
order of Rs 80 crores. In 1967-68, 
on a turnover of Rs 141 crorcs, the 
STC employed Rs 67 crores in stocks 
and debtors, but, in 1971-72, on a 
turnover of Rs 328 crores, only Rs 60 
crores were employed thus, while in 
the current year 1972-73, the budget 
provides for an employment of a still 
lower amount, only Rs 47 crorcs, on an 
anticipated higher turnover of Rs 374 
crores. Percentagewise, the saving is a 
reduction in the ratio ol expenditure 
on stocks and debtors to turnover from 
46 per cent to below 19 per cent. At 
the former ratio (of 46 per cent), this 
would mean Rs 124 crores less by way 
of capital employed in 1972-73. Simi¬ 
larly, the ratio of expenditure to turn¬ 
over, which was 2.6S per cent of the 
turnover in J967-68, declined to 1.71 


per cent of the turnover in 1971-72. 
The expenditure in 1967-68, it may be 
noted here, was Rs 3.8 crores and this 
used to ijse at about 21 percent; at 
this rate of rise, the expenditure would 
normally have risen to Rs 7.5 crorcs, 
but due to the new system introduced, 
the actual rise has been only Rs 5.1 
crores, which means a savins of Rs 2.4 
crores. In arriving at the savings effec¬ 
ted, we must also add the savings on 
interest; calculated at 9.5 oar cent per 
annum, this would work out to another 
Rs 7.6crores, making a total saving of 
as much as Rs 10 crores in one year. 

The total turnover of the STC group 
— Projects and Baquipmcnt Cor¬ 
poration (PEC), Cashew Corporation 
of India — (CCI), Handloom and 
Handicrafts Exports Corporation 
(HHEC) and Indian Motion Pictures 
Export Corporation (JMPEC)—cross¬ 
ed the Rs 300-crore level in 1971-72 
Thus, exports rose from Rs 74.1 
crores to Rs 96.8 crorcs (+30.6 per 
cent): imports increased from Rs 
154.0 crorcs to Rs 220.7 crorcs 


43.3 per cent); total sales rose from 
233.8 crores to Rs 328.6 crores 
(+40.5 per cent); and prefit shot up 
from Rs 7.2 crores to Rs 16.1 crores 
v+123.6 pjr cent). 

Lest this be adversely commented 
upon, Mr Tandon said in his state¬ 
ment: “STC lives in an interesting 
world: when it makes good profits, 
some object to it; equally, when 
it makes less prefits, some say 
it is sliding down. STC took this to 
heart and this year made an all-out 
effort to improve its profits and 
more than doubled it". But he did not 
stop at that. He went on, perhaps to 
be seen to be in tune wjth the prevalent 
trend, “Our management is now fully 
cost and profit conscious, consistent 
of course, with its social obligations". 

Even so, he did not mind adding, 
perhaps as an after-thought, “Actually, 
by the standards of industry* piofits in 
Indi of nearly 1C per cent on turnover, 
and private trade's even higher our 
profi s of 4.9 per cant is quite modest, 
A profit of 4.9 per cent is certainly 



Table 1 


Performance of STC 


(Rs crores) 



Last year 

This year 

Next year 


1970-71 

1971-72 

1972-73 


Actual 

Provisional 

Budget 

Export sales 

74.1 

96.8 

127.5 

Import sales 

154.0 

220.7 

236.9 

Domestic sales 

5.7 

11.1 

10.1 

Total sales 

233.8 

328.6 

374.5 

Profit before tax 

7.2 

16.1 

11.0 

Expenditure* 

6.4 

6.1 

6.7 

Stocks 

35.3 

33.2 

23.9 

Debtors 

25.0 

27.1 

22.9 

Equity capital 

8.8 

9.8 

9.8 

Reserves 

11.7 

12.4 

15.7 

Net worth 

20.5 

22.2 

25.5 • 

Expenditure to sales 

2.7% 

1.9% 

1.8% 

Stocks „ „ 

Debtors „ „ 

15.1% 

10.7% 

10.1% 

8.2% 

6.4% 

61% 

Cash Position 

1.4.1970 


Overdraft 

Credit 

Rs crores 


— 

1.4 

1.4.1971 


7.1 

1.4.1972 



4.1 


*Excluding interest, depredation and provisions. 
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modest, although it must be borne in 
mind at the same time, that not all the 
deal ! ngs of the STC are decided solely 
by the STC; oftentimes, it is required 
by the authorities to enter the market 
to stabilise prices as, for instance, in 
respect of rubber and tobi o.'o, or to 
do some buffer stock operations as, for 
example, for fats and oils and rubber 
as in 1971-72. Nevertheless, Mr 
Tandoti would do well to strive and 
achieve a profit rate of 10 per cent so 
that there may not be a shortfall in 
contribution to Plan resources from 
public sector undertakings for which 
credit is taken meticulously by the Plan¬ 
ning Commission. 

A noteworthy feature of the STC’s 
1972-73 budget is that, for the first 
time, it covers the entire group. The 
highlights of the budg-'t are an all round 
increase in total sales (exports, imports 
and domestic sales) and a reduction in 
stocks, debtors and expenditure as a 
ratio to sales, as the table on page 
838 shows. 

On one achievement of the STC, 
namely cash management, no one can 
withhold credit to Mr Tandon. Des¬ 
pite some buffer stock operations which 
involved an avoidable use of its re¬ 
sources, the STC managed not only to 
have cash surplus but invested it suit¬ 
ably and also usefully. The Corpo¬ 
rations lending to its export associates 
in the small-scale sector and the switch¬ 
ing of its surplus funds for use by any 
member of the group are at once imagi¬ 
native and pn.dcnt, m that these not 
only make for the maximum utilisation 


Let’s be 

With bumper food crops continuing to 
be harvested, the suspension of con¬ 
cessional food imports, the establish¬ 
ment of a new record in respect of the 
output of raw cotton and the emerg¬ 
ence of a new threat of sugar shortage, 
the policies of the central and state 
—nments and the Reserve Bank of 
will have to be suitably revised. 
In regard to food procurrement and 
distribution particularly, it has become 
necessary to have clear ideas as the cost 
to the exchequer on account of the 
maintenance of buffer stocks and the 
commitments to meet the requirements 


of the available resources but the mini¬ 
misation of interest payments as well. 
To judge from the chairman’s state¬ 
ment, the small-scale industries stand 
to gain many other benefits. Other 
beneficiaries of the STC’s new schemes 
are its own employees (management 
tra'nee scheme) and young talent from 
men and women drawn from scheduled 
castes and scheduled tribes apart from 
the Administrative Staff College, Hy¬ 
derabad and the Indian Institute of 
Management, Ahmedabad, which have 
both received endowments for the pur¬ 
pose of encouraging management edu¬ 
cation (e.g. Industrial Relations in 
Hyderabad and International Market¬ 
ing in Ahmedabad). 

What role docs the STC play in 
stablising prices? This is a matter of 
opinion, depending upon the angle from 
whicn one looks at it as a producer, as a 
trader or as a consumer. But, by and 
large, the STC must be said to have 
exercised a healthy restraint on 
wild fluctuations in prices, especially 
in the field of fats and oils. But 
fer the STC’s sales of soyabean oil and 
tallow (the issue prices of both, by the 
way, are fixed by the concerned union 
ministries), prices in the field would 
have witnessed gyrations galore. The 
STC’s effective role in the field is neces¬ 
sarily circumscribed by the findings of 
a committee set up by the Ministry 
of Foreign Trade (on which the STC 
is also represented; which decides the 
prices of a wide range of commodities 
to bs actually charged by the STC. This 
explains the multi-tier system of prices 


of the sta>u(orily rationed areas and for 
effecting sales through fair price shops 
is tending to become prohibitive. 

One would have thought that the 
central government would not be 
obliged to incur heavy expenditure on 
food subsidies after the country had 
attained near self-sufficiency in food 
and it became possible to dispense with 
concessional imports of wheat and 
other cereals under th* PL 48.0 agree¬ 
ment. Indeed, it can even be said that 
surpluses of foodgrains are emerging 
in some directions and it should not be 


MHTsarnw 

followed by the STC, the prices varying 
withihe margin of the profits charged, 
these being the lowest in the case of 
items supplied as replenishment against 
exports of certain products. 

While on the subject of prices Mr 
Tandon was also thinkinc aloud on 
the problem of price support operations 
for aerie ultural products. Accor dine 
to him, an import-export bank for 
agricultural commodities would be a 
worthwhile experiment. Such a bank, 
he said, could export an agricultural 
commodity whenever it was in surplus 
and import raw materials needed by 
industry out of the foreign exchange so 
earned whenever necessary. As we 
achieve agricultural improvement, he 
opined, we must think interns of such 
and other agricultural services. 

Mr Tandon also made a reference to 
the number of advisory committees 
set up by the STC to ascertain from the 
industrial interests concerned their re¬ 
quirements of various items so as to 
enable them to plan their export pro¬ 
grammes more systematically. More 
than in the field of exports, where indi¬ 
vidual exporters would still be relatively 
more effective, the STC, he thought, 
could play a really decisive and useful 
role in imports, even as combines of 
import interests, official or non-official, 
in other countries were doing by 
reason of their being in a commanding 
position to dictate terms. This, how¬ 
ever, has not prevented him from plan¬ 
ning for an increase in STC’s exports 
in 1972-73 to Rs 127.5 crorcs as against 
less than Rs 100 crores in 1971-72. 


difficult to overcome dtficits in some 
cereals by paying for their imports 
with exports of others in excess of our 
requirements. 

The actual developments, however, 
are coming about in a different way. 
With a record output of 26 million 
tonnes of wheat in 1971-72 and tbc 
prospect of heavy arrivals of this cereal, 
into the marketing centres in Punjab 
Haryana and UP particularly, there is 
even talk of buffer stocks of foodgrains* 
increasing by 1.5 million tonnes to 
around 10 million tonnes by the tnd 
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of this year. In the budget estimates for 
1972-73 it has been indicated that 
there will have to be a provision of Rs 
25 crores for maintaining buffer stocks 
though the aggregate amount involved 
would be Rs 120 crores. The balance of 
Rs 95 crores will be found out of the 
resources of the banking system and 
this is stated to be one of the main 
reasons for fixing a modest target 
of Rs 215 crores for net borrowing 
through open market loans. While 
the government may still succeed in 
raising a larger net amount of more 
than Rs 300 crores by the issue of new 
loans, what is more important from the 
point of view of the present discussion 
is the additional burden cast on the 
exchequer in the form of higher inte¬ 
rest charges, losses on sales, increased 
expenditure on storage, loss on account 
of waste and deterioration and so on. 

unprecedented procurement 

As there will be an expansion of 
credit for procurement operations on 
a scale hitherto unprecedented in 
the 1972-73 marketing season and 
there is likely to be a net increase in 
procurement credit by over R9 100 
crore, by the end of March 1973, agg¬ 
regate advances against food-grains 
to the Food Corporation of India and 
other agencies may easily cross the Rs 
500-crore mark. This figure should not 
be considered forbidding as the go- 
downs of the Food Corporation of In¬ 
dia would be bursting at their sides 
and the value of 10 million tonnes of 
foodgrains could be easily in excess 
of Rs 850 crores. This roughly gives a 
measure of the indirect investment out 
of budgetary resources of nearly Rs 
350 crores in food stocks. The que- 
tion is up to what level buffer stocks 
should be allowed to increase, what 
should be the procurement prices and 
how sales should be effected out of 
buffer stocks through fair price shops 
and to consumers in the statutorily ra¬ 
tioned area. A decision on these 
vital questions will have to be taken at 
an early date as any effort to main¬ 
tain buffer stocks in excess of even the 
existing level of 8.5 million tonnes 
will cost the exchequer dearly besides 
leading to wasteful use of transport 
facilities deterioration in storage and 
the immobilisation of large funds, 
which can be utilised for other pur¬ 
poses. 

The central government has to bear 


the interest char res payable by the 
Food Corporation to the banking sys¬ 
tem for maintaining minimum buffer 
stocks. Even assuming that about Rs 
500 crores will continue to be immo¬ 
bilised in these stocks, the cost will be 
a minimum of Rs SO crores. It has 
been suggested by those in charge of 
procurement operations that it should 
be the objective to mobilise minimum 
resources at an interest rate of six per 
cent for creating a revolving fund and 
reducing interest charges. 

interest charges 

This will no doubt result in a reduc¬ 
tion in interest charges alone by Rs 
20 crores annually. This suggestion is 
eminently acceptable though it will be 
difficult to find the required resources 
in a short period in view of the pressure 
on available resources from many direc¬ 
tions. It should not be difficult however 
to carry out this operation on a stagger¬ 
ed basis and complete it in a period of 
five years. In that case, there will be 
no question of earmarking definite 
amounts out of budgetary resources or 
continuing to immobilise large amounts 
of the banking system in the shap; of 
advances against foodgrains. 

The Food Corporation may attempt 
to raise its own funds through the issue 
of bonds or if it is not immediately 
practicable, the government may allo¬ 
cate about Rs 100 crores every year out 
of its own resour.es for this purpose 
and lend the amount to the Food 
Corporation in the same way as it is 
doing to the Railways by charging 
an average rate of interest. A continu¬ 
ance of this procedure for four or five 
years will enable the corporation to 
have a pool of resources which will 
h*lp it to be independent of either 
the government or the banking system 
for carrying out its operations. What 
is however more important is how 
it conducts these operations. They arc 
likely to result in heavy losses as 
stated earlier if there is a net increase 
in buffer stocks and ourchases and sales 
have to be carried out of about 
3.5 million tonnes in order to meet the 
needs of fair price shops and the statu¬ 
torily rationed areas. 

The Agricultural Prices Commission 
has drawn forceful attention of the 
government to the need for reducing 
procurement pricewand increasingissuC 
prices in order to eliminate the losses 


wit nr wan; 

sustained on procurement and sales. 
The subsidy on this account in 1972*73 
is estimated at Rs 120 crores whik a 
provision of only Rs 100 crores has 
been made in the budget estimates. Hue 
provision in the'bidget for 1971-72 
was originally Rs 30 crores and it has 
risen to Rs 50 crores in the revised esti¬ 
mate, on account of a fall in the con* 
tent of imported foodgrains and an 
increase in the volume of buffer stocks. 
The actual losses may be very much 
more since the state rood ministers at 
their recent conference did not agree 
to an increase in issue prices immedi¬ 
ately or a staggeied reduction in pro¬ 
curement prices. Since they have not 
had the courage to arrive at workable 
decisions, there should at least be a 
change in the policy in regard to pro¬ 
curement and distribution. There is no 
point in pinalisina the tax-payer for 
feedine a section of consumers in a 
pjriod of plenty throueh the pur¬ 
suance of policies which were thought 
of in times of scarcity. 

costly operation 

The grower has to be assured a fair 
price for his produce. But the manner 
in which procurement and distribution 
policies arc being implemented is prov¬ 
ing to be costly for the community as 
excessive procurement has been res¬ 
ponsible for high pi ices in the open 
markets in the lean months. Also in 
the deficit areas traders are helped to 
exploit consumers partly because of the 
inability cf the Food Corocration to. 
carry out intelligent open market ope¬ 
rations. The anomalies in this regard 
can be expected to be rectified 
naturally if in 1972-73 there is a 
further inctease in the output of 
foodgrains to 112 million tonnes. 
But there is no reason why a decision 
should not be taken regarding the 
limiting of the subsidy that will nave 
to be incurred by the central go¬ 
vernment to Rs 50 crores and restrict¬ 
ing procurement operations to a limi¬ 
ted quantity. After this quota had been 
completed, additional quantities should 
be acquired only in the nature of support 
operations at prices which are much 
lower than procurement prices. 

This kind of approach to the prob¬ 
lems confronting the central govern¬ 
ment and the Food Corporation is 
inevitable. Otherwise, apart from inte¬ 
rest charges of ovet Rs 90 crores, there 
will be the loss arising out of the actual 
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difference between issue and urocure- 
ment prices which are now about Rs 
50 per tonne. There will also be the 
additional expenditure on transport, 
storage costs, loss in storage and deterio¬ 
ration, administrative expenditure and 
so on. Even assuming that about Rs 
50 per tonne will be the minimum ex¬ 
penditure on account of these factors, 
the total loss involved will be easily 
Rs 100 t>er tonne. It the quantities pro¬ 
cured exceed six million tonnes, the 
aggregate cost will be over Rs 100 
crores including interest charges and 
even Rs 120 crorcs as estimated by the 
Agricultural Pi ices Commission. The 
adjustments in issue and procurement 


prices should thus be effected for absor¬ 
bing at feast handling and other charges. 
The burden of interest charges may for 
the time being be borne by the govern¬ 
ment, though even here there will have 
to be an upper limit in regard to the 
size of the buffer stocks and a definite 
plan for creating a revolving fund. Only 
after pragmatic decisions have been 
taken on these issues, it will be 
possible to evolve correct policies 
in regard to the maintenance of 
buffer stocks for raw cotton or raw 
jute. 

(twill also be necessary to have clear 
thinking in respect of minimum prices 



for sugarcane and availability of credit 
for effecting payments against cane 
purchases and maintenance of sugar 
stocks, ft is the failure to think clearly 
on vital auctions that has been res¬ 
ponsible for the prescent confusion in 
the formulation of farm policies. The 
emphasis has necessarily to be oil boost¬ 
ing production at any cost in the ear¬ 
lier stages of development. But once a 
breakthrough has been * achieved in 
some directions the new problems have 
to be handled properly and sentiment 
should not result in the undue penalisa¬ 
tion of the tax-payers or those consu- 
sumers who do not benefit from subsi¬ 
dised sales. 


Coin shortage- 

- ■ a danger signal 


From about the end of 1970, an acute 
coin shortage has been felt all over 
the country. This has seriously incon¬ 
venienced people in their day-to-day 
economic activities. In big cities like 
Bombay, quarrels with bus conductors, 
vegetable vendors and restaurant own¬ 
ers have become a routine for the pub¬ 
lic. 

Similar reports arc heard from cities 
as far removed in distance as Cochin 
and Delhi, and other towns of India. 

A brief study of our mints and coin¬ 
age system is interesting. Three mints 
at Bombay, Madras and Calcutta 
were set up in 1823. The Madras 
mint was closed down in 1859 though 
there is still a Mint Street to remind 
people of it. The Calcutta mint was 
shifted to Alipore in 1951. The Hydera¬ 
bad mini was acquired in 1950. 

The three mints at Bombay, Alipore 
and Hyderabad arc under the charge 
of the union Finance Ministry. But 
the Reserve Bank is responsible for 
coin supply to the public. 

When public criticism of Reserve 
Bank started, an impression was sought 
to be created by the Reserve Bank 
spokesmen that the Bank had nothing 
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to do with the present coin shortage as 
the mints were owned by the govern¬ 
ment. The actual position is different. 

The programme of production of 
coins is determined by mints “on the 
basis of advices received from the Chief 
Accountant, Reserve Bank of India.” 
(Estimates Committee of Second Lok 
Sahha in its 48th Report). 

The reasons for present acute coin 
shortage are two: First, failure of the 
Reserve Bank to anticipate coinage re¬ 
quirements of the economy. Second, 
the failure of government economic 
policy over the years. 

In March 1956, the. coin supply was 
Rs 66 crores. It had increased to Rs 
134 crores in January 1972. How¬ 
ever, the increase is not to be measured 
in terms of these figures. A meaningful 
interpretation of these figures is to see 
the coin supply as a percentage of the 
total stock of currency. Only then 
one gets a proper appreciation of the 
supply position. 

In 1956, coin supply was 3.9 per cent 
of the total stock of Currency which 
was Rs 1,684 crofes. In 1971, it had 
come down to three per cent while the 


total stock of currency was Rs 4,708 
crorcs. Considering the increase in 
money supply, and growing economic 
activities, there was need to increase 
the coin supply. Because most tran¬ 
sactions in our country take place in 
retail trade, even if coin supply had 
been maintained at 1956 level, the re 
quirement would have been about Rs 
183 crorcs and not Rs 134 crores in 
January 1972. Therefore, there is a 
serious shortfall of about Rs 50 crorcs 
owing to the failure of the Reserve Bank 
to anticipate the need for small coins. 

An explanation is sometimes given 
that owing to export orders to Thai¬ 
land and Greece, our mints were busy 
This is not correct. In the first place! 
export orders arc nothing new. One of 
the functions of the mints is to execute 
export orders. For instance, the “Cur¬ 
rency and Finance”, Report of the Re¬ 
serve Bank for 1956-57, clearly states: 
“As in the previous years, the India 
government mints continued to under- 
take coinage for foreign countries”. 
The Parliamentary Estimates Commi¬ 
ttee also points out that mints “take 
up foreign coinage”. 

Second, the recent report of the union 
Finance Ministry had disclosed that 
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in the last two years, the Reserve 
Rank had .drastically cut down orders 
for coins. The result is a countrywide 
shortage of coins. 

The Reserve Bank in a letter to the 
Bombay branch of the All-India Bank 
Depositors’ Association has contended 
that this was a'shortage only in Greater 
Bombay, and elsewhere conditions’werc 
better. 

Once again, this explanation is in¬ 
correct. If it had been true, then coins 
would have been attracted to Bombay 
from the rest of the country because 
they command a premium of Rs 10 
to Rs 12 {)er coins worth Rs 100. Coin 
shortage is universal in the country, 
but it is felt more acutely in Bombay 
which is India’s premier commercial 
centre. Bombay’s faster pace of econo¬ 
mic activities require more coins than 
other parts of the country. 

The second main reason for coin 
shortage is the failure of government’s 
economic policy. Over the years, be¬ 
cause of government’s faulty policies, 
prices have gone up steadily. The in¬ 
crease has been so big that the metallic 
content of many coins today is much 
more than their face value. In such a 
situation, unscrupulous persons have 


started cornering and melting coins 
for sale of metal. 

It is interesting to note in this con¬ 
text that many countries use light me¬ 
tals in coins just to forestall this possibi¬ 
lity. In fact, our Parliamentary Estimates 
Committee had recommended in 1959 
that use of cheaper substances in our 
coins should be considered. Unfortu¬ 
nately, this recommendation does not 
seem to have been acted upon by the 
authorities. Only now that the coin 
crisis has come upon the public, new 
coins are being minted in light alumini¬ 
um magnesia alloy. Had this been done 
earlier, the present crisis would not 
have been so acute. 

From time to time, there are sugges¬ 
tions that paper coins or plastic coins 
should be issued. As coins change 
hands frequently, “paper coins’* would 
be soiled and damaged beyond recogni¬ 
tion in a few days. As it is, the one- 
rupee notes have a short life. More¬ 
over, counterfeiting such paper or 
plastic coins would become, easy and 
detection very difficult. 

Some organisations like the BEST 
Undertaking of the Bombay Municipal 
Corporation have issued coupons to 
cope with the requirements of their bus 
services. Some restaurants have also 
“coupons” or “tokens” currency. This 


is permitted as the authorities seem to 
be helpless in enforcing the laws. In 
reality, such coupons and tokens are a 
parallel currency and illegal. 

The present coin shortage cannot be 
allowed to continue because it hampers 
economic growth. In addition, its bur¬ 
den is mainly borne by small people 
who can least afford it. While on the 
one hand there is loud talk of “social 
justice” and the need to help small 
people, on the other we have the ironical 
spectacle of gross social injustice and 
losses for the small people as a result 
of coin shortage! 

Shortage of coins in our present in¬ 
flationary situation can be compared to 
a fat man gasping for breath. It shows 
that ours is not a healthy economy if 
people have to pay more money to buy 
money! Money itself is a measure of 
economic value and when that measure 
becomes distorted economic activities 
also get distorted. 

The coin shortage is, therefore, a 
danger signal to the economy. It points 
out the need for (a) realistic economic 
policies which promote greater produc¬ 
tion of wealth and a stable rupee, and 
(b) managerial efficiency on the part 
of the governmental authorities in 
handling the economic problems of the 
country. 
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POSITS OF WW 


Man-power is as 

--■* man-power does 


The All India Management Associa¬ 
tion! in collaboration with the Madras 
Management Association, had conduc¬ 
ted a survev last year on “The Manage¬ 
rial Profile' in Madras*'. The survey 
was confined to 120 membi r organisa¬ 
tions, who arc enlightened enough to 
become members of the Management 
Association. Only 29 impottant orga¬ 
nisations representing 30,658 em¬ 
ployees, 1,484 managers and 3,095 
supervisors have responded. This is a 
24 per cent response, which I under¬ 
stand, is one of the highest responses 
for such a survey. The findings are 
most revealing: 

27.6 per cent of managers surveyed 
do not possess a university degree. 

54 per cent of supervisory staff are 
non-graduates. 

inexperienced supervisors 

More than 62 per cent of supervisors 
have less than 10 years ol experience. 
This would imply that they have an¬ 
other 25 years productive r un and will 
be a drag, without an opportunity 
for training or continuing educa¬ 
tion, more so. as many of them may 
move to management levels. 

The total training effort covers only 
20 per cent of the sample, a subs¬ 
tantial portion of which is due to tht- 
impact of only two highly training 
oriented companies. 

Amongst the supervision, the total 
trained, excluding one major com¬ 
pany, is only 17 per cent. 

A survey conducted by Economic 
Times »n 1969 and reported in the 
MMA Executive Compensation Sur¬ 
vey, reveals that 46 out cf the 75 
raanas'ng directors do not have any 
qualifications worth mentioning. The 
position, I understand, shows some 
improvement now. 

If we takt tht criterion for eligibility 


Extract* from an address by Mr M.K. Raju 
President, All India Management Association, 
at the Third Annual Convention of the Indian 
Society for Training and Development, held in 
Madias earlier this month. 


of a professional manager as possess¬ 
ing good education, an opportunity 
and a desire for continuing education, 
well developed ethical and moral values 
and a certain experience in manag¬ 
ing*, 54 per cent of our existing 
managers do not meet these standards. 

This is indeed a depressing picture. 
Planning of training is not widely prac¬ 
tised—activity-wise and budget-wise— 
even in the relatively well-known and 
large companies in an industrial metro- 
politican city like Madras. On the na¬ 
tional scene, organised training efforts 
arc more scarce. An area as important 
as training is taken for granted. We only 
have lipscrvicc, with too little commit¬ 
ment in the country for training and 
development. 

Human resource development is so 
critical a factor in the economic growth 
of the nation, that it can no longer be 
left to chance, or ‘corporate conscience’ 
in a ft w companies. There is an urgent 
need for a national policy on training 
and human resource development. 

current scene 

That explains the reason why so 
many countries have developed nati¬ 
onal policies with respect to training. 
Let us look at the scene- in some of 
these countries:— 

Britain has introduced an industrial 
training legislation on the basis of 
a levy and grant system varying from 
industry to industry (the kvy in en¬ 
gineering industry is 21 per cent of 
salaries i.nd wages). Two million 
people are being trained systemati¬ 
cally each year by the employers. 

in France, every employer of more 


than 10 workers is obliged to pay a 
uniform training levy going up to two 
per cent on his total wage bill. Under 
the scheme, total number trained has 
risen from 190,C00 in 1969 to 371,000 
last year. It is the legal right of 
every French worker to get periods 
of leave to attend approved training 
courses. 

French managers believe that train¬ 
ing must become a permanent process 
throughout their professional life. 

Sweden has implemented a man¬ 
power and economic policy. 

Japan's miracle 

Japan’s economic miracle is the 
success story of their man-power 
policy, where thousands of super¬ 
visors and technicians were trained 
in a very short time, 

Canada has a new man-power train¬ 
ing programme. 

USA spends 12 per cent of GNP for 
education and training In industry, 
government and defence. It is 
reported that 42 per cent of growth 
rate per product per person is due 
to education during the fifty years 
1910-1960. 

Israel has introduced education and 
job training measures worthy of 
mention. 

In Finland, it is reported that top 
and middle executives go to school 
to study professional management, 
probably more than those in any 
other country. 

In Singapore, with no more than 
59,000 management personnel, 
100,000 man-hours of management 
training were imparted in less than 
four years. 

In Poland, in one year itself, in 
amul28, 1972 
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.1953, HM^QQO psrsonnel took part 

in course* dealing with management 

and related subjects. 

All this reveals a national concern 
for human resource development. 
This covers as much the existing stock 
of human resources, as well as the de¬ 
velopment of new resources. Formal 
management education and training is 
becoming an integral part of corporate 
man-power policy and it .includes top 
management at the board levels* as 
well. 

While the experience in all these 
countries, demonstrates so clearly the 
relationship between investment on 
training and economic growth, in our 
country, there is a glaring contrast— 
a gap between ‘blissful ignorance and 
unconcern for management on the one 
hand, and appreciation of the signi¬ 
ficance and role of 'management for 
the efficient and effective functioning 
of all social units on the other’. In 
my opinion, this is the crux of our 
problem. Unless we bridge this gap, 
we cannot ensure any sustained pro¬ 
gress. 

magnitude of task 

Let us presume that we accept in 
principle that this gapmust be bridged 
and we as a country accept training and 
development, as a part and parcel of 
our man-power policy. Then, what is 
the magnitude of our task? 

Efforts were made from time to lime 
to project our future demands of 
managerial personnel in the country. 

The latest estimate from the Insti¬ 
tute of Applied Man-power Research 
projects our demands for the decade 
1966-76 at 250,000 managers, of which 
promotions from within cover at least 
100,000. What is conspicuous is that 
the data is so much at variance from 
one estimate to the other, that it needs 
to be reconciled. What is even more 
conspicuous is that no data, not even 
a rough estimate, is available on the 
existing management and supervisory 
personnel in tne country. This is so 
serious, as they form the baseline for 
our training needs, make the climate 
for receptivty to training and form at 
least 80 per cent potential for promo¬ 
tion of supervisory and managerial 
personnel from within. 

These estimates of managerial re¬ 


quit ements do not include the 8.5 mil¬ 
lion and odd government employees 
from the state and central governments 
and the corresponding managerial 
needs. Pat together, industry, govern¬ 
ment and agriculture, call for an in¬ 
tensive training activity, on agigantic 
scale, in our country. 

large demand 

Whatever be the criterion we adopt, 
the estimated demand for new managers 
is large—anywhere from 25,000 to 
50,000 annually. Against this require¬ 
ment, we turn out about 650 graduates 
in management education annually 
from our business schools and universi¬ 
ties. Amongst the existing manage¬ 
ment personnel, it is estimated that 
about 10,000 managers get exposed to 
some training or the other annually 
through all existing training agencies, 
associations, universities and business 
schools. This is from the existing base 
of about a million management and 
supervisory personnel. 

Thus, our efforts in the direction of 
training are glaringly inadequate and 
this, to a large extent, is retarding the 
tempo of ot;r economic development, 
regardless of our other investments. 
This constitutes a colossal task and our 
policy must be to allocate our resouices 
judiciously priortising our national 
requirements. 

High rate of economic growth is 
not possible without the better utilisa¬ 
tion of existing facilities. Our industrial 
sectors must, therefore, increase their 
efforts in a relentless campaign, to make 
present workers, supervisors and mana¬ 
gers more effective and to ensure an 
adequate supply of well qualified per¬ 
sonnel for the fututc, if our country 
has to maintain rapid growth. 

With the present industrial base and 
existing technologies, machines and 
materials and with only one more input, 
namely, improved management and 
massive training at all levels, we should 
be in a positron to restore full utilisa¬ 
tion of existing capacities, which will 
be the equivalent of 3500 million rupees 
of additional output. Similarly, an 
efficient inventory management should 
result in substantial savings in the coun¬ 
try. It is, therefore, clear In the prsesent 
stage of our development, that training 
of existing personnel to improve the 


I 

efficiency becomes even more impor- 
tantthan even training of new managers. 

Then, what is the role of the Indian 
Society for Training and Development 
(ISTD) and industry? 

As I visualise it, ISTD must be a cata¬ 
lyst to close the gap between ignorance 
and appreciation for training and de¬ 
velopment, the gap between apprecia¬ 
tion and acquisition of knowledge and 
finally, the gap between the acquisition 
of knowledge and its application. 

As a first step, it must take the res¬ 
ponsibility to collect facts about exist¬ 
ing management and supervisory per¬ 
sonnel in the country, both in the go¬ 
vernment and industry and our pro¬ 
jected demands for the future, for a pre¬ 
determined economic growth. I re¬ 
commend a national committee for this 
project, a time schedule to correlate 
the existing data, for collection of new 
data and to make available authentic 
statistics on existing management and 
supervisory personnel. This must cover 
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age, educational qualifications, experi¬ 
ence and area of specialisation. This is 
the most urgent task we have, if we want 
to make any progress in our training 
activity. This will be a starting point 
for a National Plan on Training. When 
once the project proposal is ready, l am 
sure, we can find enough financial re¬ 
sources from enlightened industrialists 
and the government to conduct such 
a survey. 

Secondly, a strategy must be evolved 
by ISTD to close the gap between 
ignorance and unconcern for training 
and its application. Whether the app¬ 
roach-will be enterprise-wise, or at the 
dual level: whether it should be through 
appreciation seminars or through films 
or through case studies of successes and 
failures, it is for ISTD to decide. I 
recommend that you honour at each 
annual convention two or three orga¬ 
nisations in our country, which are 
training oriented, which have shown 
creativity and innovation in training and 
which have contributed to our national 
progress. They deserve such recogni¬ 
tion. 

industry's role 

Thirdly, l strongly believe that in¬ 
dustry can and must take all necessary 
steps to do everything in its power in¬ 
cluding investment of large sums to 
supply qualified man-power. No doubt, 
we require the assistance of the govern¬ 
ment. But, installation of recruiting, 
training and selecting centres within 
the companies on their own initiative 
will pay high dividends and contribute 
not only to their own prosperity, but 
also the country at large. 

Fourthly, I recommend, we set up 
national training centres in Bombay, 
Calcutta, Delhi and Madras with facili¬ 
ties such as audio-visual aids, audi¬ 
toriums, libraries and films. ISTD can 
take a lead in setting up such centres, 
and co-ordinate its efforts in training 
with other management associations. 
Physical facilities will make training 
more effective, reduce costs and incre¬ 
ase the frequency of use. ISTD could 
take the lead in drawing a Master Plan. 
Ultimately, such facilities may be ex¬ 
tended to at least one centre in each 
state for mass exposure of supervisors 
and managers to training in every sphere 
of economic activity. 

Fifthly, this intense training activity 
pre-supposes an adequate number of 


competent trainers. It will be worth¬ 
while for the ISTD to study the profile 
of a trainer, as it exists today and de¬ 
velop a profile for the future, to under¬ 
take the tasks ahead. This is so im¬ 
portant that it will be worthwhile for 
you to consider “Profile of a Trainer” 
as one of the themes for your next 
convention. I hope, by that time, you 
will be in a position to bridge the gap 
between ignorance and appreciation 
of the role of training and move to the 
acquisition of knowledge and its appli¬ 
cation. The trainer will have to play an 
important role in this transition. 

Sixthly, as you will, no doubt, dis¬ 
cuss during your deliberations at this 
covention, you must prepare yourself as 
how to meet the challenges of training of 
a large number of personnel in the coun¬ 
try; how to make organisations more 
effective; how to initiate, set up and 
organise training in an organisation; 
how to provide enough trainers in 
quality and quantity and also what app¬ 
roaches to take — the behavioural and 
the systems — that ideally suit our en¬ 
vironment and culture. This includes 
the training design, training evaluation, 
both qualitatixe and quantitative 
and research into different types 
and methods. This must become 
a part of the integrated plan for training 
in the country. 

Lastly, our training goal must match 
the needs of our national goals of an 
annual growth rate in industrial produc¬ 
tion of, 10 per cent, agricultural ouput 
of six psr cent, national income of live 
per cent, labour productivity of seven 
per cent and more than all, real per 
capita income of five per cent. 

baseline for plan a 

This should form the baseline for de¬ 
veloping a National Plan for Training. 
Some of the major elements of this plan 
would be: 

Establishing priorities between orien¬ 
tation and functional programmes, 
excutive development programmes, 
postgraduate development program¬ 
mes, as well as derive cost-benefit 
equations for each one of them. 

Developing sectorial and managerial 
level priorities for training in in¬ 
dustry. 

Establishing the education and train¬ 
ing linkages, through constant dia- 


rows ar m il 

logue between the industry and the 
academics. 

The plan calls for mobilisation of 
resources in a big way. While we need 
the assistance of the government, in¬ 
dustry cannot shy away from its own 
responsibility. With the creation of 
physical facilities for training in na¬ 
tional centres all over the country, in¬ 
dustry groups could consider voluntary 
efforts to launch a crash programme 
for training, as you have done so in one 
of your chapters, where 40 companies, 
300 participants and 78 faculty members 
have participated in a co-operative 
supervisory training programme during 
the last two years. This is the best way. 
However, there is one harm indepen¬ 
dent India has done to industry—it has 
made it cease to think for itself and look 
to the government to do the thinking 
for them. On the training front, if 
we wish to keep to this trend, we may 
have no alternative but to look to the 
government for a compulsory levy on 
training, as in France and Britain. The 
choice is entirely left to the enlightened 
leadership in the country. To conclude: 

crucial factor 

Human resource development is the 
critical factor for economic growth, 
it can no longer be left to chance or. 
corporate conscience. 

The efforts in developing this re¬ 
source, in India, have, so far, been 
grossly inadequate. 

The crux of our problem is the gap 
between ignorance and appreciation 
of human resources development. 

Priority is for improvement of the 
calibre of existing management and 
supervisory personnel. 

ISTD can play a strategic role in brid¬ 
ging the gap between ignorance and 
appreciation of the role of training, 
in collecting authentic data on exist¬ 
ing management and supervisory per¬ 
sonnel and future demands, creating 
physical facilities for training and 
developing strategies to meet the 
existing and new demands. 

ISTD can assist in drawing up a 
National Plan for training. 

Human resources form the key to 
our progress. If properly harnessed, 
there is no reason, why we cannot al¬ 
together banish poverty and ill-health 
from the face of India. 
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PRESS GALLERY 


Thb Demands for grants of two more 
ministries — (I) the Ministry of Agri¬ 
culture, and (fi) the Ministry of Com¬ 
munications — were adopted by the 
Lok Sabha this week and those of the 
Ministry of Home Affairs were incon¬ 
clusively debated. Another highlight 
of the proceedings of this House was a 
discussion on the large-scale (losure of 
textile mills in Ahmedabad due to po¬ 
wer shortage. Before the Rajya Sabba 
went into recess on Saturday last to re¬ 
assemble on May 8, it deliberated upon 
the arrangement with the Soviet Union 
for the import of raw cotton from there 
for processing in this country and re¬ 
export of cloth in the form of garments 
back to that country. 

raw cotton prices 

With plenty of foodgrains in stock 
and the current rabi crop expected to bo 
again a bumper one, the members parti¬ 
cipating in the debate on the demands 
for grants of the Ministry of Agricul¬ 
ture, were much less critical of the go¬ 
vernment’s agricultural strategy than 
they had been till last year. They 
however, expressed a good deal of 
concern over the recent sharp fall in 
the prices of raw cotton, particularly 
in Gujarat, the uptrend in sugar prices 
as a result of production this year 
going down to 31 lakh tonnes, the slow 
progress in t ic implementation of land 
reforms and the growing unemployment 
in the countryside. In rcsoect oi food- 
grains, some critical references, of 
4 oursc, were made to the lack of ade¬ 
quate progress on the pulses and oil¬ 
seeds fronts 

In his reply to this debate, the Minis¬ 
ter of Agriculture, Mr Fakhruddin Ali 
Ahmed, took pride in the government 
having redeemed its pledge to stop all 
concessional imports of foodgrains. 
We are on the threshold of even ex¬ 
porting some foodgrains, he pointed 
out. The wheat target of the fourth 
Plan, Mr Ahmed said, was likely to be 
exceeded this year when the output 
would be more than 26 million tonnes. 
On the rice front atso, he assured the 
House, the picture was now much 


more encouraging as a good deal of 
rice was being produced even in the 
hitherto wheat-growing states like 
Haryana, Punjab and Uttar Pradesh. 
The massive summer rice crop pro¬ 
gramme, which was envisaged to be 
launched in the north-eastern part of 
India this year, would further subs¬ 
tantially improve rice production in the 
country. This type of rice cultivation 
in West Bengal, Mr Ahmed said, had 
already yeilded very good results. 

concerted effort 

Mr Ahmed agreed that concerted 
efforts had yet to be made for stepping 
up the production of oilseeds and 
pulses, but assured members that the 
various schemes which the government 
hadprepured to raise tht output of these 
two farm products — extension of cul¬ 
tivation ot soyabeans and sunflower 
in the case of oilseeds and popularisa¬ 
tion of the new varieties which have been 
developed in the recent past in the caso 
of pulses — would help in easing the 
position in the near future. Steps, he 
further stated, arc being taken to check 
the diversion of area under cultivation 
of pulses >>nd oilseeds to growing of 
foodgrains. Mr Ahmed assured the 
House that land reforms would now be 
more effectively brought about. He 
mentioned in this regard the steps being 
taken by the state governments to re¬ 
duce the ceiling on land holdings. 

Earlier inlevcning in the debate, the 
Minister of State, Mr A.P. Sbinde, dealt 
with the problem of cotton, the other 
Minister of State in this Ministry, Prof. 
Sher Singh dwelt upon the sugar issue 
and the Deputy Minister, Mr Jagan- 
nath Pahadia, dealt with the problems 
connected with community development 
and co-operation. Mr Shinde announced 
that the government had decided to 
buy cotton at fi xed prices to build up 
a buffer stock — the purchase prices, 
however, were announced later: about 
10 per cent increase over the minimum 
prices reached in 1969. The purchase 
operations would be undertaken by tlie 
Cotton Corporation of India. These 
support prices, Mr Shinde hoped, 


would make the country sclf-$UfKcitnl 
in cotton in the next three years. Mr 
Shinde also revealed that the total 
production of foodgrains in the country 
this year was estimated around 112 
million tonnes, as against 107 million 
tonnes last year. 

sugar estimate 

Prof. Sher Singh expressed the hope 
that as a result of increase in the acre¬ 
age under sugarcane, sugar output next 
year would go up to about 40 lakh ton¬ 
nes, as against nearly 31 lakh tonnes 
this year. About the problem of pay¬ 
ment of arrears to sugarcane growers, 
which had been adversely commented 
upon by some members, he stated, that 
the concerned state governments had 
been requested to take up steps to en¬ 
sure expeditious payment to growers by 
mills. A large part of the outstanding 
arrears, he revealed, had already been 
cleared. Another point that was made 
by Prof. Sher Singh was that the rural 
works programme, which was launched 
by the union government last year 
to create employment in the coun¬ 
tryside, was now making steady pro¬ 
gress. The target of creating 554 lakhs 
man-hour jobs through this program¬ 
me had already been exceeded. Of the 
50 crorcs outlay earmarked for it, 
sanctions had been accorded for sche¬ 
mes involving an outlay of Rs 47 
crorcs. The disbursement till now was 
of the order of Rs 34 crorcs. 

Mr Pt-hadia assured the critics of 
his department that serious efforts weu 
being made to strengthen the co¬ 
operative institutions which provided 
credit facilities to small and medium 
farmers. 

The debate on the demands for grants 
of the Ministry of Communications 
was marked by the stout defence of the 
Minister for Communications, Mr 
H.N. Bhugana, of the working of the 
Posts & Telegraphs Department in the 
face of heavy odds and the clamour of 
members for extending postal facilities 
in the rural areas. Mr Bahuguna ad¬ 
mitted that the P&T Department con ; 
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flatted to incur losses and had not 
lived up to the expectations of mem¬ 
bers. But he attributed this to the 
many problems faced by the depart¬ 
ment. One of these problems, he 
pointed out, was that out of social 
considerations, the department had 
to provide certain services tt hetvily 
subsidised rates. Wherees the cost 
of handling a postcard, for instance, 
he said, came to 18 paise, the depart¬ 
ment charged for it only 10 paise. The 
cost of handling newspapers, similarly, 
was as much as 25 paise, while the 
P&T Department’s charges were 3.5 
paise. The Minister did not agree with 
the suggestion of members that the 
P&T Department should be replaced 
by an autonomous corporation. Such 
a step, he felt, would amount to total 
commercialisation of the department 
which was also expected to be a public 
utility service. The other major prob¬ 
lem, Mr Bahuguna pointed out, was 
that of human element. There being 
nearly one lakh post offices for about 
seven lakh villages, more than 51 per 
cent of the mail in 1972 was delivered 
by foot-runners. Moreover, mail sor¬ 
ters had to sort out letters written in 
14 languages, if not more. 

service in rural areas 

In respect of extending postal facili¬ 
ties in the rural areas, Mr Bahuguna 
observed that the major constraint was 
shortage of funds. As additional funds 
became available, more and more post 
offices, he assured, would be opened in 
the rural areas. Mr Bahuguna also 
dwelt upon some of the economy mea¬ 
sures his Ministry was taking. The 
plethora of forms, he said, was being 
reduced. The government had also 
decided to levy a small charge for VPP 
and acknowledgement receipts for re¬ 
gistered letters as was being done in 
the case of money orders. To the com¬ 
plaint of a long waiting list for telephone 
connections, Mr Bahuguna’s reply was 
that the production of indigenous equip¬ 
ment was being stepped up. He, how¬ 
ever, regretted that the productivity 
of the Indian Telephone Industries, 
Bangalore, was much lower than that 
of the highly mechanised plants in 
Japan. Several members suggested that 
the state capitals should be linked with 
New Delhi by STD. The Minister 
assuied them that that was his Ministry’s 
aim also. Some members stressed the 
need for a concerted drive for stepping 
up small savings in rural areas through 
post offices. 

During the debate on the Home 
Ministry’s demands for grants, the 
CPM and Congress-O spokesmen 


assailed the union government for u%» 
ing poUcepnd intelligence agencies few 
comoUdmag the rule ofa small coterie 
in the ndmg party. The DMK spokes-' 
man expressed concern over the in¬ 
creasing central control overstates. 
Charges were again hurled at the cent¬ 
ral government for rigging up the re¬ 
cent state elections in some parts of the 
country. It was also alleged that the 
office of the state Governors had been 
reduced to the position of the chief 
election agents of the ruling party. The 
delay in the union government taking 
action on the memoranda submitted by 
the opposition parties against the Har¬ 
yana Chief Minister, Mr Bansi Lai, 
which contained charges of corruption 
and nepotism against him, came in for 
scathing criticism at the hands of several 
members. A CPI member vehmently 
criticised the “failure” of the union 
government to curb corruption and 
black marketing. 


government was prepared to 
fatetetadlde 

Bant hit feMc at lli! . „ 

the CPM qpokesiftttif, and poteteff otjk 
that his party had suffered setback at 
the polls because the people In West 
Bengal had now turned against the 
CPM due to the violence let loose by 
it when it was ia partner In the United 
Front government there. The Minister 
doubted whether the CPM at all be¬ 
lieved in democracy. He felt that the 
Naxalite problem had been contained,, 
thanks to official measures. The go¬ 
vernment, he added, was keeping cons¬ 
tantly in mind the socio-economi cas- 
pects of the problem. Mr Pant also 
indicated that the union government 
would soon bring forth legislation to 
deal with the activities of communal 
organisations in the country. 

power shortage 

A strong demand was made in the 
Lok Sabha for the nationalisation of the 


state of emergency 

The Jana Sangh leader, Mr A.B. 
Vajpayee, criticised the Prime Minister 
for concentrating too much power in 
her hands. The continuance of the 
state of emergency was also adversely 
commented upon by many opposition 
members. The Congress spokesmen, 
however, made valiant attempts to de¬ 
fend the government against the charges 
of the opposition, particularly in re¬ 
gard to the use of police and intelli¬ 
gence agencies for perpetuating the rule 
of a small coterie in the ruling party. 
They scathingly criticised the CPM for 
resorting to murder politics in West 
Bengal and expressed the hope that the 
law and order situation in that state 
would be improved in a concerted 
manner. MrN.E. Horo (Ind) demanded 
the creation of a Jharkhand state, 
comprising the Chota Nagpur division 
of Bihar, two districts each of Madhya 
Pradesh and West Bengal and four dist¬ 
ricts of Orissa. This demand how¬ 
ever, was strongly opposed by a Cong¬ 
ress member, Mr Shankar Dayal Singh. 

Intervening in this debate, the Minis¬ 
ter for Home Aftairs, Mr K.C. Pant, 

{ minted out that time was not yet ripe 
or dispensing with the powers acquired 
by the union government 
through the declaration of emer¬ 
gency in the wake of war with Pakistan, 
as the Indian forces were still on the 
western borders keeping a constant 
vigil. He castigated the opposition 
members for raising the bogie of rigging 
up the recent state elections and advised 
them that they should take their defeat 
at the polls in a sporting manner. He, 
however, assured the House that the 


Ahmedabad Electric Company during 
the discussion on the power crisis Ip 
Gujarat which had led to the closure of 
many textile mills in that state recently. 
The company was charged of not having 
informed the state government in 
time about the shortage of coal. It was 
also suggested that the company was 
grossly mismanaged. The Deputy 
Minister for Foreign Trade, Mr A.C. 
George, revealed in his reply to the dis¬ 
cussion that the union government had 
taken a very serious note of the closure 
of textile mills in Gujarat due to power 
shortage, but pointed out that it had 
no authority to take over the Ahmeda¬ 
bad Electric Company. He advised 
members to approach the state govern¬ 
ment for this purpose. Mr George assu¬ 
red the House that the union govern¬ 
ment, Railways and the Gujarat govern¬ 
ment had taken prompt action as soon 
as it came to their notice that the shor¬ 
tage of coal had caused power crisis 
in Gujarat. The recurrence of such 
happenings in the country, he stressed, 
had to be avoided. 

The cotton agreement with the Soviet 
Union came in for sharp criticism in 
the Rajya Sabha at the hands of the 
Swatantra members who expressed fears 
that it was detrimental to textile 
exports. Mr A.C. George agreed that the 
arrangement was not as advantageous 
now as it was last year when it 
helped in providing work for textile 
milts which were starved of raw cotton, 
but hastened to add that it was in the 
“national interest”. The deal with the 
Soviet Union, he pointed., out, had en¬ 
abled the country to earn R$ 16.5 crores 
as conversion charges, besides assisting 
in making use of the idle loomage. 
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Evolution of sterling area • as * 

London. 


I 

Sterling Yesterday 

During the 'postwar period sterling 
and the sterling area have declined in 
importance but, in periods of strain, 
international monetary support has been 
given in the interests , of stability. Now 
that Britain is about to join the Euro¬ 
pean Economic Community, and now 
that changes in the basis of international 
liquidity are being discussed, sterling 
enters a new phase. Both the sterling 
area and sterling as a reserve currency 
will continue to diminish, although 


ing the second half of the nineteenth 
century and up to 1931, the trade of 
overseas sterling area countries was 
predominantly with Britain, so that it 
was natural that it was carried out in 
sterling. 

Each of the overseas sterling area 
countries had its own local currency. 
Some, notably the self-governing domi¬ 
nions, had their own central banks, 
which kept their assets almost entirely 
in sterling. For the rest, the pattern 
which developed early in the twentieth 
century was for their currencies to be 
issued by local currency boards, which 





and both private and public borrowers 
had ready access to the London capital 
market. Governments and public 
bodies, in particular, raised funds by 
issuing stocks on the new issue market. 

Two consequences flowed from these 
arrangements. To the extent that 
foreign currencies were earned, they, 
ware sold, through the banks, on the 
London market in exchange for sterling. 
Secondly, local currencies were main¬ 
tained at a fixed rate of exchange against 
sterling. 

The countries involved in these 
arrangements were mainly those which 
constituted the British Empire, with the 
exception of Canada which, largely for 
geographical reasons, became more 
closely linked with the USA and ihc 
dollar. But a number of countries 
outside the empire also participated in 
the arrangements to a greater or lesser 
extent, particularly by borrowing on 
the London capital market and by 
holding part of their reserves in sterl¬ 
ing. With all major currencies converti¬ 
ble into one another and into gold, and 
the stability of sterling unquestioned, 
sterling was widely held, both as a trad¬ 
ing and a reserve currency. It supple¬ 
mented gold as an international reserve 
medium. 


sterling will remain an important trad¬ 
ing currency. 

The position of the sterling area, and 
the role of sterling in international 
monetary arrangements arc likely to 
change considerably in the near future 
in the natural course of evolution and 
also, and more particularly, as a con¬ 
sequence of Britain's expected entry into 
the European Economic Community. 
Looking even further ahead, fundamen¬ 
tal changes in the staius of reserve 
currencies are possible. In any event, 
in recent years it has become clear that 
the sterling area neither works as it used 
to nor in the straightforward way sug¬ 
gested by the more simplied descriptions 
of it. 

The origins of the sterling area go 
back a century and more; its develop¬ 
ment ran* parallel with the history of 
British imperial commercial and politi¬ 
cal relationships, into which it fitted 
so naturally that few people were aware 
of sterling's significance until the ending 
of the'gold standard revealed it. Dur¬ 


held corresponding assets denominated 
in sterling. Both boards and central 
banks would buy and sell their local 
currency against sterling, without rest¬ 
riction, at fixed rates. There was no 
need to hold reserves in other forms, as 
sterling was freely convertible into gold 
or foreign currency. 

Similarly, all other parts of their 
financial systems were closely linked to 
Britain and to sterling. The banks 
were mainly British undertakings with 
head offices in London, or indigenous 
banks with an office in London. They 
took deposits locally, and lent part of 
their resources locally, but the bulk of 
their other assets were held in sterling 
in London where they were deployed 
in the large and efficient money and 
capital markets which were not availa¬ 
ble elsewhere. 

Again, the overseas sterling area 
countries looked to Britain to provide 
capital for financing local developments. 
Private capital flowed largely through 
British companies operating overseas, 


II 

The Departure From Gold 

The international trading world 
awoke to the significance of these long¬ 
standing arrangements in 1931 when 
sterling ceased to be exchangeable for 
gold at a fixed parity, which had been 
the implicit basis of the arrangements 
up to then. Other major countries left 
the gold standard at about the same 
time. With exchange rates liable to 
fluctuate in the market more freely 
than before, most countries decided 
to stabilise their exchange rates in rela¬ 
tion cither i o the US dollar or the pound 
sterling. For the sterling area countries 
which were members of the British 
Empire, whether self-governing or not, 
there was virtually no choice; they 
linked their exchange rates to sterling. 
So, too, did several others, notably 
Eire, Egypt, Iraq, Portugal, Siam and 
the Baltic and Scandinavian states most 
of which had close political and econo¬ 
mic ties with the UK. This group of 
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countries, then, comprised the sterling 
area. 

The link between most of the sterling 
area countries was strengthened in 
1932, when Britain, which up to then 
had by and large pursued a policy of 
free trade, introduced a general protec¬ 
tive tariff. Arrangements were made 
under which almost all goods from 
Empire countries entered Britain free 
of duty, and the countries concerned 
extended reciprocal preference to Bri¬ 
tish goods, although by no means so 
completely. This was the system known 
as Imperial Preference, which still con¬ 
tinues under the name of Common¬ 
wealth Preference. Otherwise, member¬ 
ship of the sterling area implied no dis¬ 
criminatory treatment. In particular, 
until the war, no restrictions were 
placed upon either current or capital 
payments between the sterling area 
and the rest of the world, although 
some watch was kept over new capital 
issues on the London market. 

In 1939, however, the sterling area 
became legally recognised as the basis 
of the system of exchange control then 
introduced. A few of the non-British 
members left the area at this time. The 
essence of the arrangements was that 
both current and capital payments 
within the sterling area, which naturally 
continued to be made in sterling, re¬ 
mained free of restriction. Payments 
between the sterling area and any part 
of the rest of the world, however, be¬ 
came subject to exchange control per¬ 
mission, because in the circumstances 
such payments had to be made in gold 
or foreign currency, of which supplies 
and current earnings were limited. The 
introduction of exchange control in¬ 
volved the setting up of similar pro¬ 
cedures by all members of the 
sterling area. At this time, too, the 
arrangements became formalised 
whereby any foreign currency 
earnings by sterling area countries 
were sold for sterling in London, and 
all foreign currency resources were ga¬ 
thered into the Exchange Equilisation 
Account, run by the Bank of England; 
this became popularly known as the 
sterling area dollar pool. 

Ill 

Postwar Arrangements 

After the war — indeed before it 
ended — Britain and other countries 
sought to estaolisb an intrnational 
monetary system in which all currencies 
would be freely convertible into one 
another at least for current transactions. 


The basic purpose of the International 
Monetary fund launched in 1946 
was to achieve this under a system of 
fixed parities with exchange rates fluc¬ 
tuating within narrow margins either 
side of parity. 

Pressure on the UK to restore full 
convertibility — prematurely as it 
turned out—and aimed specifically at 
the sterling area arrangements came 
from the USA with the agreement 
reached in December 1945 to provide 
a large line of credit to the UK. Owing 
to the shortage of dollars at that time 
exchange control permission for the 
use of dollars evt n for current payments, 
was severely enforced. Britain under¬ 
took within one year horn the coming 
into force of the agreement, to make 
“sterling receipts from current transac¬ 
tions of all sterling area countries... 
freely available for current transactions 
in any currency area without discrimina¬ 
tion, with the result that any discrimi- 
lion arising from the so called sterling 
area dollar pool will be entirely re¬ 
moved and that each member of the 
sterling area will have its current sterl¬ 
ing and dollar receiots at its free dispo¬ 
sition for current transactions any¬ 
where”. When this undertaking was 
met in 19-47, heavy outflows of dollars 
began and convertibility had lo be sus¬ 
pended. 

anaemic position 

At that time Britain's current trade 
position was still anaemic from her war 
effort. In addition, mainly because of 
the way in which overseas military 
operations had been financed, Britain 
had emerge d from the war with external 
sterling liabilities several times greater 
than the size of the gold and dollar 
reserve, approaching £4,000 million as 
against under £1,000 million. A large 
pait of these balances, even those of 
sterling area countries, which held the 
bulk of them, was blocked by British 
exchange control. The US loan agree¬ 
ment provided for part of these balances 
to be released by instalments and 
for part by agreement with the 
holders, to be “adjusted”, by which 
was meant written down. Although un¬ 
blocking was gradually achieved no 
progress was made with the intention 
to write down. 

That — whatever the eventual 
objectives agreed at the Brcfton Woods 
conference in 1944 — exchange control 
would be likely to continue for a subs¬ 
tantial period was recognised in the 
Exchange Control Act of 1947, which 
provided, and still provides, the statu¬ 


tory authority for exchange cpntrdt 
The countries of the sterling area wetse 
listed in a schedule to the Act and $o 
became known a* the scheduled terri¬ 
tories”. 

Another aftermath of the war was th; 
devaluation of sterling in September, 
1949, from $4.03 to $2.80. Although 
many non-sterling countries also de¬ 
valued at that time in a widespread rea¬ 
lignment of parities, sterling area count¬ 
ries (except Pakistan and British Hon¬ 
duras) changed their gold parities by 
the same amount as the pound. Deva¬ 
luation thus demonstratedthe continued 
coherion of the sterling area, but it 
also suggested a fundamental weakness. 

dubious assumption 

The area had functioned on the impli¬ 
cit assumption that sterling was at least 
as strong as any other currency, and sq 
was at least as satisfactory as any alter¬ 
native asset to hold as a reserve. 
Devaluation showed this assump* 
tion to be false, at least in the 
circumstances of those early post¬ 
war years. Some of the sterling area 
countries were substantial earners of 
dollars, e.g. Malaya from sales of 
rubber and tin. Had such countries 
continued to hold these earnings them¬ 
selves instead of converting them into 
sterling, they would not have incurred 
loss through the devaluation. For the 
system to survive, it was necessary to 
demonstrate once again the fundamen¬ 
tal strength of sterling. 

For some years after devaluation, 
it seemed that confluence was being 
restored. Despite occasional strains 
and crises, the UK belance of payments 
was becoming stronger, and Britain 
had assumed her traditional role as a 
substantial provider of canitil, parti¬ 
cularly to overseas sterling area comn- 
tries. Indeed, indue course she became 
once again a net creditor country, but 
the increase in external assets was ona 
longer-term basis; no inroads were 
made upon the wide discrepancy bet¬ 
ween short-term liabilities and assets, 
and the chronic illiquidity of Britain, 
in her role as “banker” *o the sterling 
area, persis*td. 

The sterling area remained the basis 
of UK exchange control. As applied 
to steiling holdings of countries out- 
sioe the area, it went through various 
changes until a major simplification 
was made'in December, 1958. Current 
sterling was then divided in to two cate¬ 
gories only, “resioem” sterling held by 
resioents of any sterling area country. 
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and ''externar sterling, held by resi¬ 
dents of aity other country. External 
sterlingwas;.fully convertible for cur¬ 
rent purposes, i.e. it could be used for 
payment to any other other external 
sterling account or to a resident sterl¬ 
ing account. Resident sterling was free¬ 
ly transferable to other residents sterl¬ 
ing accounts, but exchange control 

E emission was needed before it could 
s moved to an external account or 
used to buy non-sterling area curren¬ 
cies. This was usually given for ap¬ 
proved trade transact ons, but : moort 
licensing controls were nominally re¬ 
tained until subtantially abolished in 
November, 1959. 

IV 

Loosening of the Bonds 

The granting of convertibility to 
external sterling was the most note¬ 
worthy overt event aiTcctingthe position 
of the sterling area between the eva¬ 
luations of 1949 and 1967. There were, 
however, other developments during 
this period, the full significance of 
which was often not appreciated at the 
time, which gradually weakened most 
of the numerous real — as distinct 
from legal — links of the area. 


and 1971 sterling fell as a proportion 
of total world reserves of gold and 
convertible curencies from 23.6 per 
cent to 7.4 per cent, whereas US 
dollars rose from 6.0 to 37.3 per cent. 

Table l 

Changes In Reserves of Overseas Sterl¬ 
ing Countries 

£m. 


Non- 

Sterling sterling 
assets assets* Total 


1962 

+ 64 

+ 131 

+ 195 

1963 

+ 131 

1 97 

■! 228 

1964 

—37 

t- 77 

+40 

1965 

—67 

i 58 

—9 

1966 

: 53 

f 343 

•! 396 

1.967 

—108 

+264 

+ 156 

1968 

! 98 

-1 687 

1 785 

1969 

: 360 

+ 230 

4 590 

1970 

+235 

+591 

+ 826 

1970 first half 

+ 367 

•1 506 

+ 873 

1971 first half 

+459 

+ 590 

+ 1,049 


*Gold, non-sterling currencies and 
SDRs 


This relative switch out of sterling 
both reflected, and was made possible 
by, the increasing diversification of 


trade between the various countries 
of the sterling area. Intra-sterling area 
trade continued to grow, but nas dec¬ 
lined as a orcpoition of total trade 
from around one half inthe early fifties 
to under one third by 1970. For trade 
between Britain and the rest of the area 
the fall has been somewhat similar. 

Note some specific influences on 
steling area trade natter ns: The Com¬ 
monwealth preference system has re¬ 
mained in opjtation, but has become 
less important. The preferences, many 
of which were specific rather than 
ad valorem, have been reduced both 
by inflation, and by the general lower¬ 
ing of duties through GATT and 
UNCTAD. Biitain has also extended 
preferential arrangements to other 
members of the European Free 
Trade Association. All these develop¬ 
ments have whittlet the value to other 
Commonwealth countries ol the pre¬ 
ferences extend:a to them in the UK 
market. 'When the UK enters the EEC 
the deferences themselves will be with¬ 
drawn over a period. 

More important, perhaps, espec tally 
from the mid-1950s, in resoect of 
diversification of reserves was the 
mounting evidence that sterling was 
becoming overvalued at the 1^49 pari- 


At various postwar dates, South 
Africa left the Commonwealth (though 
remaining in the sterling area), Egypt 
ana Iraq left the sterling area, and 
Burma left both. Most of th* dvoendent 
Commonwealth territories achieved 
political independence. A common 
and parallel development was the sett¬ 
ing up of indigenous central banks in 
place of the old currency boaids which 
had been substantially under British 
control. In any case, the functions of 
the new banks went much wider, and 
aocisions had to be taken about the 
form in which reserves should be held. 
The longer-established central banks, 
too, similarly reconsidered their 
[policies. The net outcome was a con- 
l sidecablo diversification of the reserves 
ol overseas sterling area countries, 


Table II 

Sterling Area Trade 



Total 
exports of 
sterling 
area 

countries 

£m. 

Intra- 
stcrling 
area 
exports 
as?/ 
of total 

Total 

imports of 
sterling 
area 

countries 

£ni. 

Intra¬ 
sterling 
area 
imports 
as % 
of total 

1950 

5,349 

48.9 

5,59: 

48,2 

1955 

6,664 

51.3 

8,119 

47.1 

1960 

7,965 

43.6 

10,062 

38.7 

1965 

10,729 

38.6 

13,155 

34 7 

1970 

18,464 

30.6 

20,565 

30.2 


United Kingdom Trade 


generally because additions were in the 


Form of non-sterling rather than sterl¬ 
ing assets. Over the nine years to 1970 
their combined stcr'ing assets rose on 
balance by £792 million. Tabic I gives 
the year-by-year movements. 


Total 

exports 

£m. 

Exports to 
sterling 
area 
as?/ 
of total 

Total 

imports 

£m. 

Imports 
from 
sterling 
area as % 
of total 

Although the amount of sterling held 

1950 

2,243 

2,993 

46.1 

2,598 

37.8 

in official reserves has not changed 
greatly since 1950, that of dollars has 

1955 

47.6 

3,861 

40.1 

1960 

3,789 

38.3 

4,655 

33.8 

risen sharply because of the successive 

1965. 

4,901 

34.1 

5,751 

31.3 

and largo deficits on the US balance of 
payments. As a result, between 1948 

1970 

8,063 

27.5 

9,051 

27.2 
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ty, and a series necessitated inter* 
national assistance while remedial 
measures took effect. When the UK 
balance of payments went into deficit 
again in 1964, however, this time there 
Was no swift response to the action 
taken. In 1966 a new form of interna* 
tional aid was agreed, the so-called 
“Basle arrangements”. Assistance un¬ 
der these was intended to orovide re¬ 
sources to meet drains on Britain’s 
reserves from any running-down of 
official sterling balances, but not those 
due to the balance of payments itself. 
A facility of $1,000 million was arran¬ 
ged and made available to Britain by 
a number of central banks and by the 
Bank for International Settlements. 
Originally for only a short period, it 
was renewed in March, 1967 and 1968. 

Not all the developments of this 


period were determined by pres¬ 
sures on Stirling. Any remaining dis¬ 
crimination in respect of current 
sterling was virtually eliminated 
by administrative action. Exchange 
control permission continued to be 
required for resident sterling to be 
transferred to an external account, to 
buy non-sterling currencies. However, 
the granting of such p.Tmission—in 
practice delegated to banks — became 
almost automatic in the UK, so that 
sterling held by residents could be freely 
used to import any goods from any¬ 
where in the world, or for any other 
bona Jiue current transaction, with the 
exemption of tourist expenditure, on 
which no restrictions were applied in 
the sterling area, but limits were im¬ 
posed for other countries. The allow¬ 
ance has varied from time to time, 
being reduced to £50 per head per 


annum between November, 1966, and, 
January, 1970, since when ithas been 
large enough tto involve virtual^ nb 
effective discrimination. Thus current 
account discrimination was largely' 
eliminated. ... , 

Sources and acknowledgments: This 
is the first of two articles summarising 
a nine-page report in the latest issue of 
the Midland Bank Review (Poultry, 
London E.C. 2P: 2BX), but the bank 
is responsible neither for the emphasis 
of my summary, nor for my intersper¬ 
sed comments, based on e variety of 
sources. 

Next week’s concluding article 
will survey tht differing treatment 
of capital movements, the working 
of the sterling area today, the impli¬ 
cations of the UK’s entry into the 
EEC and sterling’s future, role. 


Between Prague & Moscow Michal Kutum 


The economies of the socialist countries 
develop on the basis of plans which 
determine the perspective as well as 
the yearly main trends of development. 
The past and present development of the 
economic plans shows that this princi¬ 
ple is objectively valid — as an axiom. 

True, some “theoreticiens” consider 
any broader plans than inner-enter¬ 
prise relations an “instrument of bureau¬ 
cracy”, but the economic results 
achieved in the socialist countries prove 
them to be wrong, or that they want 
to be wrong. 

An example of this is Czechoslovakia, 
whose economy, and in this connection 
also other spheres of activity and life 
of her inhabitants, is developing uni¬ 
formly and at a comparatively high 
speed. During the last twenty-five 
years, industrial production rose 7.2 
times (in Slovakia 22 times,) agricultural 
production rose by 26 per cent—which 
u about the same level achieved in 
France — the national income rose 3.7 
times, personal consumption 2.5 
times, real wages more than doubled and 
so on. 

Although the initial state was diffe¬ 
rent in the other socialist countries, 
their economies developed at about 
the same pace, which was largely aided 
by mutual economic co-operation. The 
complex character of the Soviet eco¬ 
nomy holds a major position in this 
co-operation and mutual assistance. 


Czechoslovakia’s national-economic plans are 
analysed here in terms of the high degree 
of linkage and co-operation which exists bet¬ 
ween Czechoslovakia and the Soviet Union 
within the respective five-year plans and the 
principles determined for the economic develop¬ 
ment of countries of the Council for Mutual 
Economic Assistance. Czechoslovakia will be 
celebrating its National Day on May 9. 


which gives wide scope for socialist 
production relations. 

For instance, it is impossible to over¬ 
look the fact that the Soviet Union 
supplies up to 65 per cent of the raw 
materials required for production and 
life in the socialist countries. In many 
instances this concerns irreplaceable 
raw materials, such as iron ore, non- 
ferrous metals, crude oil, natural gas, 
cotton, grain and so on. A more de¬ 
tailed analysis shows that development 
of these economic relations was de- 
dependent upon the expansion and in¬ 
tensification of the economies Of the 
member states of the Council for Mu¬ 
tual Economic Assistance (Comecon.) 

Czechoslovakia, is known to be one 
of the industrially advanced countries 
—with a strong processing and mainly 
engineering industry. On the other 
hand, her raw material base provides 
minimum possibilities of development. 

It is therefore only logical that a 


country of this character will find of 
greater advantage such economic co¬ 
operation which enables it to export the 
products of its advanced processing 
industry and to purchase the required 
raw materials in exchange. This is why 
economic co-operation between Czecho¬ 
slovakia and the Soviet Union has been 
expanding year after year. 

The Soviet Union accounts for al¬ 
most one-third (32.4 per cent) of 
Czechoslovakia’s foreign trade turn¬ 
over, while the exchange of goods bet¬ 
ween the two countries almost doubled 
during the last ten years. 

In certain raw materials imported by 
Czechoslovakia in 1970, the Soviet 
Union accounted for 85 per cent 
(10,840,000 tons) of iron ore, 96 per 
cent (9,400,000 tons) of crude oil, 66 
per cent of mangenese ore, 91 per cent 
(150,000 cubic metres) of timber,,. 64 
per cent (73,000 tons) of cotton, 100. 
per cent (one million tons) of grain — 
together with - the other Comecon 
countries, 50 per Cfent (121,000 tons) 
of meat and so on. 

Czechoslovakia is a country in which 
engineering is the most advanced branch 
of industry, accounting for 23.8 per 
cent of total industrial production and 
53 per cent of all exports. It is there¬ 
fore of extraordinary importance for 
the structure of Czechoslovakia’s eco¬ 
nomy that 60 per cent of Czechoslovak 
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exports fcithcSovlet Union are made 
up of machines and equipment. The 
rest comprises 16 per cent of various 
materials and raw materials and about 
onodifth ^products of the consumer 
goods industry. 

The Soviet Union is Czechoslovakia’s 
most important customer for electrical 
locomotives, trolleybuses, trams, river 
craft and ships, equipment for rolling 
mills and the chemical industry, 
as well as consumer goods such as the 
world famous Czechoslovak footwear, 
clothing, textiles, furniture, leather 
accessories and artificial jewellery. 

- Many large Soviet metallurgical and 
engineering plants — e.g. in Cherepov, 
Orsk-Khalim, Novolibetsk, Zlatousk 
and so on — are completely equipped 
with machines made inCzechoslovoxia. 

beneficial co-operation 

This economic co-operation, which 
has proved its worth during the years 
of its development, is economically 
beneficial to both countries. It is one 
of the most important principles upon 
which co-operation between the 
Comecon member countries is based. 

This is also why their economic ad¬ 
vance could achieve a level which pro¬ 
vides possibilities for higher forms of 
economic co-operation. Part of this 
is specialisation which enables the pro¬ 
duction of larger series and provides 
scope for even broader co-operation. 
The aim is to jointly develop industrial 
branches which are beneficial to all 
concerned, to build common enterprises 
and to gradually integrate the econo¬ 
mies of these countries. 

True, the term economic integration 
is nothing new. Integration processes 
are objectively called for by the de¬ 
velopment of the production forces 
within the stage of scientific-technical 
revolution. However in the world 
division of labour, the conception of 
socialist integration is something quite 
new, which has within itself a feature 
of proletarian internationalism, that 
means not only economic co-operation 
as such but also mutual assistance. So¬ 
cialist economic integration is not tak¬ 
ing place at the cost of the working 
people, it is a planned' process which 
makes way for the development of the 
production forces and thus of socialism 
as a whole. 

The "complex programme" for 
the further intensification and improv¬ 
ing of co-operation and _ develop¬ 
ment of socialist economic integration 


among the COMECON member 
countries", approved by the 25th 
session of the Council for Mutual Eco¬ 
nomic Assistance at the end of July 
this year, is not intended to deepen 
existing differences in the stage of de¬ 
velopment in various socialist countries, 
but to bring about an' economic equal¬ 
isation and a rapprochement of the 
socialist economies and nations. 

The complex programme, accepted 
for a period of 15 to 20 years, is in it¬ 
self a co-ordinated plan for the near 
distant future in these countries. 

Whereas, in the past, there was 
economic co-operation between the 
Comecon member-countries only on 
the basis of agreements concluded most¬ 
ly for a period of five years and supple¬ 
mented by annual contracts, and con¬ 
cerning mainly the exchange of goods, 
the co-ordination of plans within the 
complex programme is intended to 
jointly develop all spheres of the eco¬ 
nomy. 

This comprises branches and kinds 
of industrial production which tend to 
form the basis of common develop¬ 
ment: raw materials, power engineer¬ 
ing, ferrous and non-ferrous metallurgy, 
petrochemicals and production lines 
connected with them, the systems of 
machines and instruments which de¬ 
termine the development of scientific- 
technical revolution, e.g. electronic, 
systems of automation, control and 
measuring instruments. They provide 
the indices for the dynamics of econo¬ 
mic growth, the trends in world trade, 
the trend of prices on the world market, 
preparation and raising the qualifica¬ 
tion of personnel and so on. 

support to technology 

This form of integrated co-operation, 
which takes place on the basis of mutual 
consultations, is in no way intended 
to infringe the independence of plann¬ 
ing activity of national bodies, but, on 
the contrary, will support it. However 
it is certainly intended to give support 
to the most progressive production 
methods and technologies and thus to 
ensure the competitiveness of the whole 
socialist economic system on the world 
markets. 

This all comprises a complex of mea¬ 
sures amounting to a qualitative re¬ 
volution in the economic processes of 
the socialist states. It took two years 
to prepare this very intensive work. 
Around 300 experts and specialists from 
the Czechoslovak Socialist Republic— 
which is supremely interested in the 
development of economic integration 


within the Council for Mutual Econo¬ 
mic Assistance (Comecon) in view of 
her standard and economic position 
in the world — took part in elaborat¬ 
ing the Complex Programme in the 
controlling body and the Comecon 
commissions. The first stage of coordi¬ 
nating the plans of economic develop¬ 
ment of bilateral and multilateral bases 
took place at the same time. 

In the co-ordination of plans between 
Czechoslovakia and the other member 
countries of the Council for Mutual 
Economic Assistance (Comecon) prio¬ 
rity is given to economic co-operation 
with the Soviet Union, which the 14th 
Congress of the Communist Party of 
Czechoslovakia, in May 1971, desig¬ 
nated as one of the main factors for the 
development of Czechoslovakia’s eco¬ 
nomy. 

increased turnover 

The turnover of Czechoslovak foreign 
trade with the Soviet Union is to in¬ 
crease by 40 per cent in the next five 
.years. This increment is to guarantee 
the expansion of a number of process¬ 
ing branches, which is documented 
by the following data: (during the five- 
year Plan period ending 1975,) Czecho¬ 
slovak deliveries to the Soviet Union 
will include 4,500 machine tools of 
various types and parameters, 75 gas 
turbines, rolling mill equipment weigh¬ 
ing 110,000 tons, 38 complete breweries, 
telephone exchanges for 905,000 line 
connections, 1,125 diesel locomotives, 
2,700 trams, 60 river craft and so on. 

Consumer goods will also hold an 
important place in Czechoslovakia’s 
exports to the Soviet Union: 35 million 
pairs of shoes per year in 1975, furni¬ 
ture to the value of 128 million rubles, 
tricot for 56 million rubles, ready¬ 
made clothing for 165 million rubles, 
glass-ware for 26 million rubles, artifi¬ 
cial jewellery for 25 million rubles and 
so on. 

Czechoslovak imports from the 
Soviet Union will be concentrated main¬ 
ly in raw materials : the amount of 
imported crude oil and natural gas 
will especially be raised. Other import 
commodities include machine tools, 
cutter loaders for mines, excavators, 
bulldozers, tractors, harvesters, diesel 
locomotives, planes. Czechoslovak 
motorists are particularly looking for¬ 
ward to Soviet cars of which 215,000 
are to be imported. 

Integration progresses in all spheres 
of production and between various 
enterprises. Let us give a few examples! 

The Vitkovice steelworks is to deliver 
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a 3.6 four-high rolling mill train to the 
value of 2,100 million Czechoslovak 
crowns for the Azovstal metallurgical 
plant in Zhdanov (USSR) by 1973. The 
order, which is unparalleled in the 
history of this metallurgical-engineer¬ 
ing complex, is called the “order of the 
century”. Enterprises from the German 
Democratic Republic, Poland and Hun¬ 
gary are participating in the production 
of this equipment. 

The underground railway in Prague 
is one of the large construction works 
of Czechoslovakia's five-year Plan. 
The Soviet trade partner is taking part 
in its construction not only by passing 
on its own wealth of experience, and 
with its experts, but also with [equip¬ 
ment supplied. Around 10,000 million 
Czechoslovak crowns are to be spent 
on this capital construction, the like 
of which cannot be found in the re¬ 
public. Co-operation in the building 
of Prague's underground will not only 
cut down costs but will also speed up 
construction work; the first line, 7.1 
kilometres long, will be put into service 
by July 1973. 

nuclear power 

Another basis for integrated produc¬ 
tion .will gradually emerge in nuclear 
power engineering. By the end of 1980 
ten nuclear-power plants, of the Voro¬ 
nezh type, will be erected in the Cze¬ 
choslovak Socialist Republic. The So¬ 
viet Union will supply the core circuit 
for the first two of them, while Czecho¬ 
slovak enterprises will supply the 
pumps, turbines and condensers for the 
secondary circuit. 

The production of computers, which 
Czechoslovakia has been helping to 
develop, for many years, is also going 
beyond the possibilities of a single 
country. Division of production 
programmes and joint research 
between both countries is being pre¬ 
pared in the sphere of electrical en¬ 
gineering, electronics, in the production 
of numerically controlled machines, 
textile machinery, petrochemistry, the 
production of cellulose and in metal¬ 
lurgy. 

In many capital constructions which 
require extensive investment costs 
Czechoslovakia has been participating 
with credits, and will continue to do so. 
During the present five-year Plan period 
these are repaid by raw materials or 
finished products. 

These investment credits enable 
Czechoslovakia to import from the 
Soviet Union part of her supplies of 
crude oil, natural gas, iron ore, alumi¬ 
nium, copper, zinc, lead and so on. 
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In 1971* these supplies will account for 
one thirtl of the total deliveries of raw 
materials from the Soviet Union. 

During the fifth five-year Plan, 
Czechoslovakia takes part in the const¬ 
ruction of the transit gas pipeline, 
which is to carry natural gas from the 
Soviet Union across Czechoslovak terri¬ 
tory to Austria, Italy, the German De¬ 


mocratic Republic and the Federal Re¬ 
public of Germany. 

fir 

Economic integration will also be 
promoted by the International Invest* 
meats Bank of the Comecon member* 
countries, which has large funds at its 
disposal for developing progressive in* 
dust rial branches and for the construe* 
tion of joint enterprises. 
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I woiidflr how many 

of us have noticed how peaceful 
pur country is these days. Firm 
administration in West Bengal has 
contributed not a little to the mak¬ 
ing of this healthy situation, but the 
main reason, of course, is that the 
Left extremists have managed to alie¬ 
nate the sympathy of the man-in- 
the-street by their suicidal tactics of 
gangsterism, in Andhra, too, another 
red trouble fspot, the politics 
of violence seems to have gone into 
cold storage. In Bombay, where the 
Shiv Sena has had its ego repeatedly 
knocked about, political goondaism is 
now at a considerable discount. In 
Tamil Nadu, the DMK’s attempt to 
muscle in on the trade union movement 
had recently been creating ugly situa¬ 
tions. but Mr Karunanidhi seems to 
have learnt a few lessons in time. In 
Madhya Pradesh, dacoit gangs have 
been surrendering arms and promising 
to turn over a new leaf. In view of all 
these, the idolaters around Mrs Gandhi 
may well be tempted to hail her as the 
greatest Home Minister India has ever 
had. 

Whether Mrs Gandhi deserves this 
particular tribute or not, her reply 
to the debate in the Lok Sabha on the 
Home Ministry’s Demands for Grants 
was certainly noteworthy for some of 
its pronouncements. She expressed a 
personal preference for the abolition 
of capital punishment and while it is 
true that she may not have received 
enough help in this matter from state 
governments or even the Law Commis¬ 
sion, she nevertheless has sufficient 
authority in state capitals as 
well as over public opinion to be able 
to initiate effective steps for the early 
passage of necessary legislation. Al¬ 
though she has based her arguments in 
favour of the abolition of the death 
penalty mainly on the grounds that 
(a) the deterrent effect attributed to 
capital punishment has not been firmly 
established, while (b) there have been 
cases of miscarriage of justice resulting 
in innocent men being convicted and 
made to suffer the extreme penalty, the 
most valid argument against men being 


put to death through judicial processes 
is that this practice dilutes the quality 
of civilisation to which the community 
concerned may lay claim. In other 
words, even if it could be shown that 
the death penalty is effective in keeping 
down the murder rate or that the judi¬ 
cial machinery for the trial and convic¬ 
tion of accused persons could be per¬ 
fected so as to eliminate all risks of 
the innocent being punished, it would 
still be barbarous for any society to 
resort to the savage ritual of executions 
carried out in its collective name and on 
its collective behalf. 

The Prime Minister 

said that the government intended 
to enact a law requiring political 
defectors to resign their seals in 
legislatures and seek re-election. That 
a politician who has been characte¬ 
rised in some quarters as the Grand 
Defector should now be thinking 
in these terms is no doubt amusing, 
but the country would surely be willing 
to forget the notorious episode of the 
‘conscience vote’ since a certain degree 
of disciplinary functioning by political 
parties has now been seen to be a basic 
requirement of political stability or 
orderly administration in the country 
and the people are therefore inclined 
to be grateful to whoever it may be who 
is now proposing to penalise defec¬ 
tion. without caring to scrutinise 
this person’s own record or motives too 
closely. At the some time as a corol¬ 
lary to this decision of the government 
to bring forward a law discouraging de¬ 
fectors in legislatures, the ruling party 
is morally bound to bind itself forthwith 
by a self-denying rule against admitting 
into its ranks floor-crossers from other 
parties between now and the passing 
of the proposed law. 

The Chief Minister 

of Tamil Nadu, who was in the capi¬ 
tal a few days ago and had a meeting 
with the Prime Minister, is evident¬ 
ly very keen on persuading her 
of the virtue of coexistence bet¬ 
ween her party and his in the political 
life in that southern state. This is not 
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bec&use Mr Karunanidhi believes that 
the Indira Gandhi congress constitutes 
a serious threat to the DMK govern¬ 
ment. On the contrary, he is aware of 
the fact that, in comparison to himself, 
Mr C. Subramaniam is a very poor 
strategist and an even poorer tactician. 
More important still, he also knows 
only too well that, although Mrs 
Gandhi is as popular with the people 
of Tamil Nadu as she is with people in 
other parts of the country, her popula¬ 
rity has not been able to encroach on 
the grass-root support which he per¬ 
sonally and the DMK as a party do 
command in the state. If, nevertheless, 
he is anxious to avoid a confrontation, 
it is largely because the Indira Gandhi 
congress has a certain nuisance value 
as an opposition party, especially as 
the DMK’s demagogy, combined with 
the widespiead suspicion that its lea¬ 
ders are not only corrupt, but are 
avariciously so. has led to the party and 
its government being regarded with 
growing contempt among various sec¬ 
tions of the people who, although in a 
numerical minority even in the aggre¬ 
gate, are nevertheless qualitatively and, 
perhaps, strategical!} important in the 
public life of the state. Mr Karunanidhi 
certainly can carry on without the poli¬ 
tical support of these people, but it 
would be so much nicer for him if 
lie could rule without a nagging feeling 
that his administration is not being 
respected in these quarters. 


I greatly enjoyed 

reading the following Letter to the 
Editor which appeared in the Delhi 
edition of the Sunday Statesman dated 
April 23: 

“Sir, -The evening flight from Cal¬ 
cutta to Delhi was so delayed that 1 
knew l would reach my destination 
after midnight. To avoid annoyance to 
iny Delhi host, the PRO at Dum Dum 
obliged by sending a telex message: 
‘Flight delayed. Please leave the front¬ 
door key in the top drawer of the hat- 
stand/ 


‘‘A few da\s later. I was flying to 
Delhi again and the flight was once 
again late. Unfortunately, no message 
could be sent to Delhi as the telex ma¬ 
chine at Dum Dum was out of com¬ 
mission. However, when l landed at 
Delhi airport after midnight, the an¬ 
nouncer had a message for me: ‘The 
front-door key is in the top drawer of 
the hat-stand/ Since then, this is a 
standing arrangement between me 
and my host at Delhi whenever 
T fly Indian 
Airlines—Yours, 
etc. K.C.K., 

Calcutta/' 
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Cotton Prices 

The union government 
has fixed prices for certain 
varieties of cotton and has 
asked the Cotton Corpora¬ 
tion of India to make bulk 
purchase of those varieties. 
The centres of purchase, 
varieties and prices per 
quintal arc: Punjab, Bhatin- 
da: 320F Rs 195; Abohar: 
320F Malout, Kotapura and 
Kuktfar Rs 200, Fazika 
320F Rs 210. Madhya Pra¬ 
desh: A-51/9 certified cotton 
Rs 220 and uncertified 
cotton Rs 210. Gujarat: 
Kalyan Rs 180, Wagad 
equivalent to Rs 1,300 per 
candy for cotton lint, V-797 
Rs 190. Co2 (Cambodia C) 
Rs 235 and Cambodia B 
Rs 260, Digvijay Rs 240- 
245, Gujarat 67 Rs 305, 
Hybrid-4 Rs 320. 

New Sugar Policy 

The union cabinet has 
set up a sub-committee to 
formulate a new sugar po¬ 
licy for the 1971-72 season. 
Besides considering anew 
the ratio between ■‘levy” and 
“free” sugar, the sub-com¬ 
mittee will try to deter¬ 
mine the cost of production 
of sugar. In view of the 
high prices of sugar in the 
open market and the widen¬ 
ing gap between demand 
and supply of this essential 
consumer item, it was Iclt 
that the percentage of 
“levy” to "free" sugar 
should be raised from 60 
to 70. 

Industries in U. P. 

Mr K.N. Modi, President, 
Western Uttar Pradesh 
Chamber of Commerce & 
Industries felicitated Mr 
B.B. Lai, Secretary, Ministry 
of Development and Inter¬ 
nal Trade at Meerut on 
April 22. Mr Modi referred 
to the backwardness of 
Uttar Pradesh despite the 
policy of the government, 
both at the centre and in the 
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state, to accelerate its in¬ 
dustrialisation. In his re¬ 
view of the problems facing 
industries in Uttar Pradesh 
in particular and the country 
in general, Mr Modi urged 
administrators to give clear- 
cut direction to the socio¬ 
economic policy of the go¬ 
vernment designed to pro¬ 
mote growth with social 
justice. He made a pointed 
reference to the reduction in 
savings in the economy, 
which, in his view, was due 
to confiscatory rates of 
taxation. Till the time sav¬ 
ings picked up, Mr Modi 
urged that financial institu¬ 
tions should be more liberal 
and should accept 3: debt 
equity ratio as against 2:1 
allowed as at present. Mr 
Lai's diganosis of the ills ot 
UP was the absence of initia¬ 
tive among industrialists and 
businessmen. The state go¬ 
vernment also was partly 
responsible for slow growth 
of this most populous state 
in the country, said Mr Lai. 

Trade with Bangla¬ 
desh 

In a public notice issued 
on April 20, the government 
of India has laid down the 
rules and regulations re¬ 
garding trade with Bangla¬ 
desh. Most of the trade 
between the two countries 
will be handled by state 
agencies; only a few items 
have been left out for the 
private sector. In the list of 
India’s exports to Bangla¬ 
desh, stone boulders, hard 
wood, soft wood, barytes, 
lime and lime-stone, dolo¬ 
mite, gypsum, unslaked 
lime, books, periodicals, 
gramophone records, ayur¬ 
vedic and unani medicines, 
infant milk food, and machi¬ 
nery and spare parts have 
been reserved for eligible 
exporters. The exports of 
cement and unmanufactured 
tobacco will be handled by 
the State Trading Corpora¬ 
tion, asphalt by the Indian 
Oil Corporation, coal by 


the Minerals and Metals 
Trading Corporation and 
cotton textiles by the Cotton 
Textile Export Promotion 
Council. Similarly, the bulk 
of the imports from Bangla¬ 
desh will be handled by the 
state agencies; only ayur¬ 
vedic and uanani medicines, 
books, periodicals, gramo¬ 
phone records and semul 
cotton will be imported by 
eligible importers. 

Ceiling on Urban 
Property 

A bill ^providing for a 
three-tier scheme of ceiling 
on urban property was re¬ 
cently adopted by the 
Madhya Pradesh assembly. 
The measure [The Madhya 
Pradesh Urban Property 
(Ceiling) Bill] fixed ceiling 
on urben property for the 
three slabs at Rs 3 lakhs, 
Rs 4 lakhs and Rs 5 lakhs. 
The ceiling would be en¬ 
forced in towns having a 
population of 10,000 and 
above. The draft Bill con¬ 
tained only two slabs 
of ceiling — Rs 4 lakhs 
and Rs 5 lakhs — but 
an official amendment pro¬ 
vided for yet another cate¬ 
gory ceiling, Rs 3 lakhs, 
which was accepted by the 
House. The amended Bill 
stipulated that a family 
comprising a single person 
would not be permitted to 
possess property worth 
more than Rs 3 lakhs. A 
family of up to five members 
could, however, be allowed 
to have property worth Rs 
4 lakhs. A family of more 
than five members will be 
able to acquire property of 
up to Rs 5 lakhs. Each 
member of a family of more 
than five members can 
possess property worth Rs 
25,000 but the value of 
total property should not 
exceed Rs 5 lakhs. The 
government has been given 
two years’ time to take 
over the excess property. 
Any “gift, sale or transfer” 
during the period will not 


be permitted. The bill also 
provided for ^ member of 
exemptions. Public sector 
undertakings, and public, 
religious 1 and charitable 
trusts will not be covered 
by the measure. All private 
and public companies re¬ 
gistered under MP Socie¬ 
ties Act and the Co-opera¬ 
tive Societies Act have been 
granted exemptions. Simi¬ 
lar exemptions have been 
granted to traders and in¬ 
dustrialists who use the 
property for “trade, in¬ 
dustry and commercial pur¬ 
poses”. Educational insti¬ 
tutions, libraries, non-pro¬ 
fit making clubs and hous¬ 
ing schemes for weaker sec¬ 
tions of society have also 
been exempted. 

Petroleum Product* 

Last year a high-level 
committee was set up under 
the .chairmanship of Mr 
N.N. Kashyap (Chairman, 
Indian Oil Co.) for suggest¬ 
ing measures to curb the 
consumption of petroleum 
products in this country 
as the continuously rising 
prices of crude oil had 
increased the burden of 
foreign exchange expen¬ 
diture. The committee 
submitted its unanimous 
report within three weeks. 
Most of its recommenda¬ 
tions were carefully exa¬ 
mined by the government 
and some of them have al¬ 
ready been implemented. 

Regarding the suggestion 
of the committee that the 
production of liquefied pet¬ 
roleum gas (LPG) should be 
maximised, the government 
has requested Engineers 
India Limited (EIL) to ap¬ 
point experts for conduct¬ 
ing techno-economic feasi¬ 
bility studies for producing 
LPG where it is not being 
produced and for maximis¬ 
ing its production where it 
is already being produced. 
The government has appoin¬ 
ted an expert group to 
assist ElL’s experts and to 
generally co-ordinate action 
in this regard. The IOC is 
also making a complete re¬ 
view of the existing raarket- 
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ing and distribution facili¬ 
ties for LPG to identify the 
bottlenecks, if any. 

The committee had re¬ 
commended that there 
should be a sharp increase 
in the price of motor gaso¬ 
lene to curb its consump¬ 
tion which suggestion has 
already been accepted and 
implemented by the govern' 
ment. The committee had 
also suggested that the 
techno-economic feasibility 
of producing 83 ON motor 
gasolene instead of 79 ON 
motor gasolene should be 
examined. The committee 
was of the view that this 
might result in a reduction 
of five per cent in the con¬ 
sumption of motor gasolene. 
The government has accep¬ 
ted this suggestion and the 
techno-economic feasibility 
study has already been com¬ 
pleted. The government is 
making efforts to bring 
about a change-over in the 
octane rating as early as 
possible. 

In order to prevent the 
misuse of solvents, the 
committee had suggested 
that the ceiling selling 
prices of motor gasolene 
and solvents should be 
equated. The government 
has accepted as well as im¬ 
plemented this recommenda¬ 
tion. In regard to kerosene, 
the committee had recom¬ 
mended that intensive stu¬ 
dies should be made to 
determine how best its mis¬ 
use as automotive fuel could 
be prevented. This question 
is currently being conside¬ 
red by the government in 
all its aspects. Also, the 
NCAER and the IIP have 
been asked to undertake 
studies to determine the ex¬ 
tent of kerosene consump¬ 
tion in rural areas for light¬ 
ing purposes. 

In regard to the price of 
high speed diesel (HSD) 
oil, the government has 
noted the recommendation 
of the committee not to in¬ 
crease it, as it would accen¬ 
tuate inflationary trends. A 
study in depth of the rail¬ 
ways programme fordiescl- 


isation has 'been recom¬ 
mended; the Hanning Com¬ 
mission and .the railway 
board are at present study¬ 
ing it jointly. The Ministry 
of Shipping and Transport 
and the CSIR have been 
requested to undertake re¬ 
search for. improving the 
efficiency of the diesel en¬ 
gines which would reduce 
the consumption of HSD. 

The committee had re¬ 
commended that the produc¬ 
tion of larger capacity of 
road trucks should be pro¬ 
gressively increased. It 
had also suggested that the 
roads should be widened 
and strengthened to carry 
heavy duty road trucks and 
truck-trailor combinations. 
Ibis recommendation of the 
committee has been accep¬ 
ted by the government and 
the Ministry of Shipping 
and Transport is taking 
suitable action in this re¬ 
gard. 

The recommendation of 
the committee that the rural 
electrification programme 
should be intensified in those 
states where the demand for 
light diesel oil (LDO) for 
lift irrigation is very high, 
such as in Gujarat, has been 
accepted by the government. 
Regarding investigation of 
the problem if the present 
price of LDO gives any in¬ 
ducement for its use in lieu 
of electricity, the govern¬ 
ment has asked the Minis¬ 
try of Irrigation and Po¬ 
wer to pursue this matter. 

In order to eliminate the 
misuse of mineral turpen¬ 
tine oil, the committee has 
suggested that the prices of 
kerosene and mineral tur¬ 
pentine oil should be equa¬ 
ted. The government has 
accepted this recommenda¬ 
tion and the Fuel Policy 
Committee has been re¬ 
quested to specifically ana¬ 
lyse this problem. 

Regarding the recommen¬ 
dation of the committee that 
the consumption of furnace 
oil by the textile industry 
should be reduced to 
the barest minimum after 


reviewing the requirements 
of individual customers, the 
government has decided to 
refer this matter to a special 
standing commit ee with 
representatives of the Minis¬ 
try of P &C, DGTD, Minis¬ 
try of Finance and the IOC. 
The suggestion regarding the 
desirability of setting up se¬ 
condary processing ft-cili- 
ties to convert a the heavy 
residue into middle distil¬ 
lates has been referred to 
an expert group. 

Jehangir Ghandy 


College," Hyderabad, the 
Board of Governors of the 
Indian Institute of Manage¬ 
ment, Calcutta, the Indian 
Advisory Committee of the 
Nuffield Foundation, and 
the Indian Committee of 
Lloyd’s Register of Shipp¬ 
ing. 

Humphreys I 
Glassgow 

Humphreys and Glass¬ 
gow Consultants Private 
Limited, which has secured 
from Messrs New Central 
Jute Mills Limited the solvay 


Sir Jehangir Ghaudy, te¬ 
chnocrat, administrator and 
pioneer in management and 
technical education, passed 
away in Delhi on April 
17. He was 76. In 1921, 
at the age of 25, he joined 
the Tata Steel Works at 
Jamshedpur as metallurgi¬ 
cal engineer. 


process of making soda ash 
and ammonium chloride, 
developed by the latter at 
their Varanasi works, is 
reported to have modified 
this process. It is now offer¬ 
ing the modified process to 
soda ash and ammonium 
chloride manufacturers sole¬ 
ly against rupee payment 
of engineering and know- 


la 1945, he was appoin¬ 
ted a Director of Tata In¬ 
dustries and in April, 1954, 
Director-in-Charge of Tata 
Steel. A more significant 
recognition of his outstand¬ 
ing ability as one of the fore¬ 
most administrators in the 
country came in August, 
1959 when he was appointed 
a Director of Tata Sons, 
the parent firm then cont¬ 
rolling the Tata Group of 
companies. He was Chair¬ 
man of Indian Tube Co. 
Ltd, Bclpahar Refractories 
Ltd, and a Director of tbe 
Tinplate Company of India 
Ltd. 

He was a member of the 
Executive Committee of 
the National Metallurgical 
Laboratory; Chairman, the 
Metals Committee of CSIR; 
Executive Council of the 
Central Fuel Research Insti¬ 
tute; Eastern Regional Com¬ 
mittee of the All-India 
Council for Technical Edu¬ 
cation, and the All-India 
Board of Technical Studies 
in Management. He was a 
member, among others, of 
the governing body of 
CSIR, Council of the Indian 
Institutes of Technology, 
the Court of the Governors 
of the Administrative Staff 


how fees, although a cer¬ 
tain amount of foreign ex¬ 
change is required for im¬ 
porting some equipment. 
Humphreys and Glassgow 
Consultants also intend to 
make available the service 
of the Indian engineers in 
its employment to its sister 
concerns in the United King¬ 
dom and Australia for sett¬ 
ing up fertilizer and chemi¬ 
cal plants in the Persian 
Gulf and south-east Asian 
countries. 

Indo-Nepal 

Collaboration 

The Nepalese Prime 
Minister, Mr Kirtinidhi 
Bista, revealed at a press 
conference here recently 
that his government had 
approached the government 
of India for collaboration in 
the setting up of the Kamali 
hydro-electric project in his 
country. This project is en¬ 
visaged to produce two mil¬ 
lion KWs of electricity per 
annum. A sizable quantity 
out of this output could be 
made available to India at 
a negotiated price. Although 
the scheme has already been 
investigated by a Japanese 
team and an Australian 
company, as also by the 
-World Bank, Nepal, Mr 
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Bista saidiwould like India 
as well to investigate it and 
then help, In its execution 
and supply of such equip¬ 
ment for it as was possible. 
The World Bank has shown 
interest in financing a part 
of the cost of this project, 
which is estimated around 
Rs 210 crores. 

During his visit to Delhi, 
Mr Bista had talks with 
the representatives of Indian 
Chambers of Commerce and 
Industry to interest Indian 
entrepreneurs in the estab¬ 
lishment of industries in 
Nepal, notably paper and 
cement. He expressed dis¬ 
appointment at the response 
of the Indian entrepreneurs 
for setting up industries in 
his country. Nepal he said, 
was prepared to give 
them as adequate con¬ 
cessions as they are 
getting in west Asia, 
Africa and south-east Asia. 

Aluminium Foils 

The change of definition 
of aluminium foils from “a 
product of thickness (ex¬ 
cluding any backing) not 
exceeding 0. IS millimetres” 
to “foils (whether or not 
embossed, cut to shape, per¬ 
forated, coated, printed or 
backed with paper or other 
reinforcing material) of a 
thickness (excluding any 
backing) not exceeding0. IS 
millimetres” in the 1972 
Finance Bill is said to have 
created a very anolamous 
position for the small and 
medium-scale printers and 
converters of these foils. 
Through this change in defi¬ 
nition, the levy of 23 per 
cent ad valorem is said to 
has been made applicable 
to the overall sale price of 
all packaging materials in 
which aluminium foils are 
used even if the percentage 
of the foil in them is as low 
as two to five per cent. The 
new levy procedure, it is 
feared, will throw the small 
man in the foil printing and 
conversion trade out of the 
business as his operative 
costs are already much higher 
than those of the integrated, 
big foil-making concents. 


The big units by virtue of 
their integrated operations, 
are able to economise a 
good deal in their costs as 
they have not to incur such 
expenses as transportation 
charges, octroi duties, sales- 
tax, etc, on primary foils 
which the non-integrated 
printers and converters have 
to incur. 

According to the All-In¬ 
dia Paper and Allied Pro¬ 
ducts Manufacturers’ As¬ 
sociation, whereas the cost 
of laminated and printed 
foils produced by the non- 
integrated units to the con¬ 
suming industries comes to 
as much as nearly Rs 72,100 
per tonne, the cost of the 
products of the integrated 
concerns approximates only 
about Rs 58,460 per tonne. 
Deducting the excise levy 
on primary foils from the 
cost of laminated and print¬ 
ed foils, the customers have 
to pay nearly Rs 67,600 
per tonne of finished foils 
in the case of non-integ¬ 
rated producers, as against 
Rs 58,460 per tonne in the 
case of integrated producers. 
The table alongside gives the 
approximate cost of produc¬ 
tion of the non-integrated 
and integrated units, 

The non-integrated units, 
which at present meet only 
about 15 per cent of the 
total demand for laminated 
and printed aluminium foils 
in the country, cannot be 
expected to realise any pre¬ 
mium from the customers 
over the sale prices of the 
integrated units, which 
supply 85 per cent of the 
total requirement. In fact, 
they are reported to be ob¬ 
liged to sell their products 
at a small discount so 
that they can compete 
with the integrated units. 
The All-India Paper and 
Allied Products Manufac¬ 
turers’ Association has, 
therefore, suggested that 
the excise duty on alumi¬ 
nium foils ought to be 
levied only at the primary 
state. At this level, the 
duty may be imposed even 
at 40 per cent, instead of 
32 per cent, so that the net 
receipts of the central ex¬ 
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chequer from this source do 
not suffer. This suggestion 
apparently merits considera¬ 
tion by the union Ministry 
of Finance. 

Names in the News 

Brig. B.S. Bharat, Direc¬ 
tor-incharge of the pharma¬ 
ceutical division of Rallis 
India Limited, has been una¬ 
nimously re-elected Presi¬ 
dent of the Organisation of 
Pharmaceutical Producers 
of India (OPPI), Bombay, 
for 1972. Mr S.V. Pillai, 
Managing Director, Pfizer 
Limited, and Mr D.J.R. 
Farrant, Managing Director, 
Glaxo Laboratories (India) 


Limited, have.been re-elec¬ 
ted Vice-presidents. 

Mr. M. R. Shervani, for¬ 
mer member of Parliament 
and renowned industrialist of 
Uttar Pradesh, has been 
appointed by the govern¬ 
ment of India as a director 
of Indian Telephone Indus¬ 
tries, Bangalore — a public 
sector undertaking. 

Mr M.M. Muthiab, Ma¬ 
naging Director, M/s Car¬ 
borundum Universal Ltd. 
was elected Chairman of 
the Employers’ Federation 
of Southern India for 
1972-73, at the annual 
general meeting held on 
Match 29, 1972. 


(In rupees) 

Materials 

Integrated 

producers 

Non- 

integrated 

producers 

One ton aluminium foil 0.012 mm 
Packing charges 

Transportation charges 

13,500 

Nil 

Nil 

13,500 

500 

50 


13.500 

14,050 

Excise 32% 

Forwarding and transportation 
charges 

Octroi 

Sales-tax 20% 

Collection charges 

Nil 

Nil 

Nil 

Nil 

Nil 

4,496 

360 

20 

378 

50 

Total cost of one ton aluminium 
foil 

13,500 

19,354 

2.5 tons paper 

Adhesive 

Ink 

10,500 

3,000 

3,000 

10,500 

3,000 

3,000 


30,000 

35,854 

Process wastage— 

3,000 

(10%) 

7,170 

(20%) 


33,000 

43,000 

Labour charges lamination 

Labour charges printing 

5,000 

5,000 

5,000 

5,000 


10,000 

10,000 

Total 

Excise 32% 

43,000 

13,600 

53,000 

17,000 

Sales-tax 3% 

56,760 

1,700 

70,000 

21,00 

Total cost to customer 

Less: excise paid 

58,460 

Nil 

72,100 

4,500 


58,460 

67.6Q0 


EASTERN ECONOMIST 


APRIL 28, 1972 




860 


COMPANY AFFAIRS 


Gwalior Rayon 

The rayon grade pulp fac¬ 
tory of Gwalior Rayon’s 
new division, Harihar Poly¬ 
fibres, situated at Harihar, 
Mysore state, has commen¬ 
ced its trial run. The fac¬ 
tory is expected to produce 
300 tonnes of rayon grade 
pulp in April and 1500 ton¬ 
nes per month by the end of 
July. The full production 
of 100 tonnes per day or 
3000 tonnes per month is 
likely to be reached by the 
end of this year. The raw 
material, eucalyptus, is being 
obtained from the nearby 
forests in Mysore state. The 
know-how for the manufac¬ 
ture of rayon grade pulp 
from wood has been de¬ 
veloped by Gwalior Rayon 
in its pilot plant and re¬ 
search division at Nagda 
and in this respect the com¬ 
pany has the most advanced 
experience in the world. 

A sizeable part of the 
machinery and equipment has- 
been fabricated by the com¬ 
pany while the plant has been 
designed by Birla Consul¬ 
tants Pvt Ltd, a leading 
consultancy firm in the 
country specialising in the 
techno-economic evaluation, 
factory layout, plant and ma¬ 
chine design, management 
studies, training of person¬ 
nel and research and deve¬ 
lopment planning right from 
erection to commissioning 
of the plant. This exemplary 
collaboration between Gwa¬ 
lior Rayons and Birla Con¬ 
sultants is yielding rich di¬ 
vidends, as for instance, in 
the bagging of a Rs 5- 
crore turnkey assignment 
from South India Viscose. 
The project includes erec¬ 
tion, start-up and test 
performance of viscose pre¬ 
paration plant, spinning ma¬ 
chine, after-treatment ma¬ 
chine, dryer baling press, 
carbondisulphidc plant and 
sulphuric acid plant besides 
guaranteeing of production 
with minimum raw material 


consumption. South India 
Viscose which is setting up 
a 20-tonne per day staple 
fibre plant has awarded 
the turnkey contract jointly 
to Gwalior Rayons and Birla 
Consultants. 

Century 

The directors of Century 
Spinning and Manufactur¬ 
ing Company Ltd, have pro¬ 
posed to maintain the final 
equity dividend at Rs 29 
per share, making a total 
distribution of Rs 45 a 
share for 1971, the same as 
paid in 1970. Although the 
company's sales have gone 
up by 5.5 percent from Rs 
52.62 crorcs to Rs 55.52 
crores, the gross profit has 
declined by Rs 1.75 crorcs 
to Rs 13.10 crores. The 
fall in profits is attributed 
to the all-round increase in 
the cost of raw materials on 
the one had and lower rea¬ 
lisation on rayon yarn on 
the other.’ 

Out of the gross profit, 
the directors have allocated 
Rs 250.37 lakhs to depre¬ 
ciation as against Rs 288.61 
lakhs in 1970 white the 
appropriation to develop¬ 
ment rebate reserve was 
stepped by Rs 10 lakhs to 
Rs 26 lakhs. Taxation 
claimed Rs 580 lakhs as 
compared to Rs 706 lakhs. 
This leaves a net profit of 
Rs 453.25 lakhs as compa¬ 
red to Rs 474.51 lakhs in 
the preceding year. The 
interim dividend absorbed 
Rs 56.78 lakh» the same 
as in 1970. After adjust¬ 
ments a sum of Rs 200 
lakhs .was transferred to 
general reserve and Rs 
148.85 lakhs to dividend 
equalisation reserve as 
against Rs 307.73 lakhs and 
Rs 110 lakhs provided res¬ 
pectively in the previous 
year. The proposed final 
dividend will claim Rs 
102.92 lakhs, the same as in 
1970 and it will be paid out 
of the dividend equalisa¬ 
tion reserve. 


The company’s Rs 13- 
crore cement plant is ex¬ 
pected to go into produc¬ 
tion by the end or 1973. 
The company is presently 
finalising orders for plant 
and equipment for the ce¬ 
ment project. The capacity 
of the plant will be six lakh 
tonnes a year. The com- 

E has not yet received a 
ce for the setting up of 
seamless steel pipes plant. 

Telefunken 

Telefunken India Ltd has 
reported remarkable im¬ 
provement in its perfor¬ 
mance during the year ended 
December 31, 1971, with 
significant increase in out¬ 
put, record rise in exports, 
and encouraging improve¬ 
ments in its working results. 
This is indeed a magnifi¬ 
cent record for a company 
which has completed a run 
of only four years in the 
manufacture of radio sets. 
During the year under re¬ 
view the output of radio 
sets shot up by more than 
82 per cent as compared to 
that of 1970. At the same 
time the product range was 
further increased with the 
addition of new models of 
radio sets and diversified by 
the introduction of tape re¬ 
corders which have been well 
received by the market. 
Steps arc now being taken 
for undertaking the expan¬ 
sion of the manufacture of 
radio receivers — the li¬ 
censed capacity having been 
increased from 120,000 sets 
to 300,000 sets —and for the 
implementation of the in¬ 
dustrial licence for the 
manufacture of 40,000 re¬ 
cord players. Efforts are 
now being made to obtain a 
licence for the manufacture 
of TV sets. 

It is gratifying to note 
that the company was able 
to make deep inroads in the 
domestic and overseas mar¬ 
kets. While its domestic 
sales of radio receivers went 
up by over 62 per cent as 


compand to 1970, export* 
increased by more than three 
times in 1971 as compared 
to the preceding year. 

During the year under re¬ 
view the company earned, 
after providing for deprecia¬ 
tion, a profit of Rs 31,076 as 
against a loss of Rs 56.49 
lakhs in the previous period 
of eighteen months. An 
amount of Rs 9.00 lakhs 
was provided for deprecia¬ 
tion m 1971 as compared to 
Rs 13.71 lakhs in the pre¬ 
ceding period of eighteen 
months. 

With stability and econo¬ 
mic level of production and 
with rising demand for the 
company’s products in inter¬ 
nal and external markets the 
company is well poised for 
a major thrust forward in all 
spheres of its activities in 
the coming years. 

Dunlop India 

Mr R.G.S. Nairn, Chair¬ 
man of Dunlop India Ltd, 
while addressing the annual 
general meeting of the com¬ 
pany said that even with a 
sizeable increase in the out¬ 
put of tyres there would be 
an unsatisfied demand parti¬ 
cularly for truck tyres. He 
has indicated that the gap 
between demand and supply 
for automotive tyres in 
1973-74 will be of the order 
of one million tyres even 
after taking into considera¬ 
tion the capacities involved 
in the various letters of in¬ 
tent. As considerable fo¬ 
reign exchange had to be 
incurred for the import of 
tyres it is desired that fresh 
expansions should be allow¬ 
ed in the case of existing 
units especially to growth 
companies such as Dunlop 
India which are making 
significant contributions in 
the vital sectors of the na¬ 
tional economy such as 
road transport, agriculture, 
industry, defence and ex¬ 
ports. Dunlop India has 
already approached the 
government with a fresh 
proposal for increasing the 
capacity of the Ambattur 
factory by two laka tyres 
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and tribes.Meanwhile the 
company has fully imple¬ 
mented the expansion pro¬ 
gramme for 250,000 auto¬ 
motive tyres and tubes at 
Ambattur for which it re¬ 
ceived an industrial licence 
in December 1969. Further, 
it has appointed an export 
team to study the future de¬ 
velopment of the factory at 
Sahaganj, West Bengal, so 
that it can satisfy fully the 
changing future market re¬ 
quirements. 

In keeping with its policy 
to develop new . and im¬ 
proved products of advanced 
design, the company intro¬ 
duced a number of products 
such as a new rayon truck 
tyre (Dunlop Highway 105) 
Dunlop Super Taxi tyre, the 
PG 6 suitable for very rough 
off the road conditions and 
new types of tyres for IAF 
and Boeing 737. One of the 
most recent projects is the 
development of the main 
wheel tyre for the Boeing 
747 jumbo jet. 

Every effort was made by 
the company to maximise 
the use of indigenous raw 
materials. As a result the 
company's dependence on 
imported raw materials was 
reduced from 11.3 per cent 
in 1966 to 6.2 per cent in 
1971. The company conti¬ 
nued to maintain its record 
in the field of exports. In 
1971 the company exported 
to 71 countries earning Rs 
3.34 crorcs, an increase of 
about 10 per cent over 1970. 
It is heartening to note that 
the company's exports ac¬ 
counted for 47 per cent of 
the total tyre industry's ex¬ 
ports. 

Unit Trust 

Sales of units by the Unit 
Trust of India during Janu- 
ary-March 1972 were higher 
than those in the corres¬ 
ponding period of last year. 
The Trust sold units of the 
face value of Rs 1.77 crorcs 
to 4,586 new investors dur¬ 
ing January-March 1972, 
third quarter of its current 
yea'r, against Rs 1.22 crores 
to 2,570 applicants in the 
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Results 


1971 


1070 

Capital end reserves (including loan stock) 

£S3m. 


£60m. 

Shareholders' Funds 


£38* 6m. 


£38-1 m. 

Deposits 


£850m. (£884m 


£817m. 

Advances 


£484m. (£478m 


£478m. 

Cash— '-hort toria . w..-j and at Bankers 
Consolidated Profit after Tax before 


£273m. 

£227m. 


exceptional Items 


£4,181,000 

£2,948,000 

Incraaaa In general provision for doubtful debts 
•The equivalent amount at the 1870 rate of oxchango 

£2-8m. 


Nil 


In his Statement to the Shareholders of 
National and Grindlays BankLimited 
the Chairman, Lord Aldington, said: 

Prograss In 1071 

The principal reason for the sharp increase in 
the trading profit between the two years was 
the steady improvement in management 

efficiency. 

Asia 

The Bank's business in India and with India 
has been well maintained and well run ; and 
the Bank's deposits inside India have 
continued to rise. We have considered a 
number of useful additional sterling loan 
proposals to assist in Indian industrial or 
commercial development, but for a variety of 
reasons none reached full completion ini 971. 
The Merchant Banking Division in India are 
concerned In advising a large number of top 
class industrial customers, but market and 
other conditions make most of their work a 
lengthy process. They have, however, 
completed several useful export finance 
arrangements and are considering others. 

Middle East 

1971 was a yearof considerable consolidation 
within our organisation throughout the Gulf. 
Our associate, the Bank of Bahrain, had a 
satisfactory year and another associate, the 
NationalBankof Dubai,is building upa strong 
banking position. 

Our associated bank in the Lebanon, the 
Socidtd Nouvelle de la Banque da Syria etdu 
Liban. continues to occupy a predominant 
place in a very large banking community. 

The Per Cast 

Dao Heng Bank, in Hong Kong, has had a 


splendid year. 

We received permission in the latter part of 
1971 to establish a Representative Office in 
Tokyo. I expect this office to be opened 
shortly. 

Europe 

Banque Grindlay Ottomane S.A. has a good 
base for expanding business. 

United Kingdom 

The sterling lending business in London has 
been able to grow healthily. 

Our Eurocurrency operations continued at a 
high level. 

In merchant banking, both the Company 
Finance Department and the Industrial 
Department increased their activity. 

Good work has been done in reorganising 
Cox & Kings Limited and rationalising the 
travel business of the Group. 

Europoan Eoonomie Community 

In this Bank we have assumed for some 
years now that Britain would enter into the 
European Economic Community. 

For us there is the special interest in financing 
the movement of goods and money between 
thewhole of the European community and the 
developing world where we are represented. 

Our Principal Asset—Man 

We have in the Group, a variety of skills, 
attitudes, temperaments and experiences.We 
are now tackling the problem of how best 
to prepare the right men for the many different 
new jobs which we know we shall have 
to fill in the next few years. 

Weseektogive a professional banking service 
to countless customers in 27 countries. Our 
management is going to be as professional. 


Branches. Subsidiaries. Associated Companies or Representatives In: 

United Kingdom. Bahrain. Bangladesh. Ceylon. Cyprus. Dubai. Ethiopia. Franc?. Ghana. Greece. Hong Kong, India, 
Japan. Jersey. Jordan. Kanya. Lebanon. Malaysia. Malta. Nigeria. Oman. Pakistan. Qatar. Rhodesia. Singapore. 
Switzerland. Uganda, United Arab Emirates. Zambia. 



NATIONAL 

AND 

GRINDLAYS 
BANK LIMITED 


Copies of the Report and Accounts and full 
Chairman's Statement may be obtained from : 
Manager. Banking Services, 

Office of the General Manager In India, 

If, Netail Subhae Road, Calcutta-I 
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corresponding quarter of last 
year. During the quarter, 
a sum of Rs 5.88 lakhs was 
invested by 60 non-resi¬ 
dents. The Trust repur¬ 
chased units of the face value 
of Rs 67.99 lakhs during 
the quarter, against Rs 89 
lakhs in the corresponding 
quarter of last year. The 
number of unit holders, regis¬ 
tered with the Trust totalled 
4,12,056 at the end of March 
1972, with the amount in¬ 
vested totalling Rs 102 
crores. Under the Unit- 
linked Insurance Plan, the 
total business written dur¬ 
ing the quarter amounted to 


Rs 10.19 lstj$s under 128 
applications, e* 

Interim Dividends 

The directors of Dharan- 
gadhra Chemical Works 
Ltd have< maintained the 
interim equity dividend at 
five per cent for the year 
ended March 31, 1972. 

Chmgule Steamships Ltd 
has proposed a tax-free in¬ 
terim equity dividend of Rs 
20 per share for the year 
ended March 31, 1972 as 
against Rs 15 for the previ¬ 
ous year. 


Nnw Issues 

Modi Industries Ltd is . 
offering for public subscrip¬ 
tion 5,000 (8 per cent) re¬ 
gistered debentures of Rs 
1,000 each at par for cash 
payable in full on applica¬ 
tion. The subscription list 
opened on 25th April and will 
close on April 29 or earlier 
but not before April 28, 
1972. The entire public 
issue is underwritten. The 
company proposes to install 
three ten-tonnes electric arc 
furnaces (two already ins¬ 
talled) and twin strand radial 
types continuous casting 
plant complete with auxi¬ 
liary equipment for casting 
billets of carbon, spring 
and low alloy steels of lOOx 
100 mm section and a roll¬ 
ing mill. 

Rathi Alloys and Steel 
Ltd will be issuing to the 
public for subscription shor¬ 
tly 2,70,000 equity shares 
ofRs 10 each and 10,000 
redeemable cumulative pre¬ 
ference shares (9.5 per cent) 
of Rs 100 each. This is the 
first mini-steel plant out 
of the six sanctioned by the 
governments. Its first fur¬ 
nace was commissioned in 
September last and the 
second one, forming part 
of the expansion, was put 
in operation lat month. 

Regal Papers (Pvt) Ltd is 
setting up a high glass cast- 
coated paper plant, at 
Ghaziabad with an installed 
capacity of 1500 tonnes per 
annum without any foreign 
know-how. It will be enter¬ 
ing the capital market some¬ 
time in June or July to raise 
Rs 17.5 lakhs — Rs 10.5 
lakhs in equity shares of 
Rs 10 each and Rs 7 lakhs 
in preference shares of Rs 
100 each to meet a part of 
the capital cost of the pro¬ 
ject. 

Alfred Herbert (India) 
Ltd, Calcutta, proposes to 
raise fresh capital by issu¬ 
ing two lakh equity shares of 
Rs 10 each at a premium of 
Rs 5 per share. A part of 
this issue will be reserved 
for subscription by the com¬ 


pany’s employees. The com¬ 
pany proposes to undertake 
the manufacture of rubber 
m&hinery including inter¬ 
mixes, shear strip tyre pres¬ 
ses and tube presses. Tech¬ 
nical collaboration will be 
provided by Messrs. Francis 
Shaw and Co. (Manches¬ 
ter) Ltd. 

East Coast Breweries and 
Distilleries Ltd will be enter¬ 
ing the capital market soon 
with a public issue of Rs 
29.5 lakhs in ordinary shares 
of Rs 10 each at par. The 
entire issue is underwritten. 
Considering the vast poten¬ 
tial of Paradeep the govern¬ 
ment has issued a letter of 
intent to the company for 
setting up a new under¬ 
taking for the manufacture 
of 5,000 hectolitres of beer. 
The technical know-how has 
been offered by Dcsmet 
(India) (P.) Ltd based on the 
latest development in pro¬ 
cessing equipment and tech¬ 
nique of pressure fermen¬ 
tation developed by Dr 
Wellhoener, Pressure fer¬ 
mentation Institute of West 
Germany and being exploit¬ 
ed by Steineckers. 

Eurokote (India) will 
be approaching the capital 
market shortly to raise capi¬ 
tal worth Rs 55 lakhs 
—3,50,000 equity shares of 
Rs 10 each and 20,000 (9.5 
per cent) cumulative re¬ 
deemable preference shares 
of Rs 100 each. The entire 
issue is underwritten. The 
company has received an 
industrial licence for the 
manufacture of 3,000 tonnes 
of high glass cast coated 
paper and board per annum. 
The factory will be located 
in the industrial area of Vapi. 
Gujarat state. 

COMPANY MEETINGS 

Asian Cables Corporation 
Ltd: Nirmal, 241/242, Ba- 
ckbay Reclamation, Bom¬ 
bay-1 ; April 28; 4 P.M. 

Triveni Engineering Works 
Ltd : Hotel Imperial, Jan- 
path, Hew Delhi; April 28; 
4 P.M. 

Bharat Fertiliser Industries 
Ltd: .12, Nanabhai Lane, 
Fort, Bombay-1; April 28; 
4.30 P.M. 


Dividends 


(Per cent) 


Name of the company 

Year ended Equity dividend dec¬ 
lared for 

Current Prev. year 

Higher Dividend 




Globe Auto Electri- 




cals 

Dec. 31, 1971 

8 

6 

Jawahar Mills 

Dec. 31, 1971 

10 

7.5 

Avery India 

Dec. 31, 1971 

15 

13.8 

Polyolefins Industries 

Dec. 31, 1971 

10" (a) 

— 

Derby Tea 

Dec. 31, 1971 

4 

Nil 

Same Dividend 




Goodlass Nerolac 




Paints 

Dec. 31, 1971 

12 

12 

Belapur Sugars and 




Allied Industries 

Sept. 30, 1971 

18 

18 

Travancore Rayons 

Dec. 31, 1971 

15 

15 

Chemo-Pharma La¬ 




boratories 

Dec. 31, 1971 

12* 

12 

Highland Produce Co 

Dec. 31, 1971 

12.5 

12.5 

Podar Mills 

Dec. 31, 1971 

10 

10 

Finlay 

Dec. 31, 1971 

12 

12 

Gold Mohur 

Dec. 31, 1971 

12 

12 

Oudh Sugar Mills 

June 30, 1971 

22 

22 

Navsari Cotton and 




Silk Mills 

Dec. 31, 1971 

5 

5 

Victoria Mills 

Dec. 31, 1971 

15 

15 

Dhanalakshmi Mills 

Dec. 31, 1971 

10 

10 

Mothola Tea 

Dec. 31, 1971 

10 

10 

Swastik Rubber Pro¬ 




ducts 

Dec. 31, 1971 

12 

12 

Sandoz (India) 

Dec. 31, 1971 

11 

11 

Reduced Dividend 



' 

Phillips Carbon Black 

Nov. 30, 1971 

12 

15 


♦On increased capital ♦♦Maiden Dividend. 

(a) Tax free 
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Time js money 

And JAL Air Cargo can save you both 


A sea voyage is .fine for a long 
vacation. But your freight goods 
don’t need a vacation. Thev need 
to get to their destination fast—to 
start earning back the money 
you've already put into them. 
Which is why we urge you to 
consider this: Packing charges, 


interest, insurance, storage, dep¬ 
redation—all are lower when you 
ship JAL Air Cargo. And we'll 
prove it for you. For full infor¬ 
mation on cost reduction through 
air freight, see your cargo agent, 
freight forwarder or JAL Cargo 
Representative. 


JAPAN AIR UNRA 
Utedetatrtheuiofia 


© ' 


' In cooperation With 

Air France. Alitalia and lufthana* 
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* WHO’S WHO IN INDIA* 


Fruits of 8 years’ hard labour sow in Press. Price Rs. 50 or $15 on publication (June 1972). Re¬ 
servation with Advance payment of Rs. 40/- only. Advertisement charges for full page Rs. 500 
(11cm x 17cm) and Rs. 300 for half page. 


K.P. Reference Works available from Stock: 

Who’s Who in Indian Engineering and Industry 
Professional & Trade Organisations in India 
Who’s Who in Indian Science (2nd Edition) 

Kothari’s World of Reference Works 
Directory of Company Secretaries 
Directory of Directors 
Technological Education 
Elements of Costing 
Handbook of Editing A Production 

Full Set of Publications including WHO’s WHO IN INDIA Rs. 125/- (Post Free). 


Rs. 

30/- 

5/- 

20 /- 

5/- 

30/- 

30/- 

7/- 

1 /- 

10 /- 


Please send your order with payment to: 

KOTHARI PUBLICATIONS 


12, India Exchange Place, Calcutta-1 (Phones 22-9563 A 22-6572) 
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COMPAW MEETING 


made by indigenous small scale 
manufacturer,. 


DUNLOP INDIA LIMITED 

Chairman, Nr. R.G.S. Nairn’s Review 


The following is 
the address by the 
Chairmans Mr. 
R.G.S. Nairn, at 
the 46th Annual 
General Meeting 
held on April 21, 
1972, at Calcutta. 

I have pleasure in welcoming 
you to die 46th Annual General 
Meeting of the Company. 

As the Directors* Report and 
Accounts for the year ended 31st 
December, 1971, have been in 
your hands for some time, 1 should 
like, with your permission, to 
take them as read. 


THE YEAR'S TRADING 

Sales of Dunlop automotive 
tyres and tubes were higher than 
in 1970, mainly due to the imple¬ 
mentation of the expansion at our 
Ambattur factory. However, the 
demand for our products conti¬ 
nued to be in excess of manufac¬ 
turing capacity. Your Company 
took special steps to ensure equit¬ 
able distribution of tyres and tubes 
at the recommended retail prices, 
and maximised supplies for De¬ 
fence, State Transport under¬ 
takings, and to border areas. 

Sales of our industrial products 
also exceeded those of last year, 
but, here again, the demand, par¬ 
ticularly for conveyor belting, 
could not be fully met due to 
limitations in capacity. 

INDUSTRY CAPACITY 

Production by the Automotive 
Tyre Industry increased substan¬ 
tially to 4.6 million tyres in 1971 
as compared to 4.0 million in 
1970, an increase of 14%, but 
in the important product groups 
of truck, rear tractor and large 
earthmover tyres, demand ex¬ 
ceeded availability. This was in 
spite of the implementation of ex¬ 
pansions granted by Government 
to existing manufacturers, includ¬ 
ing your Company. The posi- 
sition was further aggravated 
when additional tyres had to be 
diverted towards the end of the 
year for Defence needs. During 
1972-73 shortages will continue. 


particularly in the main truck tyre 
size 9 .00-20. 

In order to ensure sufficient 
availability of a vital product, 
which is essential for the econo¬ 
mic development of the country, 
additional automotive tyre, manu¬ 
facturing capacity should be ins¬ 
talled within the next two years. 
The available capacity of the ex¬ 
isting manufacturers, including 
Letters of Intent, is 5.S million 
atomotive tyres whereas the total 
demand in 1973-74 is estimated 
to be 6.5 million. This gap cannot 
be filled by the various new tyre 
projects to whom Letters of In¬ 
tent have been issued as they do 
not appear to have made signi¬ 
ficant progress. 

In anticipation of the growing 
shortage, your Company sub¬ 
mitted early last year applica¬ 
tions to Government for a com¬ 
posite factory at Goa for the 
manufacture of automotive tyres 
and tubes, and industrial products. 
Government has recently rejected 
the automutive tyres and tubes 
application as a licence for a tyre 
factory at Goa has been given to 
another existing manufacturer 
In view of the immediate need to 
create additional capacity and 
the national policy for conserv¬ 
ing foreign exchange, wc have sub¬ 
mitted a new proposal to Govern¬ 
ment to increase capacity at our 
Ambattur factory by 200, q 00 
tyres and tubes with the addition 
of balancing equipment only, h 
will be possible to implement 
this expansion within the short 
period of one year from receipt 
of the capital goods licence, thus 
enabling us to meet a part of the 
shortage in the immediate future. 
I'h’jpc that Government will con¬ 
sider our latest proposals favour¬ 
ably and speedily in order to 
minimise the need for imports at 
a substantial foreign exchange 
cost. The foreign exchange re¬ 
quired to import 100,000 truck 
tyres is approximately Rs 3 crorcs. 

1 metioned earlier that the 
demand for Dunlop industrial 

f products could not be fully met. 
n the case of conveyor belting in 
particular, the market potential 
has increased wjll beyond the 
manufacturing capacity in the 
country and our capacity is book¬ 
ed for 42 months. Major consu¬ 
mers, mostly Public Sector pro¬ 
jects, are therefore having to im¬ 
port their requirements and the 
position will become progressive¬ 
ly worse until additional capacity. 


is installed. Our application for 
the factory at Goa includes a com¬ 
posite scheme for the manufac¬ 
ture of steel cord and textile re¬ 
inforced conveyor belting, which 
is still being considered by Go¬ 
vernment. 


defence supplies 

Your Company fully played its 
part in meeting the count ry*s 
Defence requirements, during the 
year and the output of products 
such as tyres for army vehicles, 
including tanks, and for Indian 
Air Force aircraft, was increased 
substanially. 

Dunlop India is the only manu¬ 
facturer in the country of aircraft 
tyres and military tank tyres. 
During 1971, we commenced pro 
duction of a special purpose truck 
tyre for sand operations to meet 
Defence needs. Our future plans 
include a scheme for retreading 
aircraft tyres. 

Following the declaration of the 
national emergency, the emplo¬ 
yees at the Company's factories 
worked on Sundays and holidays 
to maximise production for De¬ 
fence needs. We had the honour 
of a visit by Lt. Gen. I.S. Aurora, 
GOC-in-C. Eastern Command, to 
our Sahaganj factory on 21st 
December, when he expressed his 
appreciation to your Company 
and its employees for the impor¬ 
tant contribution which they had 
made to the war effort. 


EXPORTS 

Our consistently good export 
performance was maintained and 
another new export record was set 
in 1971 in the face of severe inter¬ 
national competition. Your Com¬ 
pany exported to 71 countries 
earning a total of Rs. 3.34 crorcs, 
an increase of utmost 10% over 
1970. This was achieved through 
well planned export promotion, 
effective visits by Dunlop export 
executives to as many as 36 coun¬ 
tries to expand existing markets 
and develop new ones, and the 
invaluable support from our U.K. 
Associates with their interna¬ 
tional distribution and service or¬ 
ganisation. Dunlop India's ex¬ 
ports in 1971 were 47% of the 
total Tyre Industry exports. 

A notable achievement of Dun¬ 
lop India Export House was 
the development of overseas mar¬ 
kets for a wide variety of goods 


International trade today is com¬ 
plex, highly competitive and sub¬ 
ject to sudden shirts and in order 
to be successsful in this field, 
comprehensive and consistent 
Government policies are needed. 
Unfortunately this is not always 
so. For example duty drawback 
rates for automotive tyres and 
tubes were reduced drastically 
with very little prior notice in 
December 1971 with no increase 
in export cash assistance to com* 
pensate for the high raw material 
prices in India. Consequently, 
exports can now only be made at 
an even more substantial loss than 
previously. If we are to win and 
hold export markets on a long 
term basis, it is essential to have 
reasonable stability in the net 
cost of products for export. 

PRODUCTION 

Higher production was achiev¬ 
ed during 1971 despite produc¬ 
tion losses at the Sahaganj fac¬ 
tory, mainly because of power 
cuts and high absenteeism, particu¬ 
larly in the first half of the year. 

The expansion programme for 
250,000 automotive tyres and 
tubes at Ambattur, for which an 
industrial licence was received in 
December , 1969, was completed 
by tire end of the year. The Am¬ 
battur factory also started pro¬ 
duction of bicycle rims, for which 
a capital goods licence for 1.3 
million pieces per annum was re¬ 
ceived in July, 1969. 

An expert team was appointed 
to investigate the future develop¬ 
ment of our larger factory at 
Sahaganj, West Bengal. Plans 
arc being finalised to ensure that 
Sahaganj conrinnes to operate 
efficiently, and plant and equip¬ 
ment are modernised to cater to 
changing future market require¬ 
ments. 

The range of Metulastik rub- 
bcr-to-metal bonded products at 
Sahaganj was enlarged during the 
year with the introduction of draft 
gear pads required for the centre 
buffer couplers of railway wagons. 

PRODUCT DEVELOPMENT 

In keeping with the Company's 
policy to develop new and im¬ 
proved products of advanced 
technical design, a new rayon 
truck tyre, the Dunlop Highway 
103, was introduced in the mar¬ 
ket after being tested over 80 mil¬ 
lion kilometres on all kinds of 
roads throughout India. No 
other tyre developed in this coun¬ 
try has ever been so extensively 
tested before commercial intro¬ 
duction. Your Company also 
developed and marketed the Dun¬ 
lop Super Taxi tyre. This is the 
first tyre produced in India spe¬ 
cially designed for the needs of 
the taxi operator. Another add!- 
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tion to our tyre range was 
the PC. 6 which ha 9 been de¬ 
veloped for use under very rough 
“off-the-road” conditions. User 
reaction to these tyres has been 
most favourable. 

In pursuance of our policy to 
make the country self-sufficient 
in aircraft tyres, we have conti¬ 
nued to develop new sizes. Dur¬ 
ing 1971 we added to our range 
three new sizes for the Indian Air 
Force and tyres for the Boeing 
737 aircraft. One of the most re¬ 
cent projects is the development 
of the main wheel tyre for the 
Boeing 747 Jumbo jet. 


RESEARCH AND DEVELOP- 
MENT 


Research and development arc 
of the highest importance in a 
technology-based industry like 
ours, and backed by the supply 
of technology fiom our U.K. 
Associates. your Company’s 
technical development depart¬ 
ments enable us to introduce new 
and better products, and to im¬ 
prove on our already excellent 
achievements in the field of im¬ 
port substitution and exports. 

The know-how from our U.K. 
Associates is provided under a 
Technical Aid Agreement. At 
the end of 1969, this Agree¬ 
ment was terminated by Govern¬ 
ment who requested us to re¬ 
negotiate a new Agreement. We 
submitted our proposals for the 
new Agreement and Government 
approval is awaited. 

It will interest you to know that 
Dunlop U.K.'s expenditure on re¬ 
search and development exceeds 
the equivalent of Rs. 15 crores 
per annum, and their recent union 
with Pirelli, Italy, permits Dunlop 
India, at no extra cost, to avail 
of the added benefits of research 
and development by Pirelli, 
whose expenditure is also in the 
region of Rs. 15 crores per an¬ 
num. To remain competitive by 
international standards, research 
and development on this huge 
scale have become essential and, 
needless to say, a company of 
the size of Dunlop India cannot 
possibly afford expenditure of this 
magnitude. It is not only econo¬ 
mical but essential for your 
Company to continue to purchase 
technical know-how to ensure 
that we do not fall behind inter¬ 
national standards which 1, would 
submit, is a matter of national 
interest. The advantages are not 
only in terms of product quality 
and performance, which are vital 
to maintain exports, but just as 
important to ensure that there is 
the most economic use of scarce 
raw materials. 

However, your Company is 
keenly aware of the need to re¬ 
duce reliance on external techni¬ 
cal assistance, and, in fact, spent 


approximately Rg. 30 lakhs on 
local development activities in 
1971. The new proposed Techni¬ 
cal Aid Agreement reduces the 
number of products for which 
technical assistance needs to be 
continued, thereby minimising 
foreign exchange outgoings. 

The most important products 
now excluded are cycle tyres and 
tubes, for which we are establish¬ 
ing a Research and Development 
Centre at our Ambattur factory. 
This Centre will not only assume 
responsibility for exporting know¬ 
how to Dunlop Comanies all 
over the world but will also en¬ 
able us to sell know-how to 
other manufacturers overseas. 
Your Company will thus earn 
additional foreign exchange. 

We continue to make every effort 
to maximise the use of indigen¬ 
ous raw materials and provide all 
possible assistance to local manu¬ 
facturers for the development of 
new indigenous sources of supply. 
As a result of these efforts, our 
imported raw materials have been 
reduced from 11.3% of total re¬ 
quirements in 1966 to 6.2% in 
1971. 

A similar effort has been made 
by us in persuading the major 
international equipment manu¬ 
facturers to commence operations 
in India and in encouraging the 
development of indigenous tyre 
manufacturing equipment . For 
example we have pluyed a large 
part in persuading McNeill's of 
USA to manufacture Bag-o- 
Mutic tyre moulding presses in 
India. Production is expected to 
commence in the next year or two 
and another major step will then 
have been taken towards self- 
reliance. 

COSTS 

Tlie inflationary trend in prices 
of indigenous raw materials con¬ 
tinued during 1971 . Apart from 


higher excise duties price increases 
were particularly high in the case 
of synthetic rubber, cotton tex¬ 
tiles, and steel. Prices of imported 
raw materials have also increased 
following the imposition of higher 
import duties in December 1971 
and March 1972 and the realign¬ 
ment of exchange parities. 

The cost of wages, salaries and 
dearness allowance has also in¬ 
creased considerably over the 
previous year. 

To compensate for the direct 
cost increases incurred since No¬ 
vember 1968, when automotive 
tyre selling prices were last in¬ 
creased, the Tyre Industry app¬ 
roached Government for an in¬ 
crease in automotive tyre prices 
early in 1971. This request has 
now been referred to the Bureau of 
Industrial Costs and Prices for 
investigation. In the meantime, 
we are compelled to absorb these 
and any further cost increases. 

Taxation 

The full impact of the reduced 
rates of development rebate was 
felt from 1971. The 1971 Budget 
introduced further increases in 
the incidence of taxation, the 
most important being the with¬ 
drawal of relief on profits of a 
number of priority industries, 
of which your company was one. 
In December 1971, a surcharge of 
2i% on corporation tax was 
levied as an emergency mea¬ 
sure and this has been in¬ 
creased in the 1972 Budget to 5%. 
These changes will result in a 
steep increase in the burden of 
your company's taxation. 

Furthermore, the announce¬ 
ment of the proposed total with¬ 
drawal of development rebate 
from May, 1974 is likely to be¬ 
come a disincentive to indust¬ 
rial investment, particulrly in the 
case of capital intensive projects, 
unless relief in an alternative form 


k granted to offset the increase 
in the tax burden. 

PROFIT & LOSS ACCOUNT 

AND BALANCE SHEET 

The main features of the fin¬ 
ancial results for 1971 have been 
coveted in the Ajinual Report, 
but there are several points that 
I would like to make. 

We have always maintained 
that an important yardstick in 
considering profits is the percen¬ 
tage of profit, before interest and 
tax charges, to sales. Since 1969, 
this ratio has been declining In 
spite of a steady increase in sales 
volume, and in 1971 the ratio was 
7.4% compared with 9.1% in 
the previous year. The mqjor 
reason for this is that selling prices 
for automotive tyres and tubes 
have not been increased since 
November, 1968, although prices 
of major row materials, services 
and also employee costs have risen 
substantially during (his period. 
The result of these cost increase 
is that whilst the Company's total 
income hits increased in J971 by 
approximately Rs. 10 crores, 
profit before tax has reduced by 
approximately Rs. 1 crore. 

Although much lias been achiev¬ 
ed by way of cost economy, im¬ 
proved operating efficiency and 
reduced working capital tie-up, 
a fairly rapid growth in produc¬ 
tion volume and turnover is 
essential if selling prices are to 
be contained and a reasonable 
level of profit scurncd. 

As you will see from the ac¬ 
counts, profit before tax amoun¬ 
ted to Rs. 6.04 crores compared 
with Rs. 7.04 crores in 1970, 
After providing for taxation and 
Development Rebate Reserve, the 
balance of profit amounted to 
Rs. 3.17 crores. The taxation 
charge for 1971 is actually lower 
than it was in 1970, due to 
the commissioning of the new 
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dividends absorbed Rs. 4.6 lakhs 
and your Directory propose to 
maintain the Ordinary dividend 
At Rs. 2 per share absorbing Rs 
RSr Icrpret, the same as for 1970, 
retaining the balance amounting 
to Rs. 1,12,48,000 by transferring 
this to General Reserve. 


Capital expenditure for the year 
was Rs. 6.03 crores compared 
with Rs. 3.20 crores in 1970. 
The expenditure during the year 
includes the implementation of 
the expansions at the Ambattur 
factory. 


A reappraisal of the effective 
working life Of your Company's 
fixed assets was carried out dur¬ 
ing the year Based on this study, 
the rates of depreciation appli¬ 
cable to various categories of 
assets were revised on 1st Ja¬ 
nuary, 1971. with retrospective 
effect. The cumulative adjust¬ 
ment arising out of this revision 
amounted to Rs. 65.95 lakhs and 
this amount has been transferred 
from depreciation account to 
Capital Reserves. 


In order to finance the sterling 
requirements and also the balance 
of the rupee cost of the company’s 
recent expansion, it was decided 
with your approval at the last An¬ 
nual General Meeting, to raise 
approximately Rs. 2 crores by 
way of an issue of 15,00,000 Ordi¬ 
nary Shares at a premium of Rs. 
4 per share to members in the 
ratio of three new Ordinary 
Shares for every 20 Ordinary 
Shares held. The proceeds of the 
proposed issue will be Rs. 2.1 
crores. The amount payable by 
Dunlop Holdings Untiled, U. K. 
is approximately Rs 1.08 


crores 6f which Re. 1.04 crores 
will be met by set off against 
the stealing loan made avail¬ 
able by them. Government 
approval to this issue is awaited. 

PERSONNEL 

It has always been your Com¬ 
pany's firm belief that a properly 
trained and contented labour 
force is its biggest asset. We have 
therefore adopted progressive 
labour relations policies and conti¬ 
nuously worked towards improv¬ 
ing the conditions of service of 
all employees. 

Consistent with this policy, 
it has been your Company's prac¬ 
tice to negotiate long term agree¬ 
ments, which help to ensure un¬ 
interrupted production and in¬ 
dustrial peace during the opera¬ 
tional period of the agreements. 
In 1971, we concluded negotia¬ 
tions and signed a new four year 
agreement covering the personnel 
at the Head Office as well as the 
District and Sub-District Offices 
throughout the country. 

Negotiations for a new agree¬ 
ment for the production opera¬ 
tives and staff at the Sahaganj 
factory arc still continuing in an 
environment of industrial peace. 

The agreement covering our 
employees at the Ambattur fac¬ 
tory expired at the end of 1971 
and negotiations for a new agree¬ 
ment were started. However, lam 
sorry to have report that while 
negotiations were still continuing 
at tripartite level, the Union at 
the Ambattur factory disregard¬ 
ing the advice of the Government 
Labour Department, took the law 
into their own hands thereby dis¬ 
rupting production and creating 


indiscipline. As a consequence 
of this, in the interests of security 
of personnel and plant, the Ma¬ 
nagement was compelled to dec¬ 
lare a lock-out until normal work¬ 
ing conditions are assured. We 
are keeping the door open for 
negotiations and it is to be hoped 
that the appropriate climate for 
the resumption of full produc¬ 
tion will soon be restored. 

Your Company’s programmes 
for training and development of 
personnel at all levels continued 
to imke good progress during 
1971. A large number of em¬ 
ployees attended Company courses 
as well as courses organised by 
outside professional bodies. 


FUTURE PROSPECTS 

1 have already referred to your 
Company's plans for expansion 
and diversification of its manu¬ 
facturing activites. However, 
a point that disturbs me is that 
we continue to be regarded as a 
dominant undertaking under 
the Monopolies & Restrictive 
Trade Practices Act. As you 
know, a company is deemed 
to be dominant in any product if 
its average production of that 
item over the last three years was 
one third or more of the total in¬ 
dustry production. Atlhough 
your Company’s shacr of the total 
automotive tyre industry output 
in the last three years has been 
somewhat in excess of onc-third, 
this is so only because we have 
implemented licenced expansions 
quickly and because during this 
period, our factories have work¬ 
ed peacefully. In fact, your Com¬ 
pany’s share of total licensed 
capacity is only 25% which re¬ 
duces to 16% if all Letters of 
Intent that arc presently valid 


are included. Your Company' 
which has produced to full li¬ 
censed capacity because it has 
taken energetic steps to imple¬ 
ment its expansions quickly, 
would not be considered domi¬ 
nant if the future position rather 
than past production were taken 
into account. 

I would like to site a specific 
case, directly affecting your Com¬ 
pany, where the Monopolies & 
Restrictive Trade Practices Act 
could operate against the national 
interest. Dunlop India is the sole 
producer in India of aircraft 
tyres and tubes. Consequently, 
under the Act, it could be satd 
that your Company is monopolis¬ 
tic for tJtcse products. It would 
be unfortunate if this were the 
case as our pioneenring efforts 
have resulted in self-sufficiency 
for these vital products for the 
counttry’s military and civil air¬ 
craft. 

I have every confidence that 
Government will increasingly take 
a more realistic view of issues 
such as ’’dominance” when consi¬ 
dering expansion applications and 
will allow growth to companies 
such as Dunlop India, which are 
making significant contributions in 
vital sectors of the national eco- 
nomy. such as road transport, 
agriculture, industry. Defence 
and exports. 

In conclusion, I should like to 
thank all our employees for the 
efforts they made during 1971 and 
particularly for the special en¬ 
deavour during tlte national 
emergency 

Note: This docs not purport to be 
a record of the proceedings 
of the Annual General 
Meeting. 


PUBLIC NOTICE 

This is for public information that M/s Modi Spinning 
& Weaving Mills Co. Ltd., Modinagar has made an appli¬ 
cation on 13th March, 1972, under Section 23 (4) of the 
Monopolies & Restrictive Trade Practices Act, 1969 to the 
Department of Company Law Affairs, Government of 
India for making an investment upto Rs 65 lacs (Rupees 
sixty five lacs) in the equity capital of the Modi Rubber Ltd., 
Modinagar. 

Any person interested in this, may make representation 
to the Secretary, Department of Company Law Affairs, 
Government of India within a fortnight of this publication. 

For Modi Spg. & Wvg. Mills Co. Ltd., 
K. N. MODI 

14th March, 1972 DIRECTOR 


PUBLIC NOTICE 

This is for public infonnation that M/s. Modipon Limited, 
Modinagar has made an application on 13th March, 1972 
under Section 23 (4) of the Monopolies & Restrictive Trade 
Practices Act, 1969 to the Department of Company Law 
Affairs, Government of India for making an investment 
upto Rs. 75 lacs (Rupees seventy five lacs) in the equity 
capital of the Modi Rubber Limited, Modinagar. 

Any person interested in this, may make representation to 
the Secretary, Department of Company Law Affairs, 

Government of India within a fortnight of this publica¬ 
tion. 

FOR MODIPON LIMITED 

K. K. MODI 
DIRECTOR 
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RECORDS AND STATISTICS 

Wholesale Prices 


The wholesale prices as 
measured by the official 
index (with the year ended 
March, 1962—100) rose by 
2.2 per cent to 190.0 in 
January, 1972 as against 
186.0 for December, 1971. 
The index for January, 
1972 was higher by 3.7 
per cent when compared to 
183.3 for January, 1971. 
The rise in the All Commo- 
ties index during January 
1972 was shown by an ad¬ 
vance in almost all the 
constituent groups except 
‘Chemicals’ which declined 
by 1.0 per cent to 199.5. 
The rise in the other groups 
was of the following order: 

‘Food Articles’ (+2.8 per 
cent to 210.1), ‘Liquor & 
Tobacco' (+1.6 per cent 
to 201.8) Fuel, Power, 
Light ft Lubricants (+0.1 
per cent to 174.7), Indust¬ 
rials Raw Materials’ (+3.1 
per cent to 190.5), Machi¬ 
nery ft Transport Equip¬ 
ment (+ 0.2 per cent to 
162.0) and Manufactures 
( + 1.8 per cent to 171.1). 

food articles 

The index for ‘Cereals’ 
Sub-group moved up by 2.6 
per cent to 204.7 due to a 
rise in the prices of all the 
cereals except jowar which 
remained unchanged. Enha¬ 
nced prices of all the pulses 
(except arhar which fell), 
pushed up the index for the 
sub-group by 3.0 percent to 
294.5. The index for ‘Food 
grains’ rose by 2.6 per cent 
to 221.0. At this level the 
index for ‘Food grains’ was 
also higher by 9.0 per cent 
when compared to that of a 
year ago. The index for 
‘Fruits ft Vegetables’ ad¬ 
vanced by 3.6 per cent to 
184.7 due to a rise in the 
prices of oranges and bana¬ 


nas. Owing to a rise in the 
prices of milk, the sub¬ 
group index for ‘Milk ft 
Milk Products’ went up 
by 1.8 per cent to 214.8. 
Higher prices of groundnut 
oil, gingelly oil and vanas- 
pati raised the sub-group 
index for ‘Edible Oils’ by 
2.5 percent to 201.1. The 
prices of coconut oil, how¬ 
ever, declined. The sub¬ 
group index for ‘Fish, Eggs 
ft Meat’ declined sharply 
by 18.0 per cent to 202.8 
due to a fall in the prices 
of eggs and fish. The index 
for ‘Sugar ft Allied Pro¬ 
ducts’ recorded a rise of 
11.9 per cent to 231.7 
due to a rise in the prices 
of sugar, gur and khandsari. 
A rise of 3.3 per cent to 
161.3 in the sub-group index 
for ‘Other Food Articles’ 
was caused by higher prices 
of all the commodities. 

liquor ft tobacco 

The index for ‘Liquor ft 
Tobacco group moved up 
by 1.6 per cent to 201.8 
due to a rise in the prices 
of tobacco raw. 

fuel, power, light, lubri¬ 
cants 

The index for this group 
stood at 174.7 as against 
174.6 for the previous 
month. The prices of coke 
moved upwards during the 
month. 

industrial raw materials 

Higher prices of all the fi¬ 
bres (except coir fibre which 
stood stationary) pushed 
up the index for‘‘Fibres*' 
sub-group by 5.8 per cent 
to 180.9. In the case of the 
Oilseeds sub-group, the 
prices of groundnuts, lin¬ 
seed, gingelly seed, rapeseed 
and cottonseed moved up 


Index Numbers of Wholesale Prices bp Groups ft 
Sub-groups of Commodities 

" (Base: 1961-62=100) 

Group and Jan. Dec. Jan. Percentage 

Sub-group 1972 1971 1971 Change 


Jan. Jan. 
1972 1972 


Dec. Jan. 
1971 1971 


Food articles 

210.1 

204.3 

201.1 


-2.8 

- 

-4.5 

Foodgrains 

221.0 

215.3 

202.7 

- 

-2.6 

- 

-9.0 

Cereals 

204.7 

199.6 

192.9 

- 

-2.6 

- 

-6.1 

Pulses 

294.5 

285.8 

246.8 

- 

-3.0 

► 

-19.3 

Fruits ft vegetables 
Milk ft mitk 

184.9 

178.4 

186.6 

- 

|-3.6 

—0.9 

Products 

214.8 

211.0 

210.5 

+1.8 

+2.0 

Edible oils 

201.1 

196.1 

234.0 

+2.5 

— 

-14.1 

Fish eggs ft meat 
Sugar ft allied 

202.8 

247.2 

215.5 

— 

18.0 

— 

-5.9 

products 

231.7 

207.0 

175.2 +11.9 

+32.2 

Others 

161.3 

156.2 

181.1 

+3.3 

— 

10.9 

Liquor ft tobacco 
Fuel, power, 

201.8 

198.6 

184.6 

+1.6 

+9.3 

light ft lubricants 
Industrial raw 

174.7 

174.6 

162.9 

+0.1 

+7.2 

materials 

190.5 

184.8 

206.3 

- 

-3.1 

— 

-7.7 

Fibres 

180.9 

171.0 

199.5 

- 

1-5.8 

— 

-9.3 

Oilseeds 

208.7 

203.4 

233.0 

- 

H2.6 

— 

10.4 

Minerals 

141.5 

141.1 

135.2 

- 

1-0.3 

- 

1-4.7 

Others 

174.5 

174.0 

170.0 

- 

-0.3 

- 

r-2.6 

Chemicals 

Machinery and 
transport 

199.5 

201.5 

189.7 


-1.0 


r 5.2 

equipment 

162.0 

161.7 

150.4 

"1 

1-0.2 

- 

-7.7 

Electrical machinery 

162.8 

162.8 

148.9 


— 

- 

-9.3 

Non-electrical 

Transport 

170.5 

169.7 

158.6 

-j-0.5 

•• 

1-7.5 

equipment 

146.2 

146.1 

136.9 

+0.1 

+6.8 

Manufactures 

Intermediate 

171.1 

168.1 

161.5 

+1.8 

+5.9 

products 

204.1 

195.6 

188.7 

- 

-4.7 

J 

i 

-8.2 

Finished products 

163.1 

161.5 

155.0 

- 

1-1 -0 

-1 

-5.2 

Textiles 

169.6 

168.0 

160.5 

- 

H.o 

- 

-5.7 

Cotton mfrs 

162.9 

162.9 

157.0 


— 


-3.8 

Jute mfrs 

Silk and rayon mfrs 
Woollen mfrs 

Coir mats & 
mattings 

202.0 

129.0 

194.1 

175.8 

194.2 

128.5 

194.1 

175.8 

182.0 

120.7 
182.0 

175.8 

- 

*T O ! 1 

+11.0 

+6.9 

+6.6 

Metal products 
Non-metallic 

182.7 

178.0 

166.2 

+2.6 

+9.9 

products 

152.8 

152.0 

145.0 

- 

H>.5 

- 

-5.4 

Chemical products 

150.5 

150.1 

149.6 

- 

1-0.3 

- 

-0.6 

Leather products 

98.0 

98.0 

92.1 


— 

H 

-6.4 

Rubber pro-ducts 

157.3 

157.3 

155.4 


— 


-1.2 

Paper products 

135.7 

135.7 

124.7 


— 

- 

-8.8 

Oil cakes 

185.9 

185.1 

193.5 

+0.4 

- 

-3.9 

Misc. products 

All Commodi- 
moditles 

123.9 

123.8 

122.9 

+0.1 

+0.8 

190.0 

186.0 

183.3 

+2.2 

+3.7 


Source: Office of the Economic Adviser, Ministry of In¬ 
dustrial Development. 
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while those! of castorseed 
and eo)M declined conse¬ 
quently the . index for this 
sub-group recorded a rise 
of 2.6 per cent to 208.7. 
The sub-group index for 
Minerals rose by 0.3 per 
cent to 141.5. The sub¬ 
group index for • ‘Other 
Industrial Raw Materials’ 
advanced by 0.3 per cent 
to 174.5. 

chemicals 

The index for ‘Chemicals’ 
group declined by 1.0 per 
cent to 199.5 due to a fall 
in the prices of sodium- 
hydrosulphite and copper 
sulphite. 

machinery and transport 
equipment 

The sub-group index for 
‘Eelectrical Machinery’ re¬ 
mained unchanged at its 
earlier month’s level of 
162.8. The sub-group index 
for ‘Non-electrical Machi¬ 
nery’ however advanced 
by 0.5 per cent to 170.5. 
The index for ‘Transport 
Equipment’ stood at 146.2 
as against 146.1 due to a 
rise in the prices of 
cycles. 

Intemerdiate products 

The index for ‘Interme¬ 
diate Products’ moved up 
by 4.3 per cent to 204.1 ow¬ 
ing to an increase in the 
prices of cotton yarn, rayon 
yam, leather, semis (billets), 
zinc, bran sheets, copper 
sheets, lead and linseed 
oil. The prices of tin block 
however declined. 

finished products 

Higher prices of Jute 
Manufactures (4-4.0 per 
cent to 202.0) and Silk & 
Rayon Manufactures (4*0.4 
per cent to 129.0) raised 
the sub-group index for 
‘Textiles* by 1.0 per cent 
to 169.6. The index for 
‘Metal Products’ sub-group 
advanced by 2.6 per cent to 
182.7 due to an increase in 
the prices of all the items 
under this sub-group. The 


sub-group index for ‘Non- 
MetaHlc Products* moved 
tV by 0.5 per cent to 152.8 
on account of a rise in the 
prices of cement and pottery 
goods, although the prices 
of bricks, tiles and glass 
manufactures declined. The 
sub-group index for ‘Chemi¬ 
cals Products* went up by 


0.3 per cent to 150.5 due 
to lugber prices of dying 
tmatjinalc and essential oils. 
The indices for Leather Pro¬ 
ducts’ ‘Rubber Products’ and 
'Paper Products’ stood sta¬ 
tionery at their last month’s 
levels of 98.0, 157.3 

and 135.7 respectively. The 
sub-group index for ‘Oil 


Cakes* advanced by 0.4 per 
cent to 185.9. The index 
for ‘Miscellaneous Pro¬ 
ducts’ moved up slightly 
from 123.8 in the outgoing 
month to 123.9. On the 
whole the index for ‘Fiaahed 
Products* moved up by 1.0 
per cent to 163.1 during 
the month under review. 



*'<!» PERFORMANCE • 


PRODUCTION M 

1971-72 mm iiph 

RS. 32.76 CHORES 

An Increase of more than RS. 5 CHORES 
over 1970-71 output 

PRODUCTION SINCE INCEPTION 

RS. 158 CR0RES Major Accomplishments Include: 

Completely equipped & Commissioned 
*Three Hydro power stations 
•Two Thermal power stations 
*0ver 230 diesel electric locomotives 
'Three out of every four suburban 
trains operating in Calcutta area 
*0ne out of every four suburban trains 
operating in Bombay area. 

And supply of 

'Main Steam Turbines for propelling 
Indian Navy Warships 
*1,20,000 KW Steam Turbina Generator. 

HEAVY ELECTRICALS (INDIA) LIMITED 

BHOPAL 

(A G«n 1. of Indit UfldwtaklRD) 
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Reserve Bank of India 

(Rs crores) 



April 

1972 

A week A month A year 
ago ago ago 

Issue Deportment 

Notes held in banking 
department 

13.26 

18.13 

18.19 

4.83 

Notes in circulation 

4768.43 2724.68 

4724.68 

4360.99 

Total notes issued 

4781.70 46SS.31 

4742.87 

4365.82 

Gold coin and bullion 

182.53 

182.53 

182.53 

182.53 

Foreign securities 

238.65 

238.65 

238.65 

273.42 

Rupee coin 

33.23 

36.27 

33.85 

47.17 

Government of India 
rupee securities 

4327.28 

4197.85 

4287.84 

3862.69 

Banking Deportment 
Deposits of central go¬ 
vernment 

244.86 

214.86 

188.13 

352.20 

Deposits of state govern¬ 
ments 

2.04 

4.96 

10.17 

4.21 

Deposits of Banks 

Other deposits 

Other liabilities 

200.32 

295.70 

246.14 

204.39 

114.69 

110.09 

95.22 

86.17 

1015.71 

1063.67 

948.01 

680.02 

Total liabilities or assets 

1577.63 

1689.27 

1487.67 

1326.98 

Notes and coins 

13.34 

18.26 

18.29 

4.88 

Balance held abroad 

174.76 

182.17 

187.00 

83.34 

Loans and advances 

State governments 

717.53 

625.20 

494.17 

456.57 

Scheduled commercial 
• banks 

80.55 

207.45 

187.49 

270.26 

State co-operative banks 

305.65 

323.26 

337.31 

289.11 

Other loans and advances 88.46 

88.23 

84.65 

41.70 

Bills purchased and dis¬ 
counted 

54.06 

11.16 

54.62 

20.29 

Investments 

94.92 

87.32 

80.09 

113.33 

Other assets 

48.38 

46.22 

44.06 

47.50 


Scheduled C o mm er ci al Banks 

(RS CTMSS) 



April 

1972 

A week 
ago 

A month A year 
ago ago 

1. Demand deposits*' 

3119.27 

3062.88 

2974.95 

2619.88 

2. Time deposits* 

4015.00 

3990.83 

3986.91 

3333.19 

3. Aggretate deposits* 

7134.27 

7053.71 

6961.86 

5953.07 

4. Cash 

182.25 

179.76 

175.34 

166.89 

5. Balances with Re- 





serve Bank 

226.02 

259.41 

229.63 

198.77 

6. Cash and balances 





with Reserve Bank 

408.27 

439.17 

404.97 

365.66 

7. Borrowings from 





Reserve Bank 

80.55 

207.45 

187.49 

270.26 

8. Investments in go¬ 





vernment securities 

1701.35 

1651.74 

1650.22 

1359.33 

9. Advances 

4177.16 

4179.11 

4127.62 

3753.39 

10. Bills urchased and 




t* 

discounted 

1033.48 

1043.14 

1033.19 

993.94 

Inland bills 

810.52 

821.20 

811.17 

782.50 

Foreign bills 

222.96 

221.94 

222.02 

211.44 

11. Total bank credit 

5210.64 

5222.25 

5160.81 

4747.34 

12. Percentage of 





(6) to (3) 

5.72 

6.23 

5.82 

6.14 

(8) to (3) 

23.85 

23.42 

23.70 

22.83 

01) to (3) 

73.04 

74.04 

74.13 

79.75 


♦Excluding inter-bank borrowings 


Source: Reserve Bank of India 


Index Numbers of Security Prices (Base: 1961-62=sl00) 


1971 1972 


Week ended 

April 10 

March 11 

March 18 March 25 

April 1 

April. 8 

Govemmesat and Semi-Government Securities, All-India, Total 

97.8 

97.6 

97.6 

97.6 

97.6 

97.6 

Government of India 

97.2 

96.9 

96.9 

96.9 

96.9 

96.9 

State governments 

100.3 

100.4 

100.4 

100.3 

100.3 

100.3 

Semi-government Institutions 

100.6 

101.3 

101.3 

101.3 

101.3 

100.9 

Debentures-All India 

93.1 

92.6 

92.6 

92.6 

92.6 

92.6 

Preference Shares-All his 

85.6 

82.8 

82.3 

82.4 

82.5 

82.7 

Variable Dividend Industrial Securities, All-India, Total 

100.2 

94.2 

94.1 

96.0 

96.1 

96.7 

Agricultural and Allied Activities 

88.4 

87.4 

87.0 

87.1 

87.0 

87.0 

Mining and Quarrying 

54.4 

46.9 

45.0 

45.2 

45.4 

45.8 

Processing and Manufacturing: Total 

97.0 

91.2 

91.2 

93.8 

93.6 

94.2 

Foodstuffs, Textiles 

82.0 

76.9 

77.1 

79.3 

79.9 

80.4 

Metals, Chemicals, etc. 

102.8 

95.6 

95.1 

97.3 

97.7 

98.5 

Others 

125.5 

121.7 

122.2 

123.4 

123.0 

123.2 

Other Industries 

123.4 

116.7 

117.0 

118.3 

117.0 

117.9 

Financial 

130.8 

115.2 

115.6 

115.5 

115.8 

115.8 

Variable Dividend Industrial Securities—Regional 

Bombay 

113.3 

102.0 

101.7 

104.0 

103.6 

104.3 

Calcutta 

95.2 

94.7 

94.8 

96.5 

97.1 

98.0 

Madras 

88.0 

84.1 

84.0 

84.3 

84.3 

84.4 

Ahmedabad 

80.0 

68.7 

68.9 

71.9 

72.8 

72.7 

Delhi 

113.3 

104.6 

102.1 

102.1 

101.9 

101.7 


Source: Reserve Bank of India 
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Item 


1970 


General Index: 

Seasonally adjusted 180.8 

Crude 180.8 

Mining and quarrying 149.0 

Manufacturing 174.7 

Food manufacturing 
industries 157.5 

Sugar factories and re¬ 
fineries 165.3 

Vanaspati 154.4 

Tea 128.4 

Coffee curing 129.3 

Cigarette manufacturing 168.0 

Manufacturing of textiles 109.7 
Spinning, weaving and 
finishing of cotton textiles 111.8 
Cotton spanning 127.0 

Weaving of cotton textiles 92.7 
Spinning, weaving and 

nishing of woollen textiles 161.6 
Spinning, weaving and 
finishing of Jute 

manufactures 85.1 

Manufacture of paper 
and paper products 216.2 
Manufacturing of paper 217.4 
Manufacturing of lea¬ 
ther and fur products 65.3 
Manufacture of rubber 
products 215.7 

Manufacture of chemi¬ 
cals and chemical products 236.5 
Basic industrial chemi¬ 
cals including fertilizers 332.2 
Heavy organic chemicals 287.7 


likhm Numburs of Industrial Production 


1971* 

May June July 


183.2 

186.1 

185.7 

179.0 

182.7 

187.3 

155.1 

150.4 

N.A. 

170.4 

176.9 

180.6 

136.0 

149.4 

155.2 

65.2 

17.3 

9.6 

167.4 

164.5 

154.2 

128.9 

194.1 

221.0 

283.4 

202.1 

167.9 

178.5 

188.2 

197.7 

103.9 

104.2 

113.6 

102.9 

103.7 

110.8 

114.7 

115.2 

124.3 

88.0 

89.3 

93.9 

147.0 

152.1 

191.6 

92.1 

94.2 

103.5 

228.7 

218.4 

224.1 

230.6 

224.0 

230.4 

49.9 

63.7 

56.6 

190.3 

216.5 

248.5 

239.9 

247.9 

261.3 

361.1 

385.4 

386.4 

291.3 

298.8 

284.4 


Base I960--100 


Item 

19 



1971* 


'70 May 

June 

July 

Heavy inorganic chemicals 

337.4 

341.3 

347.4 

347.9 

Synthetic resins and plastics 

194.4 

231.6 

221.0 

198.0 

Synthetic fibres 

230.7 

256.1 

260.6 

274.2 

Dyestuffs and dyes 

195.6 

193.7 

173.9 

168.9 

Manufacture of fertilisers 
Manufacture of paints. 

668.7 

649.3 

787.7 

807.7 

varnishes and lacquers 

115.2 

120.5 

117.5 

113.0 

Fine pharmaceutical chemical 156.6 

156.8 

156.7 

156.8 

Petroleum refinery products 
Manufacture of non- 

297.3 

337.4 

310.7 

315.9 

metallic mineral products! 
Manufacture of cement 

189.1 

212.8 

203.6 

205.6 

(hydraulic) 

177.9 

187.6 

169.7 

192.2 

Basic metal industries 

205.5 

200.5 

193.8 

208.7 

Iron and steel basic industries 187.8 

177.5 

169.4 

184.1 

Aluminium manufacturing 

508.7 

557.4 

558.1 

591.8 

Manufacture of metal produc 219.0 
Manufacture of machinery 

269.1 

297.1 

234.8 

except electrical machinery 369.5 
Manufacture of indust- 

314.9 

353.4 

352.6 

rial machinery 
Manufacture of elect- 

120.6 

82.0 

95.7 

77.4 

rical machinery 

362.7 

398.1 

424.8 

395.3 

Manufacture of batteries 
Manufacture of trans- 

232.3 

226.9 

244.1 

?54.3 

port equipment 

132.0 

107.5 

120.6 

121.3 

Manufacture motor vehicles 

157.8 

149.4 

157.0 

167.5 

Motor cycles and bicycles 
Manufacture of motor 

266.5 

273.7 

275.4 

297.8 

cycles & scooters 
Manufacture of bicycles 

603.2 

N.A. 

N.A. 

N.A. 

and tricycles 

194.9 

198.3 

196.7 

214.5 

Electricity generated 

334.0 

357.9 

343.3 

N.A. 


tExcept products of petroleum and coal. *Provisional. 


Source: C.S.O. 


Money Supply with the Public (Rs lakhs) 

Deposit money with the public 


Last Friday 

Money supply 

Total currency 
with the public 

Total 

Net demand 
deposits of 
banks* 

Other deposits 
with Reserve 
Bank 

Total variations 
in 

money supply 

1951-52 

1,848,18 

1,285,51 

562,67 

544,85 

17,82 

— 

160.03 

1955-56 

2,216,95 

1,571,01 

645,94 

636,90 

9,04 

- 

-262,16 

1960-61 

2,868,61 

2,098,05 

770,56 

757,10 

13,46 

- 

-199,16 

1965-66 

4,529,39 

3,034,28 

1,495,10 

1,478,38 

16,72 

- 

-449,11 

1966-67 

4,949,96 

3,196,80 

1,753,16 

1,711,75 

41,41 

- 

[-420,57 

1967-68* 

5,350,07 

3,376,08 

1,973,99 

1,917,66 

56,32 

- 

-400.11 

1968-69* 

5,779,25 

3,681,97 

2,097,28 

2,016,41 

83,88 

- 

-429,18 

1969-70 ,> 

6,386,54 

4,010,34 

2,376,20 

2,318,30 

57,90 

- 

r 607 29 

1970-71* 

7,136,32 

4,379,67 

2,756,65 

2,712,82 

43,83 

- 

1-749,78 

January 1971 

6,946,31 

4,259,01 

2,687,29 

2,628,46 

2,947,89 

58,83 

- 

1-151,88 

November „ 

7,486,67 

4,490,09 

2,996,58 

48,69 


+40,33 

December „ 

9,702,99 

4,567,17 

3,135,81 

3,069,80 

66,02 


1-216,32 

January 1972 

7,809,35 

4,708,29 

3,101,06 

3,037,45 

63,61 

1-106,36 

February „ 

7,895,00 

4,781,00 

3,114,00 

3,057,00 

57,00 


--[-86,35 

March „ 

8,054,00 

4,80,300 

3,251,00 

3,171,00 

80,00 

-1 

1-159,00 


*Provisiona! Source: Reserve Bank of India 
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Consumer Prlcelndex Numbers for Industrial Workers 


(Base: 1960=100) 

j.. ...— 


1970 1971* 


Centre 

1965-66 

1966-67 

196748 

1968-69 

1969-70 1 

970-71- 

Dec 

July 

Aug. 

Sep. 

Oct. 

Nov. 

Dec. 

All India 




174** 

177 

186 

186 

190 

194 

196 

196 

197 

195 

Ahmedabad 

130 

148 

i68 

165 

169 

176 

177 

178 

181 

183 

182 

186 

184 

Alwaye 

145 

148 

183 

198 

197 

198 

197 

200 

203 

204 

204 

206 

210 

Asansol 

140 

145 

168 

176 

178 

189 

190 

192 

196 

198 

199 

199 

195 

Bangalore 

144 

159 

172 

180 

183 

196 

190 

192 

193 

197 

197 

199 

197 

Bhavnagar 

132 

152 

173 

176 

178 

186 

185 

188 

193 

195 

196 

195 

199 

Bombay 

130 

147 

164 

167 

175 

182 

183 

189 

190 

192 

193 

194 

191 

Calcutta 

131 

148 

163 

170 

172 

182 

185 

184 

189 

194 

198 

200 

193 

Coimbatore 

132 

144 

151 

147 

154 

164 

167 

174 

178 

178 

177 

180 

184 

Delhi 

136 

152 

172 

178 

185 

199 

202 

211 

216 

215 

213 

218 

211 

Dighboi 

138 

160 

198 

185 

180 

189 

195 

186 

191 

192 

191 

191 

190 

Gwalior 

139 

160 

191 

179 

184 

191 

186 

197 

200 

201 

201 

200 

198 

Howrah 

137 

154 

178 

181 

176 

186 

189 

187 

189 

194 

200 

201 

196 

Hyderabad 

140 

158 

167 

173 

185 

189 

191 

192 

195 

199 

200 

200 

197 

Jamshedpur 

136 

158 

183 

171 

170 

183 

181 

191 

191 

191 

191 

192 

186 

Madras 

134 

144 

151 

150 

160 

170 

174 

180 

182 

183 

185 

187 

188 

Madurai 

128 

142 

146 

148 

160 

177 

183 

190 

193 

200 

194 

197 

196 

Monghyr 

151 

187 

215 

185 

188 

204 

199 

204 

211 

211 

213 

209 

202 

Mundakayam 

138 

152 

173 

186 

191 

197 

196 

194 

202 

204 

200 

204 

206 

Nagpur 

138 

148 

164 

166 

176 

187 

191 

189 

193 

194 

194 

196 


Saharanpur 

141 

163 

188 

176 

181 

186 

184 

192 

193 

195 

194 

198 

■200 

Sholarpur 

128 

150 

165 

167 

176 

185 

187 

197 

203 

206 

204 

201 

207 


♦Provisional ** Average for eight months for August 1968 to March 1969. Source: Labour Bureau, Govt, of India 


Consumer Price Index Numbers for Urban Non-Manual Employees 

s 

(Base: 1960= 100) 


1970 1971* 

Centre 1965-66 1966-67 1967-68 1968-69 1969-70 1970-71- - 

Dec. June July Aug. Sept. Oct. Dec. 


All India 

132 

146 

159 

161 

167 

174 

175 

178 

181 

183 

183 

183 

182 

Bombay 

Delhi-New Delhi 

132 

142 

153 

156 

162 

168 

168 

173 

173 

174 

174 

174 

171 

131 

142 

154 

162 

168 

174 

173 

179 

182 

181 

181 

180 

180 

Calcutta 

t26 

139 

152 

156 

162 

170 

171 

174 

177 

179 

179 

179 

175 

Madras 

133 

147 

154 

154 

161 

175 

181 

183 

186 

187 

189 

191 

193 

Hyderabad-Secunderabad 

Bangalore 

133 

147 

155 

159 

167 

174 

177 

186 

179 

181 

181 

181 

184 

133 

145 

156 

160 

164 

172 

176 

177 

179 

180 

181 

182 

182 

Lucknow 

132 

146 

159 

156 

161 

166 

166 

171 

175 

177 

177 

178T 

176 

Ahmedabad 

131 

146 

160 

162 

168 

171 

171 

171 

174 

176 

174 

175 

175 

Jaipur 

Patna 

133 

150 

162 

168 

176 

183 

182 

186 

189 

189 

189 

189 

188 

139 

160 

179 

180 

180 

191 

191 

191 

196 

196 

195 

193 

190 

Srinagar 

Trivandrum 

134 

143 

160 

167 

174 

184 

187 

187 

188 

191 

191 

192 

193 

131 

146 

165 

168 

172 

178 

182 

180 

183 

184 

184 

186 

187 

Cuttack-Bhubaneswar 

142 

154 

164 

167 

169 

176 

198 

181 

183 

188 

185 

189 

188 

Bhopal 

Chandigarh 

133 

144 

166 

166 

172 

180 

179 

186 

191 

191 

189 

191 

191 

129 

143 

155 

164 

171 

178 

177 

180 

185 

186 

183 

184 

185 

Shillong 

123 

134 

155 

163 

164 

166 

166 

173 

178 

177 

180 

182 

179 


•Provisional 


Source: C.S.O. 
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M titan d now makes heavy steel castings upto 25 tonnes a 
piece which were, until recently, mainly imported. All types of 
these heavy steel castings are made to customers' require* 
ments. Thirty years of steel foundry experience, as well as 
expertise, sophisticated and comprehensive testing facilities, and 
trained technical personnel, make it possible for Muhard to produce 
Quality castings for the cement, metallurgical and other industries. 


Mukano neip» the drive towards self-sufficiency. 
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MUKAND IRON & STEEL WORKS LYu . Kurla, Bombay-70 AS. 
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Tumbfti, not 


IA W vuy aw w«v *nitv 

much of the business community has 
let itself be demoralised and devitalised 
wUiatiTAn by the unprincipled political persecution 
. to which it has been subjected. Indeed 

many bustness leaders seem to have got themselves brain-washed to an 
extent where ithey seem to have more or less happily reconciled them¬ 
selves to beifcg talked to or otherwise treated as second-class citizens 
who must justify their existence frqpi day to day by proving their bona 
fides to the satisfaction of the current vendors cf ideological claptrap. So much 
so we have now readied a situation in which the future of free enterprise, with all 
that it means for the defence of our democratic values, has become too serious a 
matter to be left to certain leaders or spokesmen of the business community. This 
is all the greater reason for our congratulating Mr Devarajulu, who delivered a 
brave and frank speech to the annual session of the All India Organisation of Em¬ 
ployers held in New Delhi last week. 

Mr Devarajulu,' disdaining to be hypocritical or opportunist, suggested that 
it might “be wrong to look upon industry as a provider of massive direct employ¬ 
ment. at any rate In the short run.” He also expressed the hope that the Bonus 
Review Committee would ensure that ‘'the basis for payment is such that it would 
not place an undue burden on industry or lead to litigation and worse." By utter¬ 
ing these views be managed to rouse the ire of the Labour Minister, Mr R.K. 
Khadilkar, who promptly charged him with having a closed mind. It is difficult 
tdSsee what was so outrageous in Mr Devarajulu’s observations. It is after all the 
bare truth that jobs in millions cannot be created directly in organised industry in 
the short run,, especially in view of the fact that industrial growth is itself being 
depressed partly by the government’s own politically oriented economic policies. 
As a matter of fact, Mr Devarajulu’s statement only strengthens the government's 
approach to the issue of employment which is presumably to create additional 
employment opportunities mainly in the agricultural, transport, construction und 
service sectors. There is, thus, no question of Mr Devarajulu having sinned 
even against the Holy Ghost of the “politics of commitment” of which Mr Khadil¬ 
kar is so doughty a champion. 


In any case, is there any justification at all for the kind of verbal assault 
launched by the state-owned All India Radio on Mr Devarajulu through the 
medium of a script broadcast in its “Spotlight” programme on April 29? Mr N. 
Gopinathan Nair, who is the author of this script, (which is reproduced elsewhere 
in this issue) was described by the announcer as a political commentator. It might 
perhaps have been more appropriate had AIR mentioned that Mr Gopinathan 
Nair was attached to the newsweekly New Wave. This would have helped the 
listeners to relate Mr Nair’s script to his political faith or associations and 
thereby guided the listeners to evaluate his views properly. Mr Nair has 
used strong language. This journal, of course, does not and cannot object to 
strong language as such since it too believes in and practises hard-hitting journal¬ 
ism. But, then, Mr Gopinathan Nair’s polemical style would have been quite in 
order had it been exhibited in the New Wave. The point is whether AIR was 
within its rights in inviting him to launch a deliberately misleading verbal tirade 
of this kind on a private individual when it is a well-known fact that AIR certainly 
does not allow similar latitude to those who write or broadcast for it when the 
latter have things to say in criticism of individual ministers or the government. 
Our short question is will AIR pass for broadcasting a script which may comment, 
for instance, on Mr Khadilkar's rejoinder to Mr Devarajulu in a language similar 
to that which Mr Gopinathan Nair felt so free to revel in? 


But, then, AIR only knows too well on which side its bread is buttered. The 
misfortune of some of Mr Devarajulu’s colleagues in the business community is 
that they are far less shrewd or practical. They naively believe that they are jump¬ 
ing on a band-wagon whereas the fact is that they and being pushed into a 
tumbril. 


For the rest of us, the wonder must be for how much longer businessmen 
of independent views will at all be able to continue to speak out their mind from 
positions of authority or influence in the business community. It is clear that, 
if the ruling party considers the people as so much fodder for the ballot box, it 
looks upon the business community merely as a pliable provider of the cash to 
buy this fodder with. The pity is that so many businessmen seem to have recon¬ 
ciled themselves not only to play the game as they are expected to play it, but 
also to > play into the hands of a tribe of politicians which is clearly set on 
destroying every possible area of influence in our national life which may possibly 
put up obstacles in the way of the absolutist principle in government. Mr Frank 
Moraes, writing in The Indian Express has mourned the decline of parliament. 
Much else that must be valuable to a democratic community is decaying too. 
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Problems The year 1971- 

B 72 will stand 

Of nU>ntv out as a major 

VI pICIIly landmark in 

the history of the country's agricultural 
development as, for the first time in the 
post-Independence period, it was 
possible to dispense fully with im¬ 
ported foodgrains. With an all-time re¬ 
cord output of 107.8 million tonnes in 
1970-71 against 99.5 million tonnes in 
the previous year, there was no need to 
use imported supplies of wheat or other 
cereals. 

Indeed, anticipating an increase in 
internal availability, it was possible for 
the union Ministry of Agriculture to re¬ 
duce imports in 1971 to 2.1 million tonnes 
from 3.6 million tonnes in 1970. It has 
since been decided to stop altogether con¬ 
cessional or commercial imports of wheat. 
Also, there will henceforth be only 
commercial imports of rice under barter 
trade agreements and these imports too 
may become surplus to the requirements 
of the country as a break-through on the 
rice front is also being established. 

The food situation has become so com¬ 
fortable that the government has started 
thinking of exporting wheat products like 
suji and maida. It may also be necessary 
to export even limited quantities of line 
cereals apart from effecting a change in 
the crop pattern in order to bring about 
an increase in the proportion of fine cereals 
to total production. A tantalizing situa¬ 
tion may develop in the 1972-73 market¬ 
ing season if the union Minister for Agri¬ 
culture, Mr Fakhruddin Ali Ahmed's 
estimate of 112 million tonnes of output 
of foodgrains proves correct. 

The government will have to be alert in 
the coming months in order to be in a 
position to manage any situation if the 
peculiar predicament experienced, when 
there was a glut of raw cotton, is to be 
avoided in the case of foodgrains. This 
view is taken on the basis of the data given 
in the latest annual report of the union 
Ministry of Agriculture. Out ot the 
output of 107.8 million tonnes the 
quantity procured increased by 2.2 mil¬ 
lion tonnes to 8.8 million tonnes. 

There was a marked increase in market 
arrivals and the procurement of wheat had 
to be raised substantially to 5.1 million 
tonnes from 3.2 million tonnes. As the 
output of wheat increased to 23.2 
million tonnes from 20.1 million 
tonnes in 1969-70 it will be found that 
more than 60 per cent of the additional 
production of this cereal had to be pur¬ 
chased by the Food Corporation of India 
and other agencies. In respect of rice, 


When the Sun King 

of France arrogantly asserted centuries 
ago that “I am the state”, it was 
probably thought that he had stated 
for all time the absolutist principle 
in politics. We, in the India of today, 
know better. Speaking in Hyderabad 
the other day the Prime Minister said 
that if her party failed in making good 
the slogans of its election manifesto, 
that would be the end of the democratic 
political system in our country. 
Although Mrs Gandhi spoke of “her 
party", all of us know that the “party" 
means Mrs Gandhi and Mrs Gandhi 
alone. There is after all the big hoard¬ 
ing put up in Connaught Place in New 
Dejhi by the municipal committee, 
which proclaims in big, brazen letters 
day in and day out the finality of the 
leadership principle in our current poli¬ 
tics. Louis XI only went so far as to 
exalt the divine right of his kingship 
to the level of the state, but we have the 


--■ — • 

taking over this firm, be cottJd have 
easily done so. That lie ; has not 
troubled to do so is clearly significant 
in terms .of the authoritarian spirit 
which the Prime Minister is building up 
in her personal government. 

Mr Kumaramangalam, again. 

is equally arbitrary about his propo¬ 
sal to set up a holding company for the 
steel industry. The minister himself has 
been saying that the major problems 
confronting the state steel plants are 
the poor quality of maintenance and the 
sorry state of industrial relations. Mr 
Kumaramangalam, however, has yet to 
explain how the setting up of a holding 
company is going to raise the efficie¬ 
ncy of the Steel Minister or his ministry 
in dealing with these difficulties or oth¬ 
erwise improve matters in this respect. 
Again, with a grand unconcern for the 
legalities or even the minimum dec¬ 
encies of government-people relations, 
Mr Kumaramangalam is saying that 


WITHOUT 

CHARITY 


Prime Minister of India, functioning 
presumably under a Republican consti¬ 
tution, suggesting that the future of 
democracy in our country begins and 
would end with her being able or allo¬ 
wed to fulfil the electioneering commit¬ 
ments of her party, i.e., herself. 

No wonder that the ruling 

hierarchy in New Delhi is now per¬ 
meated through and through with the 
spirit of authoritarianism. Thus we 
have the Minister for Steel and Mines 
unhesitatingly saying over and over 
again, in explanation of the govern¬ 
ment's recent decision to take over the 
Indian Copper Corporation Ltd, that 
his purpose was to “grab” the experi¬ 
enced and skilled technical personnel 
of the company. Mr Mohan Kumara¬ 
mangalam is a person who, by pro¬ 
fessional training and political choice, 
is accustomed to make the worse look 
the better cause. If, therefore, he had 
wanted to make out a plausible case for 


the proposed holding company will 
appoint directors to the boards of the 
private sector steel plants on behalf of 
the shareholdings or the public sector 
institutions, such as the LIC and the 
Unit Trust, in these firms. Although 
public memory is proverbially short, 
people still recall what pains the govern¬ 
ment of the day took in the wake of 
the Mundra scandal to reassure public 
opinion that there would be no govern¬ 
ment interference in or with the dis¬ 
charge by the LIC of its investment 
functions and responsibilities. It is, 
therefore, most surprising that it has 
now become possible for a minister 
of the central government to declare 
publicly that certain vital duties relating 
to the investment portfolios of public 
finance institutions including the LIC 
may hereafter be transferred to a new 
government agency even the constitu¬ 
tion of which is yet to be sufficiently 
described. The nation once nearly 
went into hysterics about a single, pri- 
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vate Mohdra operating in Calcutta 
and here we a» with a minister of the 
r^t-rai government holding out the 
possibility of a nationalised Mundra 
functioning with the sovereign authority 
of New Delhi. 

Considering the level of mana¬ 
gement in the public sector in steel, 
any minister for steel should normally 
speak from a position of humility. Mr 
Kumaramangalam, however, accepts 
no such obligations. He has in fact his 
own view of managerial values in the 
state steel plants. Not long ago, even 
as the nation was suffering an enormous 
economic loss through the dislocation 
of steel production at Rourkcla, Mr 
Kumaramangalam had the effrontry 
to suggest that the country should ad¬ 
mire the efficiency and speed with which 
the public sector steel engineers had 
been able to carry out repairs to the 
roof of the steel melting shop. Indeed, 
at the time, it sounded almost as if Mr 
Kumaramangalam was positively 
pleased that the roof had collapsed and 
thereby given an opportunity to his 
bright boys to show what they could do 
by way of a quick repair job. More 
recently, he gave another fine display 
of logic being stood on its head when 
he once again attempted to make light 
of operational lapses by unduly em¬ 
phasising the diversionary aspect that 
“corrective action has been promptly 
taken by the plant management and 
there is now no escape of gases.” 

Any objective comparison of 

managerial performance in the two 
sectors of the steel industry is highly 
likely to indicate that the case for 
converting the public sector into a joint 
sector by providing for private partici¬ 
pation in the ownership and manage¬ 
ment of the state steel plants is much 
> greater than any case that there may be 
for the backdoor nationalisation of the 
private steel companies through Mr 
Kumaramangalam's projected holding 
company. This, however, does not 
come in the way of the minister bland¬ 
ly declaring that his holding company 
would be revolutionising the steel in¬ 
dustry in this country particularly by a 
break-through in steel technology by 
putting big money into research and 
development which would benefit both 
sectors, public and private. The fact 
that Hindustan Steel has been eating 
into its capital base through continu¬ 
ous operational losses has obviously 
not found mention in Mr Kumaraman- 
galam’s brief. 

TOUCHSTONE 


however, the quantity procured rose only 
marginally to 3.19 million tonnes from 
2.94 million tonnes while there was an 
increase in output by two million tonnes. 

In regard to other cereals also there has 
been good absorption as the quantity 
procured rose only slightly to 4.92 lakh 
tonnes from 2.74 lakh tonnes. It will 
therefore be clear that a surplus has arisen 
in wheat while current production of rice 
and other cereals is being easily absorbed. 

The whole quantity of wheat procured 
could not be sold in the lean months by 
the Food Corporation and other agencies 
as imports were arriving. There was- 
therefore an increase in buffer stocks 
of foodgrains to 7.9 million tonnes by the 
end of 1971 from 3.3 million tonnes at 
the end of the previous year. Allowing for 
imported supplies of 2.1 million tonnes, 
it cun therefore be stated that there was a 
net addition to government stocks by 
five lakh tonnes out of indigenously pro¬ 
cured foodgrains. The addition would 
have been more but for the fact that sizable 
quantities had to be utilised for feeding re¬ 
fugees from Bangladesh. The annual re¬ 
port thus proudly draws attention to the 
fact that for the first time in recent history 
the offtake through the public distribution 
| system was less than the quantity procured, 
the actual offtake being 7.7 million 
tonnes against the quantity procured of 
8.8 million tonnes. 

In view of the expectations of bumper 
harvests of foodcrops aggregating to 112 
million tonnes in 1971-72, in spite of 
adverse weather conditions in Orissa, 
parts of Bihar and Andhra Pradesh, the 
question is what will be the quantity pro¬ 
cured in 1972-73 and to what extent there 
will be an increase in buffer stocks. It is 
generally expected that the output of wheat 
will constitute a new record at 26 million 
tonnes or 2.8 million tonnes more than in 
1970-71. If the experience of 1971-72 is 
any guide, it may not be surprising if near¬ 
ly 80 per cent of additional production is 
to be procured and even stored. This 
would mean that the total quantity 
procured may be even in excess of 7.3 mil¬ 
lion tonnes., 

I Assuming that the increase in buffer 
stocks in 1971 was mainly on account 
of wheat and allowing for imports of 2.1 
million tonnes, it can be reasonably pre¬ 
sumed that self-sufficiency had been 
reached out of the 1970-71 crops and 
gross consumption was of the order of 
22.7 million tonnes. There will necessari¬ 
ly be a growth in consumption in the cur¬ 
rent year by about five per cent. In that 
case in the absence of imports of wheat; 
there will be need for providing about 24 
million tonnes out of indigenous produc- 
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tion for meeting the requirements of the 
home market. 

There will thus be statistically a surplus 
of two million tonnes of wheat. In respect 
of rice and other cereals total consump¬ 
tion in 1972-73 may be 75.0 million ton¬ 
nes against the production of 74. S mil¬ 
lion tonnes. With marginal imports of 
rice there is the prospect of buffer stocks 
increasing by nearly two million tonnes. 
The needs of Bangladesh can be easily 
met out of the country’s production 
though with the continuance of imports 
against earlier indents, the shipments 
to Bangladesh may not make any big 
difference to stocks. 

It will be clear from the foregoing that 
food self-sufficiency had been reached in 
1971-72 even after meeting the needs of 
Bangladesh and providing for unknown 
leakages across the frontiers. This is in¬ 
deed a great achievement as it has become 
possible to avoid heavy expenditure in 
foreign exchange on food imports. From 
self-sufficiency to marginal surplus will 
be another great step forward when the 
bumper harvests make themselves felt 
in the coming months. 

It may not be a difficult proposition to 
hold stocks of foodgrains to the extent of 
two million tonnes additionally by the end 
of this year taking the total to 10 million 
tonnes. The finance involved also may not 
be difficult to be located as the total of 
about Rs 160 crores in a year can be 
easily provided by the banking system 
as its net commitment will be only Rs 
135 crores. There is a budgetary provision 
of Rs 25 crores in 1972-73 against an esti¬ 
mated increase in the value of stocks by 
Rs 120 crores. In the light of the latest 
developments the aggregate increase may 
be Rs 160 crores, as stated above. With 
rising deposits of the scheduled commer¬ 
cial banks and- the absence of any keen 
demand for funds, the commercial banks 
may even welcome the opportunity to ex¬ 
pand credit against foodgrains of Rs 135 
crores and even more. 

The problem, however, is not so simple 
as it looks. The quantities procured will 
have to be 12 million tonnes in 1972- 
73 against 8.8 million tonnes in 1971-72 
and there will be considerable strain on 
storage and transport facilities when 
arrivals out of rabi crops prove to 
be heavy in the next three months. Even 
last year the procurement and storing of 
wheat particularly caused groat concern 
and the Food Corporation had to wage 
virtually a battle in order to move huge 
quantities of foodgrains to places of 
safe storage before the onset of the mon¬ 
soon. . 

With a greater demand on the facilities 
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of the railways by the defence services the 
accordance of high priority to the needs 
of Bangladesh and a higher level of acti¬ 
vity in other directions, the Railways may 
find it difficult to provide the required 
number of wagons for moving foodgrains. 
How this ticklish problem will be solved 
in the coming months remains to be seen. 
The whole argument is of course based on 
the assumption that total production will 
be 112 million tonnes. 

There is another point which has to be 
borne in mind in the context of emerging 
plenty. If for any reasons bumper har¬ 
vests were again realised in the next kharif 
season, market arrivals may be heavy later 
in the year and with a disgorging of stocks 
by traders and hoarders, the offtake 
through the public distribution system 
may not- be even of the dimensions of 
1971-72. 

The union Ministry of Agriculture has 
therefore to be fully prepared for meeting 
any eventuality and the lessons of 1972-73 


New industries 
for West Bengal 

Tin: (jovi.RNMr.M of West Bengal claims 
that the climate for industrial development 
in the state has distinctly improved re¬ 
cently and that, in the coming months, a 
large number of new industries will come 
up while many of the existing industriesare 
likely to undertake substantial expansion. 
It is, of course, true that Mr Siddhartha 
Shankar Ray’s ministry has helped to 
revive the people’s confidence, especially 
of the business community, in the econo¬ 
mic future of West Bengal. But it seems 
unlikely that the state's economic re¬ 
covery will come about so quickly as ex¬ 
pected by the government. 

The lack of electricity continues to be 
the biggest hurdle to the rapid revival of 
industrial activity. Most of the industrial 
units arc severely handicapped by fre¬ 
quent and prolonged load sheddings; and 
if all, or even many, of the closed units 
immediately reopen, they will not be able 
to work due to the acute power shortage. 
Moreover, the administrative machinery is 
yet to be geared to the task of industrial 
development. The West Bengal Industrial 
Development Corporation which was set 
up in 1967 was reorganised recently. 
But it has not yet been able to find suit- 
abk personnel for its technical and finan¬ 
cial divisions. The corporation has also 
not been provided with sufficient funds 


will clearly indicate what are exactly the 
beneficial effects of self-sufficiency in food 
production and to what extent there will 
have to be changes in procurement and 
distribution policies in order to avoid an 
undue increase in buffer stocks and in 
expenditure on account of higher interest 
charges, storage facilities, supervisory per¬ 
sonnel and the like. Only if the new prob¬ 
lems are successfully tackled, it can be 
expected that the upward trend in food 
production will be sustained and a healthy 
crop pattern evolved. 

The current year will therefore stand out 
as another landmark with the complete 
elimination of imports and even the emer¬ 
gence of a small surplus. Only the apple¬ 
cart should not be upset by Nature in 
1972-73 though there is reason to believe 
that the agricultural economy has gained 
considerably in strength and with the 
adoption of new techniques of cultivation 
and the creation of lift irrigation facilities 
there may not be a repetition of the disast¬ 
rous happenings of 1965-67. 


for the efficient discharge of its functions. 
Mr Ray and his ministerial colleagues 
therefore should take prompt and positive 
measures to invigorate the state's eco¬ 
nomy by enabling the existing industries 
to make better use of their capacity and 
by facilitating new industries to come into 
existence in various parts of West Bengal. 

About ten years ago, the National Coun¬ 
cil of Applied Economic Research, New 
Delhi, conducted a techno-economic sur¬ 
vey of West Bengal, in which it clearly 
indicated the great scope that existed for 
the growth of new industries in the state. 
Unfortunately, this competent and com¬ 
prehensive survey did not receive any 
attention cither from the political parlies 
or the administration or even from the 
industrial organisations. This was a 
pity because the survey had analysed the 
state’s economic potential in great depth 
and had made many specific suggestions 
for setting up new industrial units. Now 
the Indian Investment Centre, New Delhi, 
has issued a brochure on the scope for 
industrial development of West Bengal. 
The centre has opened an Entrepreneu¬ 
rial Guidance Bureau in Calcutta to 
assist businessmen in taking investment 
decisions. The 35-page brochure provides 
basic data on West Bengal, its natural re¬ 
sources, and the incentives and facilities 
available for development. 

The brochure has analysed the scope 
for industries broadly under two catego¬ 
ries — engineering and non-engineering. 
In the former group, great scope is seen 


for automobile ancillaries, electronics, 
industrial valves, paper and pulp making 
equipment, and various types of industrial 
machinery. The prospects for electronics 
seem to be particularly encouraging in 
view of the availability of labour at rela¬ 
tively low wages. The brochure says that 
it is possible to develop an electronic 
complex consisting of a large number of 
units, each specialising in the production 
of components. In addition, the manu¬ 
facture can be taken up of elecronic 
equipment like calculators, mini-com¬ 
puter unit and electromedical unit. In 
the non-engineering sector, considerable 
scope is seen for forest-based industries, 
rubber-based industries, ceramics, syn¬ 
thetic fibres, fruit processing, and petro¬ 
chemicals. The outlook for petrochemi¬ 
cals seems to be quite promising. The 
brochure says that the setting up of the 
proposed refinery and the fertiliser com¬ 
plex in Haldia will provide the nucleus for 
a new pattern of development in the fast¬ 
growing fields of fertilizers and petro¬ 
chemicals. The fertiliser complex will 
make available many intermediates and 
by-products like methanol, phosphoric 
acid, ammonia, and urea, which will 
facilitate the establishment of numerous 
industries based on them. 

The scope for small industries is also 
highlighted in the brochure. In 1966, 
there were in West Bengal about 495,000 
small-scale units, employing about 1.3 
million workers and the net value added 
by them was Rs 728 million. But no offi¬ 
cial survey has been made about the small- 
scale sector since 1966. The brochure 
envisages vast scope for the growth of 
small-scale units as ancillary and sub¬ 
contracting industries especially in the 
manufacture of automobile components, 
electronic components, electric fittings, 
castings, forgings, machined components, 
sheet metal components, and so on. 

The brochure has merely listed the 
industries which have growth potential in 
West Bengal. It would have been better 
if it had also indicated, at least broadly, 
the areas which offered scope for such in¬ 
dustries. For example, what kind of in¬ 
dustries arc suitable for Darjeeling? A 
district-wise analysis would have been of 
more practical use to entrepreneurs. 

The chapter in the brochure on infra¬ 
structure is not only sketchy but even mis¬ 
leading. It says that West Bengal has “a 
well-developed infrastructure.” But the 
fact is that the infrastructure facilities in 
this state are grossly inadequate and this 
is one of the main reasons why except 
Calcutta, the 24*Parganas and Howrah, 
the rest of West Bengal has had very little 
of industrialisation. The brochure says 
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that West Bengal occupies the third place 
in the per capita consumption of power. 
This makes little sense in the context of 
the serious power shortage that has been 
prevailing in the last two years. 

It is pointed out that as in March 1969, 
the number of villages electrified in the 
state was 2433. But nothing is said of the 
fact that West Bengal has the least num¬ 
ber of electrified villages in the whole 
country. Less than ten per cent of the 
villages have been electrified so far com¬ 
pared to 80 to 90 per cent in many other 
states. The brochure refers to the increase 
in the length of extra municipal roads from 
12,721 kilometres in 1966 to 14,138 kilo¬ 
metres in 1967. But the condition of most 
roads in Calcutta and the districts conti¬ 
nues to be scandalous. In many places, 
the roads are not suited to carry heavy 
vehicles. Attempts arc now being made to 
improve the roads by the Calcutta Metro¬ 
politan Development Authority but the 
progress is very slow because of the 
shortage of steel, cement and other ma¬ 
terials, and the lack of effective co-ordina¬ 
tion among the various implementing 
agencies. 

The brochure says that West Bengal has 
(he highest railway mileage of about 
21,000, about 65 per cent of which is broad 
guage, 20 per cent metre gauge, and 15 
per cent narrow guage. But there arc vast 
ureas in the slate which arc not linked 
to the railway network. It is estimated 
that about 25 per cent of the state's 
total area lies over ten miles away from 
the nearest railway track. The brochure 
should have given a correct picture of 
the infrastructure facilities on West 
Bengal and explained how their expansion 
would contribute to the growth of various 
industries. 

There is no dearth of organisations, 
official and non-official, in West Bengal 
to provide advice and assistance to entre¬ 
preneurs. For instance, there arc the West 
Bengal Financial Corporation, Industrial 
Development Corporation, and the Board 
of Industries. In addition, there are insti¬ 
tutions which operate at the all-India 
level such as the Industrial Finance Cor¬ 
poration, National Small Industries Cor¬ 
poration, Industrial Development Bank, 
and Industrial Reconstruction Corpora¬ 
tion. The nationalised banks also are 
expected to assist new entrepreneurs in 
various ways. 

The Bureau of Hntrepeneurial Gui¬ 
dance, sponsored by the Indian Invest¬ 
ment Centre, is the latest addition to the 
list of institutions which have been set up 
to assist the growth of new industries. 
The Bureau’s functions are to offer advice 
on the need for fresh capacity, the size of 


the economic unit and the corresponding 
investment involved, methods of produc¬ 
tion, availability of raw materials, de¬ 
mand forecast, export prospects, and 
official policies regarding industrial li¬ 
censing and foreign collaboration. The 
bureau has made a good beginning by 
drawing attention to the enormous scope 
for industrial expansion of the state. But 

Sugar, a captive 
of politics 

Tuii his i ima its Committee of Parliament, 
in its 15th report on the Ministry of Agri¬ 
culture, has castigated the government 
for its ad hocism in regard to sugar policy. 
It has recommended the formulation of a 
long-range sugar policy keeping in view 
the future domestic demand and export 
commitments. What needs to be under¬ 
lined is that this is not the first time that 
the government has been criticised for 
following an ad hoc policy in regard to 
this industry. Nearly seven years ago, the 
Sen Committee had suggested that the 
government should lay down a long-term 
plan for this industry which has been 
dogged by wide fluctuations in produc¬ 
tion from year to year. The Sen Commi¬ 
ttee had also recommended the setting 
up of a buffer stock of 500,000 tonnes of 
sugar in order to smoothen the supply to 
consumers which tends to become erratic 
due to yearly oscillations in production. 

This industry has struck the headlines 
in recent weeks because of the increase 
in the free market prices of sugar. The 
consumer, who had been paying around 
two rupees per kg, has now been forced 
to pay more than three rupees per kg. 
The harassed consumer blames the in¬ 
dustry which in turn blames the govern¬ 
ment for its faulty policies. The Esti¬ 
mates Committee has indicated that the 
government is largely responsible for the 
present niess in this industry. 

The production of sugar started rising 
in 1968-69 after a bad spell of two years. 
The highest output was recorded in 1969- 
70 at 4.26 million tonnes. This was the 
period when partial decontrol (60 per cent 
levy and 40 per cent free) had turned out 
to be a blessing in disguise. The closing 
stocks of that year were as high as 2.J 
million tonnes — almost half the total 
production of the year. Consequently, 
there was not much difference between the 
sugar prices in the free market and the fair 
price shops. The diversion in demand from 
fair price shops to the open market caused 


so long us the existing industries in West 
Bengal continue to work with large idle 
capacity and face serious difficulties in 
regard to the availability of electricity and 
transport, one wonders whether new entre¬ 
preneurs will come forward in sufficient 
numbers to take advantage of the various 
facilities and concessions offered by I he 
government. 


hardship to the sugar factories because of 
the accumulation of stocks. Unfortunate¬ 
ly, at this stage the government adopted 
the obstinate policy of not revising the 
sale price of levy sugar in keeping with 
the rising trend in costs. The sugar fac¬ 
tories had no option but to take recourse 
to high courts which passed interim 
orders permitting the factories to charge 
increased prices for levy sugar. The go¬ 
vernment hurriedly withdrew all controls 
on price, distribution and movement of 
sugar with effect from May 25. 1971. 

The prolonged stalemate has resulted 
in reducing acreage under sugarcane by 
more than three per cent in 1970-71 and 
further by three per cent in 1971-72, 
according to official sources. The indus¬ 
try’s estimate is that the area under 
sugarcane has dropped by 10 to 15 per cent 
in these two years. Consequently, produc¬ 
tion dropped to 3.74 million tonnes 
in 1970-71 and to 3.10 million tonnes in 
1971-72 (estimated). The declining trend 
in output has teen accompanied by a re¬ 
duction in stocks causing a bullish trend 
in prices. With anticipated demand at 
4.0 million tonnes in 1971-72 (year end¬ 
ing in October 1972) and availability at 
4.5 million tonnes, the closing stocks at 
the end of 1971-72 would be around 0.5 
million tonnes if no exports arc made. 
But the Ministry of Agriculture in its re¬ 
port for 1971-72 lias stated that “efforts 
would be made to maintain the export 
level at 0.35 million tonnes as admissible 
under the International Sugar Agree¬ 
ments, if the internal supply position 
later permitted.” It means that the 
closing stocks after exports would be 
significantly lower than the stocks at the 
end of the earlier two years. Despite 
these bleak prospects, at the time of the 
outbreak of Indo-Pakistan hostilities in 
December last year when there was 
a sudden rise in sugar prices, the industry 
agreed to make available 60 per cent of 
the monthly releases to the government 
for distribution through fair price shops 
at a fixed ex-factory price of Rs 150 a 
quintal. This was a goodwill gesture 
on the part of the industry. 

It may be stated here that besides the 
sugar factories, gur and khandsari |>ro- 
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ducers also arc competitors in the pur¬ 
chasing of sugarcane. Whereas the statu¬ 
tory minimum prices are fixed by the go¬ 
vernment in regard to the purchases of 
sugarcane by the factories, no such limi¬ 
tation is imposed on gur and khandsari 
producers. What is more, gur and khand¬ 
sari producers have to bear no burden by 
way of excise duty. In a good year, gur 
and khandsari producers are under no 
obligation to consume all the cane while 
the sugar factories are forced to crush all 
the cane available. Consequently, in such 
years crushing of sugarcane extends even 
beyond June and July when recovery from 
sugarcane is extremely low. On the 
other hand, when the crop is lean, gur and 
khandsari producers are able to divert 
substantial quantities of sugarcane meant 
for the factories by offering higher prices. 
Here lies much of the dilemma of the sugar 
factories. 

Again, the financial operations of sugar 
factories have been put under great pres¬ 
sure by a number of statutory obligations. 
The excise duty is a first charge and is 
immediately provided for; this applies to 
the purchase tax as well. Recently, the 
payments to sugarcane growers have also 
been put in the same category as instruc¬ 
tions in this regard have recently been sent 
to the banks by the Reserve Bank of 
India so that the manoeuvrability of 
financial operations of the sugar factories 
is severely restricted. Despite these 1 imita¬ 
tions, the sugar factories have attempted to 
maintain their production and allied activi¬ 
ties. In northern India particularly, the 
sugar units arc honouring the obligation 
of providing levy sugar at controlled prices 
despite the fact that they are forced to pay 
exorbitant prices for sugarcane which in 
some cases is as high as Rs 13 per quin¬ 
tal against the statutory minimum price 
of Rs 7.37 per quintal. The burden of this 
increased incidence is naturally passed on 
to the 40 per cent quota of free sugar. 

In Tamil Nadu, factories are paying 
cane price around eight rupees a quintal. 
Recovery of sugar in Tamil Nadu is 
higher than in northern India. Thus, the 
cost of sugar production in Tamil Nadu 
in lower than in Uttar Pradesh and 
Bihar -and this applies to other southern 
states as well with slight variations— 


while the tax on industry is uniform 
irrespective of location. This has put 
the north Indian factories at a serious 
disadvantage. 

A part of the blame for stagnation in 
yield from land under sugarcane in nor¬ 
thern India particularly must be shared 
by state governments which have collec¬ 
ted large sums of cess from sugar factories 
for improving sugarcane cultivation but 
have done precious little in this regard. 
The states, in turn, have passed on the res¬ 
ponsibility of cane development to the 
cane development councils. The de¬ 
velopment councils on their part plead 
their inability to service the sugarcane 
growers because they have to cater for a 
large number of growers with very 
small holdings each. The factories are 
unable to assist the growers because they 
have no direct contact with them. Even 
if they assist the sugarcane growers, 
there is no assurance that the sugarcane 
that they assist in development will not 
be diverted to gur or khandsari manufac¬ 
turers. 

In his recent statement in Parliament, 
Mr Fakhruddin AH Ahmed, the union 
Minister for Agriculture, indicated that 
the government was committed to the 
nationalisation of the sugar industry as 
promised to the electorate in the election 
manifesto of the ruling Congress party. 
He, however, stated that the government 
would take a decision in this regard only 


after the report of the Commission of 
Enquiry to examine the working of the 
sugar industry appointed in November, 
1970, was received. It may be recalled 
that the centre had made it clear to the 
government of Uttar Pradesh some time 
back that the latter was competent to 
nationalise the sugar industry in the state 
if it so desired. In Uttar Pradesh, the 
government took over — not nationalized 
—12 sugar factories under the Uttar Pra¬ 
desh Sugar Undertakings (Acquisition) 
Act, 1971. Out of these 12 sugar factories, 
only five are under the control of the state 
government while the remaining seven have 
been able to regain control through the 
intervention of the courts. With the threat 
of nationalization facing them and the 
availability of sugarcane on the decline— 
apart from the rising price of cane and the 
compulsion of surrendering 60 per cent 
levy sugar to the government—the sugar 
factories find themselves in a difficult 
position. This is hardly a situation which 
would encourage sugar units to moder¬ 
nise or renovate their plants. They are 
today in the same position as the coking 
coal mines were before their take-over by 
the government. So long as the govern¬ 
ment does not take a long-term view of 
the issues of sugar development or assure 
the industry that it is willing to adopt a 
consistent policy designed to promote 
cane development and increase sugar pro¬ 
duction year after year, the industry 
cannot be blamed for the messy state of 
our sugar economy. 


£c&nombt 25 -Q<jo 

MAY 9, 1947 


What has been described as a deftly executed 
social s’ratgem has been necessary in order to 
induce Mr. Jinnah to receive Gandhjji. Discreet 
officials of the Viceroy’s House, w. to apparently 
spent considerable time and planend elaborately 
to arrange a meeting between the two leaders, 
where pres imably gratified when Gandhiji pro¬ 
posed and Mr. Jrnnah agreed that a further 
meeti ig should be arranged at latter’s residence. 
Nobody certainly expected any immediate or 
or spectacular results; and nobojy was therefore 
disappointed. One of'the subject discussed was 
tit*: response to to the joint peace appeal- 
probab’y the only point on which agreement 
could have been predicted. But the somewhat 
colouress statment “that we must do our best in 


our respective spheres to see that that appeal of 
our is carried out” (to which Mr. Jinnah was 
willing to subscribe) was followed almost fauna* 
diately by another proclaiming overtly, if not 
clearly, that neither the appeal nor the further 
communique reiterating it was intended to apply 
to the N.W.F.P. On the major question namely 
Pakistan, no real discussion was obviously 
possible. Gandhiji met the Quaide-Attun on 
“purely personal plane” and not on behalf of 
the Congress. The very question of partition 
was itself thus open for discusssion, and the 
problems which aaitate Sikhs and Hindus of 
Eastern and Central Punjab, could hardly have 
been discussed. 
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I welcome this opportunity to address 
the Third United Nations Conference on 
Trade and Development. The UNCTAD 
and the Fund share a common concern 
about the trade and development problems 
of the developing countries and in the 
past we have closely collaborated on 
many levels. I look forward to continued 
fruitful co-operation in promoting the 
economic development of our members. 

A few days ago, Mr McNamara, Presi¬ 
dent of bur sister institution, the World 
Bank, spoke to* you about the unaccep¬ 
table state of development in most of the 
developing world and the urgency of 
moving forward with practical measures, 
f agree with his emphasis o a the need for 
a reappraisal of some of the policies in 
developing countries and for an improve¬ 
ment in the external climate for develop¬ 
ment. Much of what I have to say on this 
occasion will bear on this latter aspect, 
especially the international monetary si¬ 
tuation. But before 1 turn to this main 
subject of my talk, I would like to refer 
briefly to our own experience in developing 
countries. 

Fund’s concern 

The Fund has been deeply concerned 
with problems of development over the 
last two decades, and much of its work, 
in annual consultations and in connec¬ 
tion with provision of resources has been 
to discuss and review financial policies 
and programmes of its members. In the last 
ten years of the Fund's operations, de¬ 
veloping members had n > fewer than 206 
stand-by arrangements for a total of 
more than SDR five billion, each arrange¬ 
ment designed to support a programme to 
foster economic development in conditions 
of reasonable financial stability. The re¬ 
sources that the Fund committed were 
substantial, but no less important was 
the encouragement that the Fund’s sup¬ 
port and continuing collaboration gave 
to the authorities in carrying out their 
programmes. The Fund’s approach has 
been that of a partner in a common en- 
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deavour, based on the conviction that only 
through sound financial policies and 
management can a country generate the 
savings which are essential to economic 
development. Not infrequently the Fund 
and the member have persevered through 
many years of effort until the aim of 
restoring vigour to the economy has been 
realised. 

unsatisfactory progress 

None of us can take satisfaction from 
the course of economic development over 
past years. Progress needs to be much 
faster and better balanced; there must, in 
particular, be substantially more oppor¬ 
tunities for productive employment of the 
growing labour force. The Fund’s experi¬ 
ence testifies to the increasing realism 
that the developing countries have shown 
in their policies and priorities in recent 
years. In improving and strengthening 
their-efforts, they must and should have 
much greater external support. 

In the monetary field the period since 
UNCTAD II has seen many important 
changes. This was the period when, after 
prolonged discussions within the Fund 
and elsewhere in which UNCTAD itself 
played a very constructive role, the special 
drawing rights scheme was created and 
activated. The experience of the first 
basic period, which draws to a close at 
the end of this year, clearly shows that 
the SDR has become established as a 
reserve asset. SDRs are allocated to each 
Fund member in proportion to its share 
in total quotas; the almost two and a half 
billion in SDRs which our less developed 
members received represent about 15 per 
cent of the total reserves of these countries. 

During the same period a substantial 


increase was made in the quotas of mem¬ 
bers in the Fund, thus enlarging the pool 
of resources available to finance payments 
deficits. The Fund also established a new 
facility, which stands alongside the widely 
used compensatory financing facility, to 
assist members in connection with th<* 
financing of international buffer stocks. 
Unfortunately, even with the availability 
of this facility, negotiations of commodity 
agreements are very difficult to conclude, 
there is at the present time only one 
agreement under which the facility is used* 
the Fourth International Tin Agreement 
of July 1970. But I hope that in com¬ 
ing years there will be greater success in 
concluding such agreements, and 1 am sure 
that our facility will play an increasingly 
useful role. 

turbulent phase 

The period since UNCTAD II has also 
coincided with a difficult and turbulent 
phase in international monetary relations, 
with recurring disturbances of growing 
magnitude. Last year, in particular, was 
in every sense a year of crisis, in which 
fundamental disequilibria in payments 
that had gradually been building lip cul¬ 
minated in the United States' decision of 
August 15 to suspend the convertibility 
of the dollar into gold and other reserve 
assets. Shortly after this, at our Annual 
Meeting in Washington, the Governors 
of the Fund passed a unanimous resolu¬ 
tion calling upon members to establish, 
as a first step, a satisfactory structure of 
exchange rates. As you know, this was 
accomplished towards the end of the year. 
It was also agreed, and reflected in deci¬ 
sions taken by the Fund last December 
that, as a temporary measure, countries 
might permit their exchange rates to 
fluctuate within wider margins. 

You will recall that the resolution of the 
Governors also requested the Executive 
Directors to make reports to them on 
the measures that are necessary or desir¬ 
able for the improvement or reform of 
the international monetary system. Scvc- 
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:ral studies have since been prepared on 
> this question and the Executive Directors 
; of the Fund have given much thought to 
: it. I would like to direct my f remarks to 
! some of the more important tfspeefs of the 
reform as we see them'how. 

As members of UNCTAD are aware, 
the search for improvements in the inter- 
’ national monetary system did not begin 
. with the resolution that 1 mentioned; it 
has been one of our main preoccupations 
, for some years. Two broad elements in 
, the functioning of the system gave us the 
greatest concern. First, the mechanism 
for rescrye creation that had served the 
* world well until the early sixties was no 
longer viewed as adequate or desirable. 
A system based largely on gold and re- 
: serve currencies tends to be increasingly 
subject to strain as currency holdings be¬ 
come the dynamic element in reserve crea¬ 
tion through continuing deficits of the 
major reserve centre. Second, there was 
much ground for dissatisfaction with the 
process of balance of payments adjust¬ 
ment and the role of the exchange rate 
mechanism in this adjustment. It was in 
response to these concerns that special 
drawing rights were created as a supple¬ 
ment to reserve assets, anil a re-examina- 
, tion was undertaken of the par value 
' system and the mechanism of adjustment 
of payments imbalances. This rc-exami- 
nation led to an interim report submitted 
by the Executive Directors to the Go¬ 
vernors at the Fund's Annual Meeting 
in Copenhagen in 1970. 

three conclusions 

In this report there were three 
main conclusions: first, the par value sys¬ 
tem, under which exchange rates should 
be held stable so long as they are at a 
realistic level, is sound and it is neither 
feasible nor desirable to construct an 
international monetary system based on 
floating rates. Second, stability of ex¬ 
change rates does not and should not 
imply rigidity, and there would be ad¬ 
vantages in smaller and prompter changes 
in parities. Third, there should be a 
further study of appropriate ways of intro¬ 
ducing flexibility into the system while 
preserving the basic reliance on par values. 

More recent e\ents. and especially 
those since August 1971. have given new 
urgency to the efforts to improve and 
strengthen the international monetary 
system. It has also become increasingly 
e\ident that if we are to avoid a repetition 
of crises in the future, we should not be 


content with technical improvements of 
the present regime but should seriously 
re-examine the system as a whole. While 
many of its features should no doubt be 
preserved, new mechanisms and rules 
may be needed so that the system will be 
fully adequate to the future requirements 
of world trade and development. 

main objective 

As you know, the main objective of 
SDR allocation was to bring about a 
growing degree of collective and delibe¬ 
rate control of international reserves, 
with the expectation that reserve assets 
in the form of gold and currencies would 
over the years decline in relative impor¬ 
tance. The SDR facility has been success¬ 
ful, and has provided an important addi¬ 
tion to the reserves of Fund members— 
developed and less-developed alike. But 
the aim of providing an orderly process 
of reserve creation was overwhelmed by 
the explosive growth of official US dollar 
balances, resulting from a large basic defi¬ 
cit in the US balance of payments and 
massive outflows of speculative capital. 
We are therefore confronted with the 
necessity of finding ways of avoiding in 
the future the instabilities inherent in an 
undue growth of holdings of reserve cur¬ 
rencies. In my view, this points to an 
emerging central role for SDRs in the 
international monetary system, and to a 
restructuring of the SDR scheme so as to 
make this possible. 

It scarcely needs to be stressed that the 
international monetary system cannot 
function smoothly and efficiently unless 
all countries adopt appropriate policies, 
particularly with respect to balance of 
payments adjustment. No system can 
survive if it must labour under the burden 
of persistent payments imbalances 
and long-continuing overvaluation or 
undervaluation of major currencies. If 
we are to avoid this danger in the future, 
we must devise policies and techniques 
which will lead to more effective exchange 
rate flexibility than has existed in the past. 
Nor can appropriate freedom to adjust 
parities be denied to the reserve centres, 
if they are to undertake the same commit¬ 
ment for financing their imbalances as 
other countries. There continues to be 
wide agreement that the par value system 
should remain the basis of the future ex¬ 
change rate mechanism. But there must be 
assurance that changes in parities will be 
made promptly, before payments im¬ 
balances build up to unmanageable pro¬ 
portions. This, perhaps together with 


access to widened exchange margins under 
appropriate safeguards, should go far to 
curb disruptive speculation. One of ;our 
principal tasks will be to clarify the role 
of international consultation and initia¬ 
tive to ensure a satisfactory structure 
of exchange rates. 

The reform and strengthening of the 
international monetary system to serve 
the needs of all countries is a complex 
and challenging task, and we cannot ex¬ 
pect to complete it overnight. But we 
must seize this opportunity to build an 
enduring system, not least because of the 
benefits that developing nations will de¬ 
rive from a smoothly functioning system 
less prone to crises and more capable of 
helping to maintain the growth in world 
trade on which all countries heavily 
depend. The attitudes and uncertainties 
bred by frequent monetary crises cannot 
but affect adversely the external climate in 
which economic development of count¬ 
ries has to proceed. Recent experience 
has given ample demonstration of the im¬ 
pediments that developing countries en¬ 
counter in their efforts to make orderly 
progress when the world economy remains 
vulnerable to disturbances. 

notable achievement 

A notable achievement in relations bet¬ 
ween nations since the middle fifties was 
the growing acceptance by industrial 
countries of the need to share responsibi¬ 
lity for assisting economic development. 
In recent years, unfortunately, that spirit 
has weakened and the actions of develop¬ 
ed countries — despite their growing 
affluence—have not measured up to their 
responsibilities. Development assistance* 
in particular, has faltered badly, and im¬ 
provements in the terms of assistance* 
such as aid untying, have dropped into 
the background. The scheme of preference 
for exports from developing countries has- 
been accomplished only in part. A great 
deal remains to be done in broadening 
the access to the developed markets of 
both primary and manufactured products 
of developng countries. This calls for 
difficult adjustments in the developed 
countries, and they may well be reluctant 
to act as long as the overall international 
monetary situation remains uncertain. 
We are unlikely to achieve the structural 
changes in world trade and capital flows 
that will most benefit the developing 
countries unless the international mone¬ 
tary system functions efficiently. 

Developing countries have an impor- 
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tant stake in the preservation of an 
orderly system of trade and payments. 
It is sometimes argued that the 
rules of conduct in currency and pay¬ 
ments relations that are suitable for de¬ 
veloped countries are not appropriate for 
developing countries. I do not agree with 
this view, for I have no doubt that the 
interests of the two groups of countries 
coincide on most matters concerning 
economic growth and stability. Each has 
problems that are unique to its economic 
situation, but this only means that the 
code of conduct that should govern the 
system should be capable of flexible appli¬ 
cation so as to accommodate these special 
problems and needs. Within the frame¬ 
work of the present Articles, the Fund 
has evolved policies and practices which 
have proved responsive to the interests of 
all groups and indeed to the circums¬ 
tances of each particular member. The 
Fund’s attitude toward exchange prac¬ 
tices and restrictions and its policies on 
the use of its resources, including the 
compensatory and buffer stock financing 
facilities, are examples of the way in which 
it has been able to meet the needs of 
developing and developed countries equ¬ 
ally well. 1 strongly believe that we should 
continue to preserve a universal code 
applying to all countries in a manner 
that takes full cognisance of their special 
circumstances. 

Such a universal system in no way 
preciudes a useful role for regional groups 
designed to promote closer monetary and 
trade relations. These arrangements can 
be of particular advantage to small count¬ 
ries by providing access to a larger market, 
thus facilitating a more productive use of 
resources. The Fund co-operates closely 
with regional organisations and will con¬ 
tinue to support efforts to establish regional 
co-operative arrangements. 

SDR facility 

Earlier I emphasised that, in connection 
with our forthcoming consideration of 
the restructuring of the international 
monetary system, much thought has to 
be given to the further development of 
the SDR facility. An aspect of SDRs 
that will certainly be examined is that of a 
link between SDRs and development 
financing. The Fund has been studying 
this question in response to the desires 
of many Governors at the last two An¬ 
nual Meetings. This study will now have 
to be set in the context of the larger role 
that SDRs may play as the growing ele¬ 
ment in international reserves and the 


principal source of international liquidity 
in ytars to come. The report by the 
UNCTAD Secretariat on the Interna¬ 
tional monetary situation has set forth 
arguments in favour of the link. The 
Fund’s study will take that report into ac¬ 
count as well as the many suggestions that 
have been made on the subject at this 
conference and at the recent meeting 
in Caracas. What we must consider is 
how best to evolve this new instrument 
so as to ensure its position as a ma¬ 
jor — and ultimately the major—reserve 
asset. This means that we must 
carefully consider what collateral uses 
of SDRs can be compatible with the effi¬ 
cient functioning of the international 
monetary system. The various forms of 
link between SDRs and development 
finance that have been suggested need to 
be examined from the point of view of 
their effect on the quantity and quality 
of development aid, and on the working 
of the SDR mechanism. I should also 
add that some of the proposals now being 
made for the reform of the intrnational 
monetary system may give rise to still 
other possibilities of transferring resources 
for development, all of which will re¬ 
ceive our full attention. 

important subjects 

The UNCTAD Secretariat report that 
I just mentioned also touches on two other 
important subjects on which I would like 
to comment briefly. One is the size of the 
quotas of developing countries in the 
Fund. I agree that developing countries 
have a particular need to rely on the re¬ 
sources of the Fund in view of the varia¬ 
bility in their trade, and their difficult 
access to alternative sources of interna¬ 
tional finance. Indeed, in view of these 
considerations, special upward adjust¬ 
ments have been made in the past in the 
quotas of developing countries. Countries 
that are in the lower range of develop¬ 
ment (‘‘hard core” least developed count¬ 
ries) have a share in total Fund quotas 
well over three times greater than their 
share in world exports. But our work in 
this area has not stopped. The Fund is 
now engaged in a review of the methods 
by which quotas have been computed in 
the past to ensure that in future quotas 
of members adequately reflect their econo¬ 
mic circumstances. An increase in the 
share of developing countries in total 
Fund quotas would, of course, not only 
broaden their access to conditional li¬ 
quidity by the Fund but also increase 
.their share in SDR allocation, as long as 
the latter continues to be based on Fund 



quotas as required by the Articles of 
Agreement. 


The other subject noted in the UNCTAD 
report is the important one of decision 
making. It is clearly appropriate, as 
was emphasised in the Governors’ re¬ 
solution at the Annual Meeting that the 
examination and reform of the interna¬ 
tional monetary system should be carried 
out in the Fund. While the Articles pro¬ 
vide that decisions of the Executive 
Directors can be taken by weighted vot¬ 
ing, in practice the Fund operates by 
consensus and its decisions reflect the 
views of Executive Directors representing 
all 120 members of the Fund. However, 
reform of the monetary system entails 
so many complex policy problems that 
from time to time it may be desirable 
that major issues be discussed at the high¬ 
est financial and political levels. It is this 
consideration that has led the Fund to 
give active thought to the creation of a 
Committee of the Board of Governors, 
selected on a basis comparable to that of 
the Executive Board. Clearly, its size 
would have to be a compromise between 
the widest possible membership and the 
compactness necessary for fruitful nego¬ 
tiations. This and many other questions 
arc yet to be settled. But if an agreement 
on the creation of such a committee can 
be reached, it would, in my view, greatly 
facilitate the negotiations of major issues 
that may arise in connection with the re¬ 
form as it would give full weight to the in¬ 
terests of all members of the Fund. 1 am 
gratified by the strong and unanimous 
support that this idea received at the meet¬ 
ing of the Group of 24 at Caracas earlier 
this month. 

task unfolfllied 

Mr chairman, the problems of trade 
and development with which this con¬ 
ference is concerned are urgent. Despite 
two decades of effort and achievement, 
the task of developing the greater part of 
the world, and improving the standard 
of living of most of its population, re¬ 
mains unfulfilled. There is need for more 
intensive effort on the part of developing 
countries and more substantial collabo¬ 
ration on the part of others. This con¬ 
ference will undoubtedly point to many 
constructive ideas and suggestions. The 
principal task for us in the Fund will be 
to strengthen the international monetary 
system so that these ideas and suggestions 
can be effectively carried out and yield 
that ail of us hope for. 
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When production 

is by consent 


In his presidential address to the 39th 
annual general meeting of the Employ¬ 
ers’ Federation of India (EFI) held in 
Bombay a lew days ago, Mr Naval H. 
Tata dealt incisively with such issues as 
bonus, strikes and productivity. He also 
subjected to a searching analysis the 
concept of “Garibi Hatuo”. n slogan which 
has now attained a truely international 
status. 

To quote Mr Tala, “while ‘Garibi 
Hhtao’ is meant for the entire nation, 
somehow our trade union leaders, in their 
dramatised self-pity, have led the workers 
in organised industries and services to be¬ 
lieve that, in this grand plan for relief of 
poverty, they are the primary beneficiaries. 
They seem to ignore conveniently the 
ocean of humanity far less fortunate than 
themselves*'. In other words, they have 
failed to keep in view the larger picture of 
Indian poverty as Prime Minister Indira 
Gandhi wanted them to when, in May last 
year, she made an appeal to the country's 
trade union leaders. She had then said: 
"The employed, particularly in the orga¬ 
nised sector, who enjoy a measure of social 
security should recognise that, in our coun¬ 
try*, to be employed is in itself a pri\ilej 2 c." 

gliaring disparity 

Our organised industrial workers who 
are most vocal and vociferous, although 
small in number - only a fraction of the 
massive working population of the coun¬ 
try thanks to their mainly urban- 
based trade union leaders, have brought 
about such a glaring disparity in the ranks 
of our working population that Mr Tata 
Ibk like saying: "Before we talk endlessly 
of the widening gap between the rich and 
poor nations and between the rich and the 
poor of the nation, let us spare some mo¬ 
ments in rectifying a grievous social in¬ 
justice within the working classes." 

Considering the fact that, as against 
the average per capita annual earnings of 
Rs 2,473 of our organised industrial wor¬ 
kers, the income of a whole rural labour 


household was only Rs 955 in 1967-68, 
and also the fact that as many as 20 mil¬ 
lion of our country’s unemployed have no 
income whatsoever, it is but right that the 
call for “Garibi Hatao” should accord 
greater priority to this large segment of 
non-industrial workers rather than to or¬ 
ganised industrial workers, us Mr Tata 
suggested. 

specific issues 

To turn now' to the specific issues 
that EFT president touched upon, he 
pointed out that since the enactment of the 
Bonus Act, on a rough estimate, “no less 
than 10 per cent of all industrial strikes 
have had their origin in the issue of bonus 
and the country inis lost thousands of 
mandays in strikes, go-slows and lock¬ 
outs, after endless litigation.” It is un¬ 
necessary to go into all the circumstances 
and the factors that have led to this sorry 
stale of affairs — Mr Tata has put down 
everyone of these step by step — but we 
may ask with him the question: “Can 
we not devise other ways of dealing with 
this vexed question?” Here are the two 
alternatives that Mr Tata has put for¬ 
ward : 

(1) Any other practical alternative than 
the Bonus Act formula whereby the go¬ 
vernment itclf would disburse bonus di¬ 
rectly without involving the management, 
say by levying a surcharge related to pro¬ 
duction and disbursing it as a national di¬ 
vidend of labour. 

(2) A direct increase in wages. 

Obviously neither of these suggestions 
seems to have been fully thought out by 
Mr Tata. For, as he himself noted, both 
suffer from the same defect as the present 
provision of minimum bonus, in that they 
too arc neither related to productivity 
nor to profit. They are probably his loud 
thoughts on the admittedly frustrating pro¬ 
blem of bonus. Jt is significant that, in 
stressing the need for another look at the 
issues, he wanted to make bonus “an 
instrument of not only higher productivity. 


but something which would porotnie cordial 
industrial relations '\ Note that he did not 
even so much as make a passing mention 
of profits here. All that he seems con¬ 
cerned with is cordial industrial relations. 

As in the ease of bonus, the attitude 
of most of our industrial workers and trade 
union leaders towards strikes and lock¬ 
outs is short-sighted and selfish rather than 
national good-oriented. This has become 
particularly conspicuous since the recent 
reference to a moratorium on strikes and 
lock-outs, made by our President and the 
Prime Minister. Instead of reacting to the 
appeal in a constructive manner, our 
members of Parliament and trade union 
leaders straightaway sought to denounce 
it as an attempt to abridge the fundamen¬ 
tal right to strike. 

voluntary gesture 

Mr Tata, on the other hand, pointed 
out, that the right to strike for the w r er 
and the right to lock-out for the employer 
are not fundamental rights, nor arc they 
enshrined in ILO conventions. And, ac¬ 
cordingly, he interpreted the appeal from 
the two topmost dignitaries of the country 
not as a plea for a ban on strikes but as 
a call for a voluntary gesture on the part 
of both workers and employers not to in¬ 
voke it for a specified period in the 
national interest. He further wanted to 
drive home this point: “Strikes and lock¬ 
outs are reciprocal rights to counteract: 
the threat from each other, in the process 
of collective bargaining; one cannot exist 
without the other”. In this connection, 
he urged the government to impress upon 
trade union leaders how they have con¬ 
veniently overlooked this fact by a refe¬ 
rence to the position prevailing in ail 
essential services where it is not possible 
for the government to exercise its right 
to lock-out for reasons of national defence 
or for maintaining essential services for 
the public. 

To the extent that the government does 
this, it can be held that the government 
has voluntarily renounced its right to lock- 
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out..Bui no trade union leader or labour 
minister has cared to tell the workers, on 
grounds of reciprocity, voluntarily to 
Forgo their right to strike in these essential 
services. 

Talking of lock-outs, 1 may draw atten¬ 
tion to Mr Tata’s remarks on the latest 
legislation regarding closures of industries. 
As per this legislation, a prior notice of 
60 days is required before any industry de¬ 
cides to close or face severe penalties in¬ 
cluding imprisonment. This surely is exter- 
mcly one-sided and stems from the suppo¬ 
sition that businessmen close down their 
shutters deliberately to cause avoidable 
unemployment. As the EFI president 
observed, “No businessman in his 
senses, invariably involved as he is in 
having borrowings against his personal 
securities and guarantees, will expose him¬ 
self to an action for take-over or liquida¬ 
tion by the bank by deliberately closing the 
doors of his units”. 

Moreover, “in these days of uncertain 
finance, dubious supply of raw materials 
and frequent and unpredictable industrial 
disputes involving law and order, can any 
employer by any stretch of imagination 
foretell 60 days in advance that he would 
be compelled to close down on a certain 
prespecified date?”. Mr Tata was, there¬ 
fore, perfectly justified in asking the La¬ 
bour Minister whether he would be willing 
to enact a similar legislation compelling 
workers to give to government 60 days’ 
clear notice for an indefinite total strike. 

As for productivity, Mr Tata can 
certainly be excused for holding the view 
that whatever modest increases in produc¬ 
tivity the country has witnessed so far can 
truthfully be said to have been achieved in 
spite of trade union indifference, if not 
opposition. It is excusable because, by 
and large, our trade unions make a point 
of opposing all forms] of rationalisation, 
modernisation, innovation and, in fact, any 
measure direct or indirect, to improve pro¬ 
ductivity. Why this is so was also brought 
out by him. He gave as many as seven rea¬ 
sons — fear of higher share of the addi¬ 
tional profit to the employer; apprehen¬ 
sion of an erosion of potential employ¬ 
ment; possibility of greater strain on wor¬ 
kers; disinclination to exert more; the 
inherent disincentive of our wage pattern; 
lack of relation between profit-sharing and 
productivity, albeit up to a point, and 
workers’ reluctance to concede any credit 
to labour-saving equipment for higher 
production. 

These reasons ought to make our labour 
leaders as well us our labour ministers 


do some hard thinking with a view to 
educating our workers and dispelling their 
doubts on this vital question. At the same 
time, as Mr Tata exhorted employers, in 
this age of “production by consent”, it i& 
difficult to ex|>ect any breakthrough in 
higher productivity without the co-opera¬ 
tion of both trade unions and workers. The 


sooner this co-operation is sought and got, 
the better in would be for our coufcby. 
Unless this is done, our goods will be priced 
out of all our export markets, a contin¬ 
gency that we shudder even to contemp¬ 
late when export earnings bid to become 
practically the sole reliable source of 
foreign exchange earnings for the countiy. 
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Private Employer and 

Social Accountability 


Divine rights have become a thing of 
the post: kings and queens have long re¬ 
conciled themselves to this fact. But 
not some of the so-called princes of pri¬ 
vate industry in the country. 

Mr G.K. Devarajulu’s presidential ad¬ 
dress at the thirtyninth annual session of 
the All India Organization of Employers 
was replete with peevish assertions of this 
anachronistic right. No wonder that the 
union Labour Minister, Mr R.K. Khadil- 
kar, was compelled to give the assembled 
employers a sharp lesson on social 
accountability. 

It is a pity that a powerful section 
of the employers in India is still 
living in the mid-nineteenth century. 
They have no compunction in asserting 
their right to hire or fire labour. The em¬ 
ployers seemed to be rattled at the govern¬ 
ment's new policy to give priority to em¬ 
ployment rather than GNP promotion. 
The presidential address darkly warns the 
government that it will be wrong to look 
upon industry as a provider of massive 
direct employment,” Shorn of the quali¬ 
fying words, this means that the private 
sector cares two hoots about massive em¬ 
ployment, but is more concerned about its 
rate of profit. 

making merry 

During the last four Plan periods, the 
private sector was making merry under the 
slogan of production for growth. The effect 
of hitching the Plans to the lodestar of 
GNP promotion has led to serious distor¬ 
tions in the economy. While encouraging 
the rapid growth of monopoly and making 
the rich richer, it has resulted in massive 
unemployment and impoverishment of 
the masses. The real wages of the very 
workers who raised production to new 
heights have remained static during the 
last two decades. The government has at 
last woken up to the mischief caused by 
the slogan “production for growth” and 
has decided to reverse it with the slogan 
"growth for social justice.” One of the 
key elements of this slogan is the stress 
on priority to employment. But if Mr 
Devarajulu’s address is an indication of 


This is the text of the AIR broadcast 
which has been referred to editorially 
in this issue (cf page 877) 


the mind of the private sector in the 
country, it is opposed to this policy. 

The employers do not consider it their 
responsibility in helping liquidate unem¬ 
ployment in the country. They imvc also 
revealed their vested interest in its conti 
nuance. A cheap labour market is the 
dream of every profit-obsessed capitalist. 

Another passage in the president’s 
address also reveals the working of the 
minds of the leaders of the private sector. 
The address has strongly opposed the 
demand for a decent bonus. According 
to Mr Dcvarajulu “the bonus sum re¬ 
presents no more or no less than the capa¬ 
city to mulct the industry to the maximum 
at any given time.” To make such a 
statement after the bonus law has been 
in operation for so many years is, to say 
the least, Rip Van Winklish. 

Imposing discipline 

The attitude of the employers as crys¬ 
tallized in the President’s address does 
not augur well for smooth industrial re¬ 
lations in the country. As usual, the em¬ 
ployers allege that labour is the villain 
in deteriorating industrial relationships. 
They want the government to impose so- 
called “discipline” on the workers. This 
means, while the employers will be at li¬ 
berty to flout accepted obligations, the 
government should rush to their aid to 
put down the workers who will naturally 
insist and struggle against such doings. 

The employers plead that the manage¬ 
ment and workers should be inspired by 
an identity of purpose. But one fails to 
understand, how tncre could be any iden¬ 
tity of puipose between employers who 
are not prepared to accept the social im¬ 
plications implicit in the government’s 
employment-oriented policy of develop¬ 
ment, and workers who have a vital stalce 
in making this policy successful. Con¬ 


flicts arc bound to arise, unless the em¬ 
ployers are prepared to change their 
present high and mighty attitude. 

Mr Khadilkar should be congratulated 
for his blunt speaking. He asked the em¬ 
ployers to free themselves from their fixa¬ 
tions. Instead of exhorting the govern¬ 
ment and labour to practise self-discipline, 
it would pay dividends if the employers’ 
organizations, for a change, took up “the 
task of educating and disciplining their 
constituents in accepting the obligations 
that flow from the very fact of their hav¬ 
ing the citizens of this country in their 
employment,” he pointed out: 

correct fashion 

It has become a fashion these days to 
compare the relatively high income level 
of industrial workers to the low per capita 
income of the population in general. The 
implication is that the workers were tak¬ 
ing an anti-social stance by demanding 
higher wages and better conditions of 
work. The presidential address had also 
raised this bogey. But Mr Khadilkar gave 
it a hard knock. There has to be a great 
deal of levelling up, he said. But equally 
a considerable amount of levelling down 
has also to be done. The tallest poppies 
have to be cut. Mr Khadilkar gave 
the employers another piece of advice. 
If they want to stay in business, it will 
be wise of them to exercise more self-dis¬ 
cipline, recognize the source of their po¬ 
wer and above all its limitations. 
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■■JP Our Parliamentary Corrwpand—it 
■ ^VB" New Delhi, Satutday 

PRESS GALLERY 


Thb demands for grants of four more 
ministries •— (i) the Ministry of Home 
Affairs, (ii) the Ministry of Industrial 
Development, (iii) the Ministry of Exter¬ 
nal Affairs, and (iv) the Ministry of In¬ 
formation and Broadcasting—were adop¬ 
ted by the Lok Sabha this week. Those 
of the Ministry of Defence were incon¬ 
clusively debated. The Minister for Agri¬ 
culture, Mr Fakhruddin Ali Ahmed, 
clarified the thinking of the union govern¬ 
ment on the issue of farm land ceilings. 
Another highlight of the proceedings of 
the House was the introduction of the 
Constitution (29th Amendment) Bill. 

Widespread concern over the fall in 
the growth rate of industrial production 
last year was the main feature of the de¬ 
bate on the demands for grants of the 
Ministry of Industrial Development. It 
: was strongly urged by almost all the parti¬ 
cipants in this debate that the government 
* should go into the causes of the slow pro¬ 
gress on the industrial front and expedi¬ 
tiously take steps to reverse the declining 
trend. Several members complained that 
licensing procedures were still very com¬ 
plicated, red-tape ridden and time-consum¬ 
ing. Quite often, it was alleged, entrepre¬ 
neurs got frustrated with these procedures 
and gave up the very idea of starting in- 
. dustry. The leftist members of the House 
accused the government of becoming soft 
- towards monopoly houses as well as foreign 
, concerns in complete disregard of its de¬ 
clared policy of curbing monopolies. They 
also felt that not enough was being done to 
foster self-reliance. Some others, however, 
pointed out that restrictions on the growth 
of monopoly houses was one of the pri¬ 
mary reasons for the slow pace of indus¬ 
trial progress during the past three years. 

sick mills 

The steady increase in the number of sick 
industrial units in the country was also 
adversely commented upon. Pleas were 
' made for a revision of the Industrial 
Policy Resolution with a view to accele¬ 
rating growth. The cause of backward 
areas for industrialisation was cham¬ 
pioned by many. Some members argued 
foe rapid expansion of agro-based indust¬ 
ries. The need for stepping up the produc¬ 


tion of essential consumer goods was also 
stressed. 

In his reply to the debate, the Minister 
for Industrial Development, Mr Moinul 
Haque Choudhury, denied the charge that 
the government had become soft towards 
monopoly houses. Since he assumed 
the charge of this Ministry, the share of 
larger houses in the industrial licences 
issued, he pointed out, had gone down 
from 17.19 per cent to 3.7 per cent. He 
agreed with members that industrial 
growth last year had left much to be de¬ 
sired. But one of the main causes of this, 
he said, was a sharp decline in the produc¬ 
tion of sugar, cotton yarn and steel. These 
three industries alone, he stressed, had 
depressed the industrial growth rate by 
about 3.5 per cent. Mr Choudhury de¬ 
nied the allegation that the government 
had taken a decision to allow foreign 
subsidiaries to set up units in export- 
oriented and labour-intensive industries. 

new licences 

The Minister for Industrial Develop¬ 
ment expressed the hope that as a result 
of the speeding up of the clearance of 
applications for industrial licences, the 
rate of industrial growth would start im¬ 
proving soon; the full impact of this, he 
pointed out, would, however, be known 
in about three years* time. The number 
of industrial licences and letters of intent 
issued last year, Mr Choudhury said, was 
nearly three times of the figure for 1969. 
A close watch, he added, would be kept on 
the implementation of the new licences. 
The necessary assistance would be given 
to entrepreneurs wherever needed, but 
the licences would be revoked if not imple¬ 
mented according to the specified sche¬ 
dules. 

Referring to the development of back¬ 
ward areas, the Minister indicated that 
some more concessions for setting up 
industries in these areas might be an¬ 
nounced soon; the matter, he disclosed, 
was under the consideration of the Plann¬ 
ing Commission and his Ministry. Mr 
Choudhury also revealed that the govern¬ 
ment was thinking of establishing a cor¬ 
poration to run “sick” industrial units. 
On the question of the nationalisation of 


industries, he recalled the Prime Minis¬ 
ter’s redent observation that while the 
government was not averse to this step, 
it wanted its approach towards this prob¬ 
lem to be pragmatic. 

Mr Choudhury announced that an 
agreement for the proposed joint sector 
scooter project to be located at Lucknow 
would be signed soon with an Italian firm 
and production would start within a year. 
The ministerial examination of the public 
sector project for the manufacture of dry 
batteries, he farther revealed, had also 
been completed. a Another announcement 
made by the Minister was that the govern¬ 
ment had taken the decision to establish 
a holding company for machine tools. 

Indo-Pak talks 

The current emissary-level talks with 
Pakistan at Murree to prepare ground for 
a summit meeting between Prime Minis¬ 
ter, Mrs Indira Gandhi, and Pakistan 
President, Mr Z.A. Bhutto, dominated 
the debate on the demands for grants of 
the Ministry of External Affairs, although 
the other aspects of our foreign policy 
too came in for a good deal of discussion. 
There was a general consensus that the 
main stress in the talks with Pakistan 
should be on an overall settlement of 
the issues of dispute with that country 
in the interest of a durable peace 
on the sub-continent and not only on 
the settling of the controversy over 
the prisoners taken by the two countries 
during the last conflict. 

Several members desired that the Sino- 
Indian relations should also be normalised, 
but some others doubted whether the time 
was ripe for parleys with China. Some 
Congress members advocated continued 
support by the government of India to the 
Arab cause in west Asia. Some others plea¬ 
ded for a rapprochement between our 
country and the United States. The Viet¬ 
nam issue too figured prominently in this 
debate and a good deal of resentment was 
expressed over the renewed mass scale 
fighting in this strife-torn country. While 
Indo-USSR friendship was generally 
appreciated, the spokesmen of the Jana 
Sangh and the Socialist parties were criti¬ 
cal of the concept of Asian security under 
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Soviet auspices. The usual plea for the 
recognition of the German Democratic 
Republic and the Provisional Government 
of South Vietnam, which has its seat of 
operation in North Vietnam, were also 
made by the leftist members of the 
House, A former minister of the union 
government, Mr B.R. Bhagat, desired that 
one per cent of India’s GNP should be 
set apart for giving assistance to develo¬ 
ping nations. 

hand of friendship 

In his reply to this debate, the Minister 
for External Affairs, Mr Swaran Singh, 
expressed the hope that the proposed Indo- 
Pakistan talks would pave the way for a 
lasting peace on the sub-continent. He 
urged Pakistan to grasp the hand of friend¬ 
ship extended by India. The External 
Affairs Minister assured the House that 
Bangladesh would necessarily be a party 
lo any settlement of the outstanding 
issues between India and Pakistan. 

Referring to Vietnam, Mr Swaran Singh 
felt that the prospects of the resumption 
of Paris talks on the issue had brightened. 
He hoped that these talks would lead to a 
settlement not only of the Vietnam con¬ 
flict but also of the difficulties of all the 
three lndo-China states within the frame¬ 
work of the Geneva agreement. On Sino- 
Indian relations, he said, that India would 
take the necessary steps for a detente 
whenever an opportunity came up for 
some concrete action. He regretted that 
as yet there had been no positive indica¬ 
tion from Washington to improve Indo- 
US relations. The Indo-Soviet relations, 
he added, were very cordial and the go¬ 
vernment of India was grateful to Moscow 
for its support in times of need and diffi¬ 
culty when “others wavered, hesitated and 
even worked against us*\ Mr Swaran 
Singh thought that the fears of some mem¬ 
bers that India was becoming a satellite 
for the Soviet Union were unwarranted. 
There was no question of this country be¬ 
coming a client state of any other nation, 
he stressed. On West Asia, he said, India 
continued to support the Arab cause. 

Mr Swaran Singh welcomed the idea of 
collective security in south-east Asia and 
pointed out that it should not be viewed 
as an extension of the Brezhnev doctorine. 
He revealed that Malaysia had shown inte¬ 
rest in this concept and even Australia 
had made some queries. The External 
Affairs Minister wanted the Indian Ocean 
to be declared a peace zone in which ships 
carrying nuclear weapons should not be 
allowed. 

Earlier intervening this debate, the De¬ 
puty Minister for External Affairs, Mr 


Surrindra Pal Singh dealt with our rela¬ 
tions with the neighbouring countries like 
Ceylon, Nepal, Bhutan and Burma. The 
relations with these countries, he obser¬ 
ved, were friendly. He deprecated the 
allegation in some quarters that we had 
designs on Ceylon. 

As could be expected, the controversy 
over the recent order of the government 
restricting the pages of newspapers to ten 
dominated the debate on the demands for 
grants of the Ministry of Information and 
Broadcasting. While the Congress and 
CPI members supported the step, the 
spokesmen of the Swatantra, Congress(O) 
and Utkal Congress parties assailed it. 
The Swatantra spokesmen accused the 
ruling party of using newsprint as an inst¬ 
rument for curbing the freedom of the 
press; the government, he observed, was 
not at all worried about the havoc which 
the above order was likely to play with 
newspapers. A similar view was expressed 
by the Congress-O spokesmen in this de¬ 
bate. The Utkal Congress spokesman, 
however, wondered why the simpler me¬ 
thod of price-page schedule was not re¬ 
sorted to by the government, instead of 
imposing the ceiling of 10 pages. Some 
of the Congress and other members with 
leftiest leanings wanted the government to 
introduce without delay legislation to 
secure diffusion of newspaper ownership. 
The affairs of the Children’s Film Society 
also came in for scathing criticism. So 
also the role of All India Radio (AIR) 
and other information media. It was 
alleged that AIR and other information 
media, were being used to help the ruling 
party. The oft-repeated plea for covert - 
ing AIR into a statutory corporation was 
reiterated: Some members wanted the 
Press Trust of India as well to be conver¬ 
ted into a corporation. 

no ulterior motive 

The Minister of State for Information 
and Broadcasting, MrsNandini Satpathy, 
stoutly refuted the allegation that there 
was any ulterior motive for restricting the 
size of newspapers. The only reason for 
this, she pointed out, was the necessity 
to contain foreign exchange outgo on the 
import of newsprint in the present tight 
foreign exchange situation. She stressed 
that the government believed in the free¬ 
dom of the press and that it must be accep¬ 
ted as a basic principle of democracy. 
The government, therefore, would like to 
sec opinions expressed freely, subject 
only to the limits of national security, 
not only by the persons who had means 
and resources to do so but also by those 
who wished and were capable of doing so. 
The newsprint policy, she assured the 
House, would be reviewed as soon as the 


report of the fact finding committee was 
available. Referring to films, Mrs Sat¬ 
pathy disclosed that her Ministry and the 
Ministry of Foreign Trade were jointly 
considering the setting up of a composite 
public sector undertaking to look after 
the exports of Indian films, imports of 
foreign films, loans for the production of 
“deserving” films and the creation of dist¬ 
ribution and exhibition facilities directly 
under this undertaking. She did not agree 
to the suggestion for converting AIR into 
an autonomous corporation. The TV 
network in the country, she said, was being 
expanded. 

major announcements 

In her reply to the discussion on the 
demands for grants of the Ministry of 
Home Affairs (the highlights of this de¬ 
bate were reported in this column last 
week), the Prime Minister. Mrs Indira 
Gandhi, made two important announce¬ 
ments. The first was that the government 
would soon bring forward legislation to 
severely cut the role of foreign money in 
the country's public life. The intention 
is to completely prohibit the receipt of 
foreign money by candidates,standing lor 
elections, political parties, employees of 
the government, public sector under¬ 
takings and newspapers. Associations, 
trusts and foundations would require 
prior sanction for receiving funds from 
abroad. In the case of individuals, inti¬ 
mation would have to be given to the go¬ 
vernment by the recipients on a pres¬ 
cribed form. 

The second announcement concerned 
defection by legislators. The Prime Minis¬ 
ter indicated that a bill was being con¬ 
sidered by the government in this regard 
which would make it necessary for the 
defecting legislators to resign and seek 
fresh mandate. Mrs Gandhi denied the 
charge of the opposition members that 
this legislation had been deliberately de¬ 
layed by the government. The cause of 
delay, she added, was the failure of the 
opposition parties to respond promptly 
to the government's communication to 
them in this connection. 

The Prime Minister virtually ruled out 
the consideration of the demand lor 
greater autonomy for slates. The central 
government, she stressed, had been ex¬ 
tending full co-operation to state govern¬ 
ments regardless of which party was in 
power. The chief ministers of all the 
states, including those ruled by the opposi¬ 
tion parties, were also always willing to 
co-opcratc with the centre. She thought 
that the centre-state relationship as en¬ 
visaged in the Constitution was basically 
sound. 

Mrs Gandhi castigated the opposition 
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members who had alleged that elections 
had been rigged. She characterised this 
charge as fantastic. She was particularly 
severe in her references to the CPM, 
which party, she said, was not even 
willing to concede that democracy could 
deliver the goods. The CPM, she pointed 
out, had always talked of negation of de¬ 
mocracy and emergence of one party rule 
in the country. It had at no time under¬ 
stood democracy as it was commonly 
understood. 

The Prime Minister also informed the 
House that the government had accepted 
the plea for ending discrimination against 
married woman in the matter of seeking 
or retaining employment in government 
services. She expressed her preference for 
the abolition of capital punishment. 

The highlight of the inconclusive de¬ 
bate on the demands of the Ministry of 
Defence was the strong plea made by seve¬ 
ral members, belonging both to the trea¬ 
sury and the opposition benches, for the 
country going nuclear. They maintained 
that the high cost involved should be no 
argument against our doing so; no price 
was too high when it came to guarding 
the freedom of the nation. The perfor¬ 
mance of the defence forces during the 
last December's conflict with Pakistan 
was highly praised by all the sections of 
the House. The need to strengthen the 
defences of the country was reiterated. 
Hopes were expressed that the welfare pro¬ 
grammes for ex-servicemen and the de¬ 
pendents of those who were killed or in¬ 
jured in the Indo-Pakistan conflict would 
be implemented expeditiously. 

ceiling on land holding 

The Minister for Agriculture, in a state¬ 
ment, clarified that the ceiling of 10 to 
18 acres on land holding by n family 
of five, consisting of husband, wife and 
three minor children, was envisaged in 
the case of lands which were prennially 
irrigated from government sources. The 
lands irrigated by private tubewells. 
therefore, would be outside the purview 
of the above ceiling. He quoted in this 
regard the enactment by Parliament itself 
for West Bengal. Most of the other states, 
he said, were following this principle. 

The Constitution (29th Amendment) 
Bill, which seeks to amend Article 31-A 
of the Constitution to enable the govern¬ 
ment to pay compensation for acquisi¬ 
tion of land at a price to be fixed by it 
which may not be the market value of the 
acquired land, was introduced in Lok 
Sabha this week. The provisions of the 
Bill are proposed to be given retrospective 
effect from June 20, 1964. 


In areport submitted to the Lok Sabha 
on Atjril 27, the Estimates Committee 
of Parliament expressed deep concern 
over the paucity of raw materials for in¬ 
dustries. It suggested that instead of a 
number of ministries and government de¬ 
partments being responsible for meeting 
the needs of industrial raw materials, a 
central planning agency should be set up 
to keep a constant and strict watch over 
the supply position so that remedial steps 
could be taken expeditiously. The Com¬ 
mittee also referred to the “lack of proper 
planning” in developing the requisite capa¬ 
cities for the production of basic raw ma¬ 
terials. 

economic production 

An important guideline for the pro¬ 
cessing of applications for industrial 
licences, it opined, ought to be whether the 
capacity to be licensed offered scope for 
economic production. The development 
of backward areas and a rational distribu¬ 
tion of industries in the various parts of 
the country were stressed by the commi¬ 
ttee. In regard to foreign collaborations, 
it said that a close watch should be kept 
on the results of these collaborations. Care 
should be taken that the efforts at self- 
reliance were not marred by undue im¬ 
ports of foreign know-how. 

The committee recommended that a 
perspective plan for the next 10 to 15 years 
should be prepared for all the key indus¬ 
tries, so that the live-year requirements and 
year-to-year achievements could be pro¬ 
perly adjudged in this wider perspective. 
All possible encouragement, the commi¬ 
ttee stressed, should be given to entre¬ 
preneurs who wanted to set up labour- 
intensive industries. 

In its 44th report, the Public Ac¬ 
counts Committee of Parliament has 
expressed the view that it is not worth¬ 
while to tax commodities in the case of 
which the annual yield from taxes is less 
than Rs 50 lakhs. The committee has 
mentioned specifically in this regard the 
products manufactured by small industrial 
units dispersed throughout the country. 
The levies on these goods or commodities, 
the committee feels, would involve dis¬ 
proportionately large cost of collection. 
It is of the opinion that it is necessary 
to develop a fully integrated system of 
costing to find out the cost of collecting 
taxes commodity-wise. 

In its 20th report on the working of the 
Shipping Corporation of India, the Parlia¬ 
mentary Committee on Public Undertak¬ 
ings has recommended the drawing up of 
a need-based shipping programme integ¬ 


rated with the capacity of indigenous 
shipyards. The committee has pointed 
out that the^ country would have'a total 
tonnage of only 33.77 lakh GRT at the 
end of the fourth Plan, on the basis of the 
existing tonnage and orders placed by 
March 31, 1972. There will, thus* be a 
sizeable shortfall in the achievement of 
the fourth Plan target of raising the shipp¬ 
ing tonnage in the country to 40 lakh 

The Shipping Corporation of India, the 
committee has suggested, should gear up 
its machinery suitably and take proper 
action to achieve the target assigned to 
it of raising its tonnage to 15.47 lakh 
GRT by 1975. A high-powered commi¬ 
ttee, consisting of the representatives of the 
corporation, other shipping interests, 
Hindustan Shipyard and Mazagaon 
Docks, might be set up to provide guidance 
and to resolve all problems of the corpo¬ 
ration. 

The committee is of the view that de¬ 
velopment of ports and ordering of ships 
should go hand in hand so that valu¬ 
able funds are not locked up in ships which 
the ports are not able to handle and 
which, therefore, have to be chartered out. 
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Alone and honourable 


E. B. Brook 


Vienna. 


It can scarcely have been a surprise to 
any of thfe 14t. countries which have been 
discussing international trade and finan¬ 
cial strategy at the third UNCTAD con¬ 
ference that it has so far provided little 
tangible in the way of assistance to the 
developing countries. From west Europe 
only one voice, that of Federal Germany, 
has offered the developing countries easier 
loan terms at a time when the general 
trend is the other way. From west Europe, 
also, only one voice, that of Dr Mansholt, 
the new President of its Commission, has 
expressed regret that no comprehensive 
and coherent policy on development aid 
was offered by the Common Market at 
the Santiago meeting. 

These niggardly facts are scarcely sur¬ 
prising partly because it is doubtful how 


far west Europe and north America have 
genuine interest in sharing effectively and 
steadily in the industrially developing 
nations* progress. West Europe and the 
USA are getting set for battle with one 
another, for internal economic squabbles 
and have not much time for others. 

The Common Market’s proposal at 
Santiago to raise official development 
assistance from the current 0.35 per cent 
of industrialised countries' gross national 
product to the 0.7 per cent recommended 
by the United Nations for 1975 shows 
how very far the Atlantic states are 
from making the proposal at the second 
UNCTAD conference in New Delhi four 
years ago ?— that there should be a net 
transfer of resources amounting to one 
per cent of gross national product. Many 
of the current transfers, also, carry a 
high interest rate — this despite the fact 
that even the increased assistance propos¬ 
ed by the Market would use up only 1.5 


per cent of the amount by which the 
Atlantic countries will grow richer during 
this decade. 

There is little support either in western 
Europe or the USA for a significantly in¬ 
creased allocation to the industrially de¬ 
veloping area of Special Drawing Rights. 
The United States, itself one of the largest 
users of SDRs, is unenthusiastic. Western 
Europe dislikes the idea of increasing inter¬ 
national liquidity because it considers 
the SDR system to be a factor in preserv¬ 
ing American domination of the interna¬ 
tional money markets. They fear also 
that more liquidity would bring on more 
inflation. 

The extent to which the United States 
and western Europe are preparing for 
sharper economic contest is revealed by 


anxiety in both areas over a possible fur¬ 
ther growth of inflation and by their mea¬ 
sures either to ensure raw material supp¬ 
lies or to buy them more cheaply. 

The anxiety about inflation was' ex¬ 
pressed by the President of the Wcst- 
Deutsche Landes bank Girocentrale. He 
foresees a growth of inflation throughout 
the Common Market because the mone¬ 
tary exchange margins between the Mar¬ 
ket’s currencies have been narrowed with¬ 
out accompanying firm agreements on 
joint Market economic and monetary 
policies. The factors influencing west 
European monetary stability are no 
longer controllable at the same time as the 
USA continues its over-production of 
dollars. 

If, in this German banker's opinion, the 
Market continues its failure to arrive at 
an agreed economic and monetary policy, 
an inflationary policy in one country 
could reduce the stability of the currency 


in another. A mere synchronisation of 
Common Market currencies will not suffice 
as long as some member countries con-? 
tinue to pursue a policy of growth rather' 
than of stability. 

The Common Market, as it moves to¬ 
wards expansion, faces this and many 
other problems, not all of which are likely’: 
even to begin to be solved by the Marker 
summit meeting in Paris next autumn. 
Its institutions need to be more flexible' 
and more democratic. The status of the 
little-publicised European Parliament in 
Strasbourg - - whose members are elec- 


The first part of the article on the 
“Evolution of Sterling Area" by 
Jossleyn Hennessy had appeared in 
our issue dated April 28. The second 
part will appear later—Ed. 


ted by their governments, not by popular 
franchise — needs to be raised and the 
basis of its membership made far more 
popularly representative. There is increas¬ 
ing risk of clash also between Market au¬ 
thority and national sovereignties. There 
is some danger, especially in this period of 
expansion, that the euphoria of apparent 
solidarity may lead to an overruling of 
justified national interests, 

The nations* intention to secure for 
themselves supplies of industrial raw 
materials has been revealed recently both 
by France and the United States, The 
French government is about to detail an 
ambitious plan to diversify its sources 
of basic raw materials through intensified 
worldwide exploration by French firms 
and backed by a stockpiling policy. The 
stockpiling plan will concern itself largely 
with assembling and maintaining a suffi¬ 
cient supply of copper and nickel for all 
French industrial purposes. This may 
eventually damage the interests of such 
non-French copper exporters as Poland 
and South Africa since the aim is for 
French firms to be capable of directly 
controlling supplies amounting to bet¬ 
ween one-quarter and one-third of 
overall French repuirements within five 
years. Through direct and indirect aid 
French firms will be encouraged to ex¬ 
pand their exploration activities, especially 
in Canada, Australia and New Caledonia. 
Investment risks against war and political 
take-overs abroad will be covered by a 
government guarantee. Timber and rare 
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laetals as well as copper, nickel and md list¬ 
's iat ores are included in the plan. 

| The USA, somewhat similarly, is to 
' five government support to private cor¬ 
porations and firms in their dealings with 
foreign governments owning or control- 
L mg mineral or other natural resources 
r-'ital to US industry. The USA is, with 
if apan, the world’s largest consumer of 
;! -aw materials most of which it docs not 
$ jossess. 

' Both the USA and France have recently 


leamt the hard way in their dealings with 
the OI$C and the Algerian government 
that possession remainsnine points of the 
law. As a result, France will mine and 
bore farther afield and the US government 
back and lead its large corporations in 
negotiations with foreign enterprises and 
foreign governments. 

The USA, to west Europe’s concern, 
is also preparing a tougher foreign trade 
policy, including new criticisms of foreign 
trade practices and restrictions. The anti¬ 


dumping law win aiau uc y 

its administration made still mate po¬ 
rous. French and Belgian firms have 
recently suffered from this increased strict¬ 
ness over practices of “selling goods at 
less than fair value” in order to effect a 
sale. Customs procedures ate also to be 
tightened in the USA and there is. a mat 
that US capital may be restrained in 
creating jobs abroad if domestic US 
manufactures are prevented by discrimi- 
nating barriers from selling in those fo¬ 
reign markets on equal terms. 
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It is now generally accepted that Indian 
agriculture which contributes about 48 
per cent of the national income is relative¬ 
ly lightly taxed and for rapid economic de¬ 
velopment, the agricultural sector will 
have to play a more significant role and 
therefore a larger amount of resources will 
have to be mobilised from this sector. 
The emphasis on increasing mobilisation 
in the agricultural sector has become all the 
greater because of the ‘green revolution' 
that has already made its appearance in 
the country. Direct Taxation of Agricul¬ 
ture by Dr A.C. Angrish tries to analyse 
the various aspects of direct agricultural 
taxes in the light of modem principles of 
taxation and requirements of economic 
development of the country and attempts to 
to put forward “a rationalised scheme of 
direct agricultural taxes for the country.” 

revenue significance 

The author, having traced the evolu¬ 
tion of agricultural taxes, has analysed 
the revenue significance of land revenue 
and agricultural income-tax, with a view to 
ascertaining their productivity and elasti¬ 
city. After calculating the burden of land 
revenue and agricultural income-tax, the 
author has come to the conclusion that the 
agricultural sector is undertaxed, especial¬ 
ly in terms of the absolute taxable capa¬ 
city that it possesses. The analysis also 
reveals inter-sectoral and intcrclass in¬ 
equity. The author has .appraised the 
agricultural tax structure in the light of 
the principles of taxation and has brought 
to the forefront the existing defects of land 
revenue and agricultural income tax. In 
this connection he has also discussed 


the pros and cons of the current contro¬ 
versy regarding the abolition of land 
revenue especially on lands below some 
minimum size and has made out a strong 
case not only for the retention ofjand reve¬ 
nue but its enhancement, both on theoreti¬ 
cal and practical grounds. The author 
has critically examined the possible alter¬ 
natives to the existing system of land 
revenue and agricultural income tax and 
has come to the conclusion that on econo¬ 
mic grounds there is no satisfactory alter¬ 
native system. 

taxation reform 

Chapter 8 and 9 which deal with the re¬ 
forms of agricultural taxation are the 
most significant part of the book. The 
author is of the opinion that agricultural 
income-tax may not be a good substitute 
for land revenue from the point of view 
of productivity and administrative feasi¬ 
bility. Having examined the pros and cons 
of the proposal to merge agricultural in¬ 
come-tax with the general income-tax, the 
author hgs concluded that this proposal, 
though theoretically sound, is practically 
impossible in view of some economic and 
political difficulties. In view of many diffi¬ 
culties in imposing agricultural income 
tax, the author is inclined to retain land 
revenue, after rationalising the existing sys¬ 
tem. In the author's proposal lor reform 
of land revenue system, the basis of 'po¬ 
tential net income’ would be more or less 
a crude form of agricultural income tax. 
Land revenue in that rationalised system 
would not be based on acreage of land but 
on the potential income from land. The 
author has also put forward a detailed 


Reviewed by 

Academicut 


scheme for the collection of land revenue ■ 
in kind and proposals to make it administ¬ 
ratively feasible and fiscally sound. The: 
author however favours continuation off 
agricultural income tax on large tea,, 
estates and oilier plantations as a long¬ 
term measure. 

The author has confined his analysis 
only to land revenue and agricultural in¬ 
come tax — the two important direct agri¬ 
cultural taxes. This means that he has not 
taken into account other direct agricul¬ 
tural taxes such as water rates, betterment 
levies and local taxes on agriculture. But 
unless all these taxes are taken together, 
we are not likely to get an idea of the 
full contribution which agriculture is mak¬ 
ing at present to mobilisation of resources 
and this means that the authors recom¬ 
mendations made only on the basis of his 
study of land revenue and agricultural 
income lax will have only limited practi¬ 
cal value, both from the point of view 
of theoretical analysis and for policy- 
formulation purposes. 

So much has been written these days 
on contribution of agriculture to econo¬ 
mic development and on agricultural 
taxation that it is not at all surprising that 
there is hardly anything new in what Dr 
Angrish has said. One is left with the im¬ 
pression that that problem of agricultural 
taxation is not economic or even administ¬ 
rative but has become essentially a politi¬ 
cal problem in which sphere economist 
has hardly any say. 

WAGE DETERMINATION 

Wages and wage rates are one of the 
most important bones of contention bet¬ 
ween employers and employees and ac¬ 
count for ah ovcrwhclmining percentage 
of industrial disputes both in developed 
and developing countries. A developing 
economy like India embarking on a com¬ 
prehensive programme of planned econo¬ 
mic development will have to certainly 
concern itself with the avoidance of in¬ 
dustrial disputes and maintenance of 
industrial peace in order to register satis¬ 
factory progress on the industrial front. 
Naturally this explains the anxiety on the 
part of the state and every one interested 
in the economic progress of the country 
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to find oiit methods of peacefully resolv¬ 
ing issues conoerning wages and determi¬ 
nation ofwage rates. 

In hie'- Wage Determination, P.R.N. 
Sinha has made an attempt to analyse the 
various issues pertaining to determination 
of wages by wage boards in India. He has 
tried to emphasise the principles and pro¬ 
cedures adopted by wage boards in the 
fixation of minimum wages and reckoning 
of wage differentials. Also an attempt has 
been mode to analyse the working of wage 
board system, its impact on industrial re¬ 
lations and some economic implications 
of the recommendations. 

frequency of disputes 

Analysing the factors that led to the for¬ 
mation of non-statutory wage boards in 
India, the author has pointed out that 
prior to the advent of the wage board 
system, state regulation of wages in orga¬ 
nised industries in India came essentially 
as a by-product of settlement of indust¬ 
rial disputes by conciliation and adjudi¬ 
cation machineries. During the course of 
the working of the tribunals, it was ex¬ 
perienced that they failed to provide an 
effective solution to constantly increasing 
unrest over the question of wuges. It was 
increasingly realised that the number and 
frequency of wage disputes in organised 
industries would not be reduced unless the 
parties themselves had the ultimate say in 
reaching the decisions. It was due to this 
that the second Plan recommended the 
establishment of wage boards on indus- 
trywise basis. The result was that a num¬ 
ber of central wage boards came to be 
established in different industries. 

Each wage board consists of an impar¬ 
tial chairman, two other independent 
members and two or three representatives 
of employers and workers each. The cent¬ 
ral wage boards are purely recommenda¬ 
tory bodies, the ultimate decisions regard¬ 
ing the acceptance of the recommenda¬ 
tions lying with the government of India, 
which requests the parties concerned to 
implement them, if the government accepts 
those recommendations. 

It is noticed that in determining the 
wage-structure, the wage boards are re¬ 
quired to follow the principle of 'fair 
wage’ as set forth in tne Report of the 
Committee on Fair Wages. In addition, 
the wage boards are also required to 
consider (a) needs of the industry in a 
developing economy, (b) requirements 
of social justice, (c) need for adjusting wage 
differentials in such a manner as to pro¬ 
vide incentives to workers for acquiring 
more skills and (d) desirability of extend¬ 


ing the system of payment by results. 

In chapter III the author has sought to 
analyse the various issues connected with 
‘need-based minimum wage’ as viewed by 
the wage boards. It is found that the 
wage boards' estimates of need-based 
wage were at sharp variance with those 
worked out by employers and trade unions. 
In spite of various limitations, the need- 
based minimum wage was finally re¬ 
commended by the wage boards for the 
cement and iron and steel industries, the 
quantum of need-based munimum wage 
recommended by the wage boards lying 
somewhere between the estimates made by 
employers and trade unions when mak¬ 
ing their submissions before the wage 
boards. It is interesting to note that other 
wage boards did not think it possible to 
recommend need-based wage on the 
ground of inability of industries to bear 
the financial burden involved and that' 
such a recommendation cannot be made 
without considering the capacity of in¬ 
dustries to pay. The author rightly feels 
that the task of calculating a need-based 
wage, instead of being left as at present to 
individual wage boards set up differently 
for different industries, should be en¬ 
trusted to a single national tripartite body, 
the different wage boards on their part 
concentrating only on examining the 
capacity of an industry to pay such a wage, 
reckoning of differentials, and resolving 
other issues of wage determination. 

varioui issues 

The author discusses the various issues 
pertaining to the application of ‘the 
capacity to pay’ criterion. In this regard 
the main problems facing the wage boards 
related to determination of a fair cross- 
section of the industry and secondly the 
measurement of capacity to pay. In both 
cases the approaches of different wage 
boards differed considerably. As regards 
the first, we notice that some wage boards 
selected only a certain number of units to 
represent a fair cross-section of the in¬ 
dustry, while some others made an attempt 
to ascertain the capacity of each unit se¬ 
parately.. As regards the measurement 
of capacity of an industry to pay, different 
wage boards adopted different approa¬ 
ches. While some depended on ba¬ 
lance-sheets furnished by the employers, 
others placed their reliance on the find¬ 
ings of the Tariff Commission and pro¬ 
fitability studies made by the Reserve 
Bank of India. The yard-sticks adopted 
for measuring the financial health of an 
industry were various, covering items 
such as capital formation, percentage of. 
bonus issues to the total paid-up capital, 
net worth, reserves and uses of funds and 
percentage of dividend declared on equity 


shares and so on. However the wage 
boards in general failed to demonstrate 
as to how the consideration of the above 
factors was brought to bear on the fixation 
of wages. 

The author has also analysed certain 
other principles considered by wage’ 
boards, i.e. productivity of labour, pre¬ 
vailing rates of wage levels, national in¬ 
come and its distribution, place of indus¬ 
try in the economy of the country, needs 
of the industry in a developing economy 
and requirements of social justice. Though 
productivity of labour was considered by, 
wage boards, they could not specifically/* 
measures the proportionate contribution 
of labour to this increase in productivity. 
Only the wage boards for sugar and jute 
industries gave some definite weight to 
‘prevailing rates of wages'. ‘Level of na¬ 
tional income and its distribution' was 
given consideration by some wage boards, 
though nothing definite was said about 
correlating wages to national income. 
Certain wage boards, according to the 
author ‘laid undue emphasis on the 
needs for accelerating capital formation, 
building of reserves for promoting mo¬ 
dernisation and rationalisation and pro¬ 
moting exports’. The term ‘requirements 
of social justice’ was interpreted diffe¬ 
rently by different wage boards and the 
author feels that ‘consideration of this 
factor did not have any direct bearing on 
the fixation of wages. 

As regards various types of wage diffe¬ 
rentials, the wage boards were concerned 
more predominantly with the fixation of 
differentials based on differences in occu¬ 
pations and various degrees of skill. In 
general they did not disturb the existing 
differentials, except for removing anoma¬ 
lies from the existing wage-structure. 
However we find that most of the wage 
boards reduced the number of existing 
grades which were reported to have been 
numerous and widely diverse. 

declining ratio 

As regards some of the economic impli¬ 
cations of the wage boards’ recommenda¬ 
tions and the impact of the wage board sys¬ 
tem on industrial relations, the author has 
stated that the level of money wages in all 
the industries in question has considera¬ 
bly increased, the most notable increase 
taking place in cement and sugar indust¬ 
ries. He has also pointed out that the 
percentage of both workers’ money wages 
and total wage cost to total cost of pro¬ 
duction declined or remained more or 
less unchanged after the wage boards 
recommendations came into for< 9 e. It 
is significant that the percentage nowhere 
increased. Also it is proved that produc- 
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Itivity per worker in value terms after 
implementation of the wage board s re- 
icommendations has generally been higher 
|than for the period preceding the recom¬ 
mendations. 

1 As regards the share of labour in the 
National output, according to the author, 
$a mixed picture has emerged. In some 
peases, the share of value added going 
fjto wages has gone up and in some others 
;#t has gone down. 

Wage problems in a country assume 
^socio-political colouring and are olten 
■aouuht to be resolved on grounds other 
i!than economic. This is bound to create 
•^problems for industries in the private sec¬ 
tor. If the emphasis is shifted to economic 
^considerations based on adequate empirical 
■ data, different parlies to industrial dis¬ 
putes are likely to evolve more satisfactory 
"/'solutions. It is therefore extreme y 
^heartening to note that considerable 
: amount of research is being made m the 
field of labour economics and some ex¬ 
pedient books on the subject are being 
"published. This book on M age Deter- 
munition by P.R.N. Sinha is certainly 
|.one of them. 

EFFICIENCY IN INDUSTRY 

F, ii 

r The subject-matter of Managing for Pro - 
S'fit is the meaning and measurement ol 
efficiency in an enterprise. In the nianu- 
•facture of its products, an enterprise 
.makes use of various resources such as 
raw materials, power, labour and machines 
and it is the output achieved from these 
!resources that determines the efficiency 
,and therefore the profitability ol the 
enterprise. 

V The purpose of industry is the fullil- 
Jment of human needs. If an enterprise can 
' find customers for its product, sell this 
product at a profit and operate within 
limits set by its social and legal obligations, 
the enterprise can justly claim that it has 
fulfilled these human needs. 

But it is also equally true that in its 
quest to meet these social needs, the enter- 
' (prise must make profits without which 
the enterprise cannot survive. Profit is the 
ultimate measure of effectiveness. It is 
only a concern that makes reasonable 
profits that is likely to offer security of 
employment, promotion prospects, job 
opportunities and income and personal 
motivation that comes from being asso¬ 
ciated with the enterprise and its success. 
Thus, without doubt, the final result must 
be profit and a business can only earn 
profit if it is able to utilise its resources 
effectively, harness the skills and abilities 
of its employees, innovate, exploit new 


market* and locate and develop new 
opportunities. 

It is obvious that the true income of an 
enterprise is obtained by deducting, from 
value of sales, the value of all raw materials 
and other bought-oul purchases. It is this 
income which represents the fund from 
which all wages, salaries and profits must 
be paid as well as other items of operating 
expenses such as rent, rates and deprecia¬ 
tion. According to the author the name 
given to this fund is ‘Added Value'. 

Though economists have been using the 
concept of ‘Added Value’ to measure na¬ 
tional income, it is surprising that it is 
only comparatively recently that com¬ 
panies have become aware of the signi¬ 
ficance of this concept as a tool of manage¬ 
ment. As a result, it is the creation of 
‘Added Value’ that has become the pri¬ 
mary objective of an enterprise. What¬ 
ever the decisions to be taken, the acid 
test of their effectiveness will be whether 
they will result in an improvement in the 
‘Added Value’ per unit of resource input. 

It is stated that a company has many 
responsibilities: responsibilities to the 
employees (fair wages, security, status, 
comradeship, scope for self-development 
and fulfilment, good and safe working 
conditions and sense of belonging); to the 
shareholder (fair and reasonable return on 
invested capital); to the local community 
(to be a good neighbour, taking construc¬ 
tive interest in local affairs); to the con¬ 
sumer (good quality at a fair price); and 
to the nation (proper and productive use 
and development of national resources, 
both human and material). According to 
the author all this a company can do or 
fulfil only if it makes reasonable profits 
which in the final analysis depends on the 
‘Added Value’. 

interesting and readable 

‘This is all that R.R. Gilchrist has to 
say, though he has said that in an 
interesting and readable way. But 
reading the book, one is aghast that even 
the chief executives of companies know 
so little about the principles of economics. 
Some of the topics analysed, namely 
pricing, incomes and employment, in¬ 
centives for profit, costing, budgeting, and 
even the concept of ‘Added Value’ bear 
out this statement. The economic pheno¬ 
mena are influenced at present by so many 
factors including monetary and fiscal poli¬ 
cies of the government that it would be 
impossible for modern executives to con¬ 
duct their business satisfactorily without 
having a firm grasp of elementary econo¬ 
mics. He might have succeeded in the 
last century without this knowledge, but 


he has little chance in the present. Look¬ 
ing to the courses of study of commerce 
faculties in Indian universities, and read¬ 
ing some of thfe hooks on commercial sub¬ 
jects written by Indian authors, one is 
confirmed in one’s opinion that all these 
people concerned with modern business 
need a sound foundation of economics 
which most of them seem to lack at 
present. 

MARKET RESEARCH 

In Industrial Management and Market 
Research S. Ranganandha has attempted 
to bring into sharp focus the main issues 
in marketing and industrial management. 
In most of the developing economies 
which have adopted the technique of 
planned economic development with its 
various restraints on free economic forces, 
there is perceptible decline in the 
guiding influence of the market and 
market forces. And yet the importance 
of marketing, according to the author, 
“as a creative management function which 
promotes trade and employment cannot 
be over-emphasised”. Moreover in India 
where nearly four-fifths of its population 
is dependent on agriculture which contri¬ 
butes nearly half of its national income, 
the crucial role of rural marketing is not 
widely recognised. There is however a 
marked change in the outlook as regards 
rural marketing which has undoubtedly 
vast potential, thanks to the record agricul¬ 
tural production and impending ‘green 
revolution’. 

Though India has yet to become a lead¬ 
ing industrial country, the phenomenal 
expansion of Indian industry in recent 
times has accentuated the need for in¬ 
creasing the number and improving the 
quality of the personnel required to meet 
the demands of industrial management 
in the country. It has now been realised 
that industrial management has become 
so complex at present that the industrial 
manager is required to function as a 
‘coordinator-general’, which is possible 
only if he has acquired inter-disciplinary 
skills. The author has rightly emphasised 
that what is needed in India is “a changed 
attitude to the role of the manager in an 
industrial undertaking which accords with 
the increasing complexity of the structure 
of modern industry”. This study aims 
at highlighting some of the issues in mar¬ 
keting and industrial management that 
have to be faced in India in the present 
context of its development. 

The author begins by emphasising the 
importance of work study. According 
to him, in a wider perspective, industrial 
research and market research are the two 
familiar techniques of enhancing producti- 
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The former depends upon science, 
aology and innovation, while the 
after is concerned with the study of Con¬ 
ner needs. In fact 'work study’ may 
defined as “the systematic objective 
critical examination of all the fac¬ 
tors governing the operational efficiency 
jon any specified activity in order to effect 
^improvement”. The author has discussed 
I various aspects such as managerial audit, 
^productivity analysis, wage-setting, pro- 
■jduct-diversification, product research 
^analysis, brand-preference study analysis, 
J marketing research analysis, sales orga- 
"nisation analysis, sales forecasting and 
^dozens of other allied topics. 


| When one completes the reading of the 
I book, one is left completely frustrated, 
i The common feature of most of the books, 
jon industrial management and marketing 
| is that the analysis hardly seems to have 
'. any strong theoretical foundations, mak¬ 
ing the analysis highly superficial and 
f shallow. Though the author has something 
t useful to say, one notices that there is hard¬ 
ily any co-ordination and integration among 
} scores of topics which the author attempts 
ito analyse. What he has done is to pre- 
; sent a few pieces and bits based more on 
; common sense than on any formal theore- 
1 tical analysis. Indian publications on 
; commercial subjects will have to raise 
\ their plane of analysis, if they are.to com- 
, mand respect of their readers. 


1 


INDIAN PRESS 


; The Indian Press Profession to Industry 
has its origin in individual surveys con- 
■ duced by Arun Bhattacharjee since 1969. 
' Since the Press in India has earned the 
sobriquet of “Jute Press”, “Monopoly 
Press’’ and the like, one is interested to 
; know about the real state of affairs about 
the Indian Press. 


The book is divided into three major 
sections. The first section is concerned 
with the ‘Freedom of the Press’. This 
section discusses such important topics as 
‘Pressures on Mass Media”, “Is State Fi¬ 
nance to Newspapers Compatible with 
the Freedom Concept?” and “Newsprint 
Crisis and Growth of the Press.” 


Under freedom of the press, the author 
has analysed pressures of law, such as 
common law restrictions, professional 
secrecy, incitement to disorder, obscenity 
and so on. The author has also referred 
briefly to prevailing conditions in this res¬ 
pect in some other countries such as UK 
USSR, China, East Germany and Yugo¬ 
slavia. The author then proceeds to ana¬ 
lyse “Economic and Political Pressures” 
such as subsidies, graft, allocation of 


newsprint, government advertisement, 
price-page schedule, finance corporation, 
trade unions, political pressures, violence 
and some other direct pressures by the 
government. And there are pressures on 

news agencies. 

/ 

The consequence is that freedom of the 
press is constantly faced with the possibi¬ 
lity of intervention by the state. By 
claiming that it is necessary to prevent 
the diffusion of false or distorted news, 
to prohibit propaganda subversive of 
public order or the existing system of 
government to protect and maintain high 
moral standards, to uphold religion and 
punish blasphemy and so on, the state can 
and often does intervene and impede pub¬ 
lication of information and opinions. It 
only means that no constitutional or 
legal provisions as such can guarantee 
freedom of the press and information, 
unless society recognises that the best go¬ 
vernment is that which allows citizens to 
form and express their own opinions on 
all matters, including the government. 

anti-trust laws 

Is state'finance to newspapers compati¬ 
ble with the freedom of the Press? The 
author asks why the growing monopoly 
of the press should not be controlled by 
direct anti-trust or anti-monopoly laws in¬ 
stead of by indirect method of financing 
small papers which would support the party 
in power? And it is doubtful, according to 
the author, if it could check the growth 
of monopoly. Again, if the purpose is to 
create a small but powerful voice in the 
semi-urban and rural areas in support of 
government by such governmental finan¬ 
cial assistance, then also it is rather “an 
unwise attempt as only two per cent of 
newspapers reach the villages.” The 
author opines that the scheme of govern¬ 
ment’s financial assistance to newspapers, 
taking all factors into consideration, is 
hardly commendable. 

As regards production handicaps, with 
general literacy reaching 30 per cent mark 
which should lead to a greater demand for 
newspapers and consequently newsprint, 
the situation in India in regard to news¬ 
print is more dismal than before. India 
continues to import a substantial part 
of newsprint and there has been hardly 
any planning in this vital sector during 
the last twenty years, various attempts 
made being either half-hearted or 
thoroughly inadequate. 

The second section analyses various 
issues regarding “News Agencies”. The 
author is of the opinion that “a co-opera¬ 
tive, non-profit-making agency subscribed 
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and supported by the press in any coun- 

S is usually the best form.” In India most 
the ne#s agencies are afraid that go* 
vermnent may force them into corpora¬ 
tions to make them answerable to the 
government and Parliament. The author 
has analysed the organisation and func¬ 
tions of some important news agencies 
such as Press Trust of India, United 
News of India, Samachar Bharati 
and Hindustan Samachar in India and 
some foreign news agencies such as 
Associated Press, United Press Inter¬ 
national and Reuters Ltd. He opines 
that it is most unfortunate that “during 
the last hundred years, despite the tremen¬ 
dous development of the Press through¬ 
out the world, the number of world news 
agencies remained almost the same.” 
There are just five world news agencies 
which are controlling or supplying news 
to the mass media. 

The final 'section analyses “Progress 
Towards self-sufficiency". We note here 
that during the last ten years considerable 
development has taken place in the coun¬ 
try in the fabrication of plant and equip¬ 
ment for pulp and paper machinery. At 
present, almost the entire pulp plant, 
recovery system, boilers, turbines, water 
supply, most of the electric equipment, 
pumps and instruments can be fabricated 
in the country, whereas before the third 
Plan almost all these had to be imported. 
However in the case of paper machinery, 
ihc position is not equally good. There 
will have to be more planning to fill 
some of the gaps that still remain in this 
sphere. 

Though free press is an important and 
vital aspect of democracy, an average citi¬ 
zen knows very little about its organisa¬ 
tion and functioning. This book by Arun 
Bhattachaijee giving all the essential de¬ 
tails of the industry not only in India but 
to some extent in other countries also, is 
therefore, extremely welcome by all those 
who value Freedom of the Press. 

PRO FILE OF SALE 

The volume of retail trade is vast, rang¬ 
ing generally between 30 per cent and 50 
per cent of the gross national product of 
a country. Any one entering retail trad¬ 
ing should therefore have an eye on the 
volume to be covered not omy for the 
purpose of economic viability under busi¬ 
ness considerations but also to cause the 
needed demonstration effect with a view to 
rationalising the retail trade as a whole. 
Unless accompanied by a clear-cut and 
well defined objective with the necessary 
wherewithal, know-how and capital, a re¬ 
tail shop may remain a backward, unpro¬ 


gressive and little known business entity. 

In Sale — A Profile the authors, besides 
dealing with the aspects of location, 
assortment, pricing, selling systems, lay¬ 
out, location of goods, display, and sales¬ 
manship which are all basic to a retail 
establishment, deals with more important 
though less practised aspects of a retail 
trading such as conducting a feasibility 
study, sales promotion through sales 
budgeting and sales planning. The authors 
have dealt in a lucid manner with various 
selling techniques like silent selling (by 
window display), clearance sales etc. The 
authors have also discussed the problems 
of staff training, customer relations and 
shop hygiene. 

Retail trading which occupies an ex¬ 
tremely important place in the nation's 
economy and in the lives of millions of 
people remains one of the most neglected 
subjects in all countries and has re¬ 
ceived hardly any attention from analys¬ 
es. Even big departmental stores and 
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cooperative retail establishments have 
hardly looked at these various aspects of 
retail trading in a scientific way. Though 
in this book the authors have analysed the 
various issues mainly having co-operative 
retail trading in view, their analysis will 
be found useful by all retail traders, big * 
and small, in developed and developing >) 
countries. Without bringing in irrelevant ; 
theoretical sophistication which is the 
practice of many authors dealing with 
such subjects the authors have dealt with • 
the various issues relating to retail trad¬ 
ing in a lucid and lively style so as to be 
easily understood and appreciated by 
most of the retail traders who often do not 
possess high theoretical knowledge and 
analytical ability. Though some aspects 
of retail trading lend themselves to theore¬ 
tical analysis and generalisations, it is 
essentially an art and the authors have 
done well to treat it as such and without 
high theoretical pretentions, with the 
consequence that the book has become 
extremely readable and useful to retail 
traders as also purchasers. 
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ITRADE WINDS 


UNCTAD III 

i The six-week session of 
UNCTAD III started in Santi¬ 
ago (Chile) on April 13. Ear¬ 
lier two meetings of this UN 
organisation were held in 
Geneva (1964) and New Delhi 
(1968). The basic aim of the 
organisation is to ensure an 
equitable system of interna¬ 
tional trade so as promote the 
economic development of poor 
countries. 

High hopes were generated 
when UNCTAD came into 
being but the developments in 
the past eight years have 
caused widesread disappoint¬ 
ment among the developing 
countries. Mr L.N. Mishra, 
India’s Foreign Trade Minister 
gave expression to the frus¬ 
tration prevailing among 
backward countries of the 
world because of the rigid atti¬ 
tudes of the advanced count¬ 
ries. He urged that the exist¬ 
ing system should be so re¬ 
fashioned that “international 
economic co-operation be¬ 
comes binding and that assisit 
ance to developing countries is 
not based on an appeal to the 
charity of richer nations." 

After about two weeks of 
discussions at Santiago, it ap¬ 
peared that the Third World 
countries were joining hands to 
press the adoption of a resolu¬ 
tion to bridge swiftly the 
economic gap between the 
world’s 25 poorest countries 
and the rest of the developing 
nations. Included in the list 
of these countries are: Upper 
Volta, Botswana, Burundi, 
Chad, Dahomey. Ethiopia, 
Guinea, Lesotho, Malawi, 
Mali, Niger, Tanzania, Rwan¬ 
da, Somalia, Sudan, Uganda, 
Af| hanistan, Bhutan, Laos, 
Maldives, Nepal, Western Sa¬ 
moa, Sikkim, Yemen and 
Haiti. They are selected on the 
basis of, (a) having per capita 
income of less than 8100, (b) 
illiteracy rate at 20 per cent 
and (•) 10 per cent or less 
manufacturing rate in the gross 
domestic product. 

Mr Raoul Prebisch, former 


UNCTAD Secretary-General, 
addressed the conference in 
his personal capacity. He said 
that it wa9 impossible to “leave 
the necessities of international 
commerce to the vicissitudes of 
gold or dollar production". 
He appealed to the developing 
nations to remain united as 
that was the only means they 
had of fighting “geocentrism” 
of the industrial powers. 

The European Common 
Market came in for severe cri¬ 
ticism at the conference. The 
developing countries received 
considerable support in their 
fight against the developed 
countries, from Dr Sicco Man- 
sholt. President of the Execu¬ 
tive Commission of the Euro¬ 
pean Common Market. Dr 
Mansholt said that the terms of 
trade were becoming unreason¬ 
ably unfavourable to the poor 
countries, whose debts — cur¬ 
rently around 860,000 million— 
were increasing twice as fast 
as their export earnings. He 
urged UNCTAD III to produce 
a resolution setting out the 
“minimum volume of aid 
necessary and the limits of aid 
conditions acceptable to all 
concerned’’. Dr Mansholt 
also called for more interna¬ 
tional commodity agreements 
to provide more stable markets 
and fair prices for producers. 

According to Mr Addekc 
Boerma, FAO Director-Gene¬ 
ral, “if richer countries de¬ 
cided to become only two per 
cent less self-sufficient in agri¬ 
cultural products, poorer coun¬ 
tries could gain 84,000 million 
worth of exports a year.” The 
market sharing, according to 
him, did not in any way imply 
that rich countries would be 
tied to buying commodities, 
the demand for which was dec¬ 
lining. “If a part of the money 
now being spent in richer count¬ 
ries on research into substi¬ 
tutes were spent on agricul¬ 
ture in developing countries, 
results for the latter could be 
spectacular" he added. 

As was expected Mr Chou 
Huaming, Vice-Minister of 


Foreign Trade and head of the 
Chinese delegation, accused 
the USA of pursuing a policy 
of “economic expansion, plun¬ 
der and profiteering" He said: 
“they force down prices of 
raw materials, occupy commo¬ 
dity markets, men©f*iise mone¬ 
tary affairs, expand the export 
of capital and plunder the re¬ 
sources and wealth of other 
countries". Mr Huang set his 
country firmly behind the de¬ 
mands of the so-called Group 
of 77 whose members now total 
96. 

The Soviet delegation did 
not relish its being clubbed with 
other non-socialist rich count¬ 
ries in the exploitation of the 
poor countries of the world. 
Mr N.S. Patolichev, the Soviet 
Minister for Foreign Trade, 
criticised those members of 
the “Group of 77” who did 
not differentiate between 
socialist and devloped capita¬ 
list countries and referred to 
them as “one general group of 
the rich north”. Mr Patolichev 
said, that the USSR had co¬ 
operated in building 490 indus- 
rial projects and that 500 more 
would be constructed during 
the years of the cur¬ 
rent five-year plan ending in 
1975. He further said that the 
Soviet Union would furnish to 
the developing countries long¬ 
term credits at a low interest 
rate, with the settlement of 
these credits being done as a 
rule through the deliveries of 
traditional export products of 
developing countries. 

UNCTAD has not been a 
total failure as alleged by some 
critics. In regard to tariff prefe¬ 
rences some progress has been 
made. The establishment of a 
Generalised System of Tariff 
Preferences in the rich count¬ 
ries for the manufactured goods 
of developing countries is no 
small achievement. The scheme 
differs from country to country. 
The USA and Canada have 
still to finalise their schemes 
but others have certainly gone 
ahead with it. Die countries 
which have already derived be¬ 
nefits from these schemes are 
Hong Kong, Yugoslavia, South 


Korea, Singapore, Brazil, 
Mexico and to a certain extent 
India. After tariff preferences, 
the developing countries anti¬ 
cipate concessions in regard to 
shipping and freight rates and 
in the transfer of technology. 

A challenging speech was 
made by Mr Robert S. Mc¬ 
Namara who asked the deve¬ 
loped countries to take steps for 
the reduction of inequalities 
which existed between the rich 
and the poor countries. He 
said: “Our clear duty for the 
remainder of this decade is to 
face up to mass poverty for 
what it really is, determine its 
dimensions, locate its where¬ 
abouts, set a limit beneath 
which we will not accept its 
continuance, and make our first 
priority a threshold of human 
dignity and decency which is 
achievable within a generation.” 

Included in the Indian dele¬ 
gation as a member is Mr CP. 
Srivastava, Chairman of the 
Shipping Corporation of India 
who earned the honour of 
presiding over a session of the 
UNTAD committee on ship¬ 
ping and other invisibles after 
his election as president of die 
committee at the current session 
of UNCTAD. 

Asian Development 
Bank 

The report of the Asian Deve¬ 
lopment Bank for 1971 states 
that loan approvals during the 
year rose to $ 254 million, 
about 40 per cent of loan 
approvals since the first loan 
was made in January 1968. 
For the bank itself, the out¬ 
standing event of the year was 
the decision by the Board of 
Governors to increase the au¬ 
thorised capital stock by 150 
per cent from $ 1,100 million 
to g 2,750 million. The addi¬ 
tion in capital will permit rile 
bank’s lending operations to 
grow by more than 10 per cent 
per annum over the next four 
years without damage to its 
liquidity position or over de- 
dependence on borrowing. 

The loans approved during 
the year were spread over 13 
countries including the terri¬ 
tory of Papua and New Guinea 
which received its first loan 
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from the liank. Electric power 
development absored the 
largest paction of the bank’s 
lending during the year, follow¬ 
ed by industry, including in¬ 
direct lending through indus¬ 
trial development banks; trans¬ 
port and communications; 
water supply; and agriculture in 
that order. 

A feature of importance in 
the context of the difficult debt¬ 
servicing problem of many re¬ 
gional developing member 
countries was the growing share 
of concessional lending from 
special funds resources in the 
bank’s operations. Special ope¬ 
rations in 1971 accounted for 
12 out of the total 28 loans 
approved compared with 10 
out of the total of 32 loans in 
1970. Of the 13 countries which 
were active borrowers in 1971, 
eight received concessional 
loans totalling (51.5 million. 
These eight countries were Cey¬ 
lon, Indonesia, Laos, Nepal, 
the Philippines, territory of 
Papua and New Guinea, Re¬ 
public of Vietnam and Western 
Samoa. In the case of one pro¬ 
ject—for a fisheries port in the 
Philippines—ordinary and spe¬ 
cial funds loans were blended. 

Cumulative loan approvals 
at the end of 1971 stood at 85 
loans totalling *638.5 million, 
comprising 57 loans for $531.3 
million from ordinary capital 
resources and 28 loans for 
*107.2 million from special 
funds resources. Loans to in¬ 
dustry, both direct and through 
industrial development banks, 
had the largest share with 32 
per cent; electric power ac¬ 
counted for 23.7 per cent; 
transport and communications 
21.4 per cent; agriculture 14.4 
per cent; water supply 8 per 
cent; and education—less than 
one per cent. 

As the bank’s lending covers 
only the foreign exchange cost 
of the various projects, the total 
development effort assisted by 
the bank far exceeds the 
amount of bank financing. It is 
estimated that the total cost of 
projects directly financed by 
the bank in 1971 was $514 
million, the bank’s loans repre¬ 
senting about 41 per cent. 

Apart from its primary task 
of providing loan funds for 


development, the bank conti¬ 
nued to provide technical assis¬ 
tance for project preparation 
and implementation, sectoral 
studies, policy formulation and 
institution building. Exclud¬ 
ing regional activities, 15 tech¬ 
nical assistance projects total¬ 
ling $ 1.5 million were approv¬ 
ed during 1971. These covered 
such economic activities as 
rural development, irrigation, 
crop plantation, timber market¬ 
ing, a fisheries port, chemicals, 
power supply and road work, 
bridge ana port studies. About 
80 per cent of the technical 
assistance commitments enter¬ 
ed into in 1971 was for project 
preparation. Such technical 
assistance normally leads to 
“bankable” projects and cons¬ 
titutes an important source of 
projects in the pipeline. 

The year 1971 also saw a 
welcome number of additional 
contributions to the Technical 
Assistance Special Fund. Four 
countries—Austria, Ceylon, 
the Republic of China and the 
Republic of Korea—contribut¬ 
ed for the first time to the 
Fund and another five coun¬ 
tries—India, Japan, the Nether¬ 
lands, the Federal Republic of 
Germany and the United King¬ 
dom—made additional contri¬ 
butions or extended arrange¬ 
ments for contributions made 
in previous years. 

During the year, the bank 
raised the equivalent of $121.7 
million by means of public 
issues in Austria, Belgium. 
Japan, Switzerland and the 
United States, and a private 
issue placed in 12 regional 
member countries. Aggregate 
borrowings reached the equiva¬ 
lent of * 160 million at the end 
of 1971. At the end of 1971 
total subscriptions to the au¬ 
thorised capital stock of the 
bank stood at $ 1005.38 mil¬ 
lion. The territory of Papua 
and New Guinea became the 
thirty-sixth member of the bank 
on April 8, 1971, subscribing 
$ 1.38 million to the bank’s 
capital. 

Total subscription in conver¬ 
tible currencies paid amounted 
to the equivalent of $246.7 
million. Total subscription in 
members’ own currencies, or in 
the form of promissory notes. 


amounted to the equivalent 
of $246.7 million of the 
amount of subscription paid in 
the members' own currencies, 
convertible currency funds 
amounted to the equivalent of 
$169.1 million. At the end of 
the year the bank’s invest¬ 
ments of convertible currency 
funds held were invested in 18 
currencies and amounted to the 
equivalent of $363 million, of 
which 24 per cent was held in 
government securities or 
government-guaranteed obli¬ 
gations of member countries 
and 76 per cent in time deposits 
or certificates of deposit of 
banks in member countries and 
with the Bank for International 
Settlements. 

ADB and Soft Loans 

Addressing the filth annual 
meeting of the Board of 
Governors of the Asian Deve¬ 
lopment Bank at Vienna on 
April 21, the Finance Minis¬ 
ter, Mr Y. B. Chavan, welcom¬ 
ed the opportunity for the bank 
to hold its annual meeting out¬ 
side the Asian region. Mr 
Chavan advocated that the 
level of ordinary lending of the 
bank should be maintained and 
not increased significantly dur¬ 
ing the next few years as it 
would not be advisable to add 
to the debt burden of Asian 
countries with a large volume 
of loans on commercial terms, 
ft would also be damaging for 
the image of the bank if its 
activities continued to get con¬ 
centrated in a few countries 
whose needs were by no means 
the most pressing. If the Asian 
Bank developed primarily as a 
sort of middle-man to mobilise 
the resources of the capital 
markets of the world for the 
benefit, primarily of those Asian 
countries which could afford to 
borrow on commercial terms, 
there would be little justifica¬ 
tion for so many of the Asian 
countries’ representatives to 
gather annually to discuss its 
affairs. 

The major task for all those 
who are associated with the 
bank should be to increase the 
proportion of the soft loans, 
said Mr Chavan. He further 
said that when soft loan re¬ 
sources were scarce and indeed 


meagre, they should not be 
used for countries which were 
relatively bcttcr-ofl\ The onl> 
criterion for eligibility for soft 
loans was the economic condi¬ 
tion of the country concerned 
he added. 

Last year, India had contri f 
buted Rs 300,000 to the Techni-I 
cal Assistance Fund. The. 
contribution has been substan 
tially utilised and India is nou 1 
prepared to offer a further con¬ 
tribution of Rs 400,000 to thcj. 
same fund. Like the earlier con* 
tribution, this sum can also be 
utilised for expenditure or 
Indian personnel and services 
irrespective of whether such 
expenditure was in rupees or 
other currencies. 

The developed countries had 
declared in the DAC meeting 
in Tokyo in September 1970 
and the OECD ministerial 
meeting in June 1971 that they 
would untie their future con¬ 
tributions to multilateral finan¬ 
cial institutions. The contribu¬ 
tions to multilateral financial 
institutions had always been 
taken to cover both general 
funds, including soft funds, 
as well as those for technical 
assistance. Apparently, sugges¬ 
tions were now being made 
that the declarations did not 
cover the field of technical 
assistance. “This is very dis¬ 
appointing; and 1 hope such 
distinctions will not be pres¬ 
sed”, added Mr Chavan. 

Referring to the long-term 
monetary reforms, Mr Chavan 
urged the ADB to raise its 
voice where the vital interests 
of the members were concern¬ 
ed. In matters like the link 
between the SDRs and develop¬ 
ment finance or the safeguard¬ 
ing of the value of the reserves 
of the developing member 
countries, the ADB should be 
more vigilant. Mr Chavan urg¬ 
ed economy in the administra¬ 
tion of the ADB. He said that 
more effort had to be made to 
ensure economics bearing in 
mind the particular context of 
the Asian region. 

Rajasthan Budget 

Rajasthan’s budget for 
1972-73 presented to the state 
Legislative Assembly on 
April 26, by the Finance Minis- 
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er, Mr Chondannnmal flaid, 
bowed an overall deficit of 
Is 27.94 crores. Tax proposals 
wrold yield Rs 4 crores. Mr 
laid announced an increase in 
tales tax on gems and stones, 
xrnntry liquor, beer and other 
ntoxicants, cereals and pulses 
md chemical fertilisers and 
withdrawal of concessions on 
:entral sales tax on hand-made 
soaps. This was expected to 
yield Rs 2.43 crores. 

i Increases in motor vehicles 
tax and irrigation rates were 
Expected to yield Rs 75 lakhs 
hnd Rs 80 lakhs respectively. 
The increase in excise duty on 
jnethanol would yield Rs 2 
lakhs. Mr Baid hoped that the 
Ideficit would be covered 
through special accommoda¬ 
tion from the centre and also by 
the state’s share in the centre's 
efforts for additional resources 
v inobilisation for the current 
jyear. The Finance Minister 
proposed reduction in sales tax 
■pn barley from two per cent to 
bne per cent. 

K j Mr Baidsaid revenue receipts 
{are estimated at Rs 211.51 
jerores and expenditure at Rs 
,228.33 crores leaving a deficit 
;ofRs 16.82 crores on revenue 
{account. Capital receipts are 
{estimated at Rs 84.62 crores 
land capital expenditure at Rs 
199.04 crores leaving a deficit 
;of Rs 14.42 crores. The minis¬ 
ter announced additional Plan 
'expenditure lor opening 1,000 
Ijnew schools and upgrading 
janothcr 1,000 schools, provi¬ 
sion of drinking water faucets 
Jin backward areas and supply 
{of medicines totalling Rs 70 

jlakhs. 

( 

J The increase in levies would 
»reduce lhe overall deficit from 
■JRs 31.24 crores to Rs 27.24 
crores. Taking into account the 
! additional Plan expenditure of 
iRs 70 lakhs the net overall 
;j deficit comes to Rs 27.94 crores. 

■} 

{ Mr Baid declared that the 
j state government intended to 
j introduce a bill in the current 
j session to bring the ceiling on 
J agricultural land to the level 
| recommended by the Central 
! Land Reforms Committee. 
1 Another bill, imposing a ceil- 
j ing on urban property would 


also be introduced in the cur¬ 
rent session. 

Speaking about tile difficult 
financial position of the state, 
the Finance Minister said that 
there was an overall overdraft 
of Rs 89.82 crores. To this 
must be added the adjustments 
yet to be carried out relating 
to previous years’ accounts. 
Over and above the carry-over 
deficits of previous years and 
an anticipated deficit of Rs 
31.24 crores is to be taken 
into consideration. He said that 
these chronic budgetary defi¬ 
cits must be viewed in the back¬ 
ground of the total debt bur¬ 
den of the slate, which stood 
at Rs 643.16 crores on March 
31, 1972. A provision had 
been made in the budget esti¬ 
mates for liquidating 15 per 
cent of the assessed overdraft. 

The problem in the state was 
really acute and staggering 
compared with other slates. 
“Our debt burden is consider¬ 
ably higher in relation to our 
population and resources which 
will be evident from the fact 
that debt servicing liability 
alone would amount to Rs 
95.96 crores, of which Rs 41.90 
crores would be by way of 
payment of interest alone’’. 
He, therefore, demanded that 
the centre should appoint a 
national debt commission with¬ 
out delay to study the problem 
of indebtedness of states and 
suggest ways for scaling down 
this burden. 

Export Output Plan 

According to Mr A. C. 
George, Deputy Minister for 
Foreign Trade, 12 inter-minis¬ 
terial groups have been set up 
to draw up concrete export 
production plans in respect 
of some specific commodity 
groups and to implement those 
plans. The terms of reference of 
all the working groups arc : (I) 
Pinpoint specific products with 
export potential within the 
group; (2) review existing capa¬ 
city and production including 
export production; (3) build 
export elements; (4) identify 
gaps in existing capacity in 
regard to ranges, specifications, 
quality and deficiency in quan¬ 
tity: (5) plan at the micro 


level for diversification, expan¬ 
sion and creation of capacity 
with export component; (6) 
overseas provision of produc¬ 
tion inputs and piloting of 
individual cases through a pro¬ 
duction control system (indus¬ 
trial licensing, capital goods 
licensing and foreign collabora¬ 
tion) both for generating new 
production and for continuing 
existing production; (7) deve¬ 
lop information, reporting and 
reviewing systems for discharg¬ 
ing the above functions. The 
groups which are being studied 
are as follows: Group A : 
Pig iron, mild steel tools, alloy 
and special steel; Group B: 
electronic equipment and 
components; Group C : (i) 
aluminium metal, (ii) petro¬ 
chemicals and derivatives there¬ 
of, integrated petrochemical 
complexes, dyes and inter¬ 
mediates, drugs and pharma¬ 
ceuticals, (iii) plastic resins and 
manufactures. Group D : 
metallurgical equipment, small 
and cutting tools, hand tools, 
metal cutting machines, metal 
forming machines, chemical 
and fertiliser plants; Group E : 
automobile ancillarics; Group 
F : (i) ferrous castings and 
forgings, structural steel fabri¬ 
cations, (ii) aluminium metal 
manufactures; Group G: 
sewing machines and bicycle 
components; Group H : pro¬ 
cessed foods, marine products, 
canned fruits and vegetables; 
Group 1 : leather and leather 
products, rubber manufactures 
including tyres and tubes; 
Group J : other selected pro¬ 
ducts in the small sector. 

MRTP Commission 

Under the provisions of the 
MRTP Act, the number of 
members of the Commission 
should be not less than three 
and not more than nine. On 
the initial constitution of the 
commission, a start was made 
with the statutory minimum 
of three, comprising the chair¬ 
man and two members. 

As in the case of judicial 
pronouncements, where there 
are differences of view among 
members of the Commission, 
the opinion of the majority 
is taken as the Commission’s 
opinion. That is why the MRTP 


Act provides for and odd num¬ 
ber of members in the mini¬ 
mum and maximum strength 
pre&ribcd for the Commission. 
With only three members now, 
evenifoneof them were to be 
absent, owing to illness or leave 
or for other reasons, the pro¬ 
gress of work of the Commis¬ 
sion will be affected. 

So far, the government lias 
sought the opinion of the Com¬ 
mission on a few cases relat¬ 
ing to substantial expansion, 
setting up of new undertakings, 
mergers, amalgamations or 
take-over, under Sections 21, 
22 and 23 of the MRTP Act, 
which were considered by it to 
be important or significant. In 
view of the present limited 
strength and detailed pro¬ 
cedures invloved in the in¬ 
quiries, the Commission has 
not been able to dispose of all 
of them or to set up benches 
as provided for in the Act. 
Unless its strength is increas¬ 
ed, the Commission may find it 
difficult to cope with the 
work when more references are 
made not only under these 
sections but also under Section 
31 relating to monopolistic 
trade practices. That is why 
the government is examining 
the question of increasing the 
number of members of Ihe 
Commission. 

Licensing Policy 
Criticised 

The Estimates Committee 
of Parliament lias suggested 
(hat the industrial licensing 
policy and procedures should 
be “clear and unambiguous’’ 
and should generally hold good 
for a reasonably long time. 
It has recommended that the 
policy should be for a mini¬ 
mum duration of five years, 
coinciding with the five-year 
Plan, “so that industry can have 
a span of assured development 
along predetermined lines for 
sustained growth of produc¬ 
tion.’’ 

In its 19th report, submitted 
to the Lok Sabha recently by 
its Chairman, Mr Kamal Nath 
Tewari, the committee noted 
that the industrial licensing 
policy had in the past been 
changing rather frequently and 
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this “hasjhad m unsettling 
effect pn industry”. The com¬ 
mittee has recommended that 
the government should formu¬ 
late end announce the licens¬ 
ing policy for the fifth Plan- 
period well before the Plan 
begins so as to attract the most 
competitive applications for 
the issue of industrial licences 
on merit. 

The committee has been 
critical of the licensing poilcy 
and procedures on several 
accounts. It has stated, for 
instance, that if the government 
had taken corrective steps in 
good time in respect of under¬ 
utilisation of industrial capa¬ 
city, the country might have 
been saved the recent decline in 
the growth rate of production 
in the organised sector and 
shortages developing in cetrain 
categories of goods. It regrets 
that the government should 
have waited for corrective ac¬ 
tion until the growth rate de¬ 
clined to a “distressingly low 
lever even though the fact of 
considerable under-utilisation 
of industrial capacity at the 
beginning of the fourth Plan 
was pointed out in the Plan 
itself. 

Referring to the policy of 
capacity restraints, the com¬ 
mittee expressed the view that 
the new policy of freeing indus¬ 
trial licensing from the limita¬ 
tions of assessed demand and 
indicative production tar¬ 
gets given in the Plan might be 
justified as a short-term mea¬ 
sure to tide over current short¬ 
ages of goods but in the long 
run, this policy is fraught with 
danger in as much as it would 
generate undue pressure on 
scarce resources and may well 
lead to excess capacity. 

Bonus Act to be 
Reviewed 

The government recently an¬ 
nounced the appointment of an 
eight-member committee, in¬ 
cluding representatives of em¬ 
ployers and major trade unions, 
to recommend, among other 
things, the level of minimum 
bonus. The committee, headed 
by Dr. B. K. Madan, will re¬ 
view the operation of the Pay¬ 
ment of Bonus Act and suggest 
suitable modifications to the 


scheme outlined in it. Besides 
the chairman, the committee 
includes Mr N. S. Bhat, Mr 
Harish Mahindra, Mr R. P. 
Billimoria, Mr G. R. Ramanu- 
jam (1NTUC), Mr Satish 
Loomba (AITUC), Mr Mahesh 
Desai (HMS) and Mr S. D. 
Punekar. 

The committee will recom¬ 
mend whether establishments 
(other than factories employ¬ 
ing less than 20 workers) may 
be covered by the Bonus Act 
and if so, up to what limit of 
employment. Further, it will 
suggest whether there should be 
any separate formula for pay¬ 
ment of bonus in small esta¬ 
blishments, whether the ceil¬ 
ing on payment of bonus re¬ 
quires any alterations and whe¬ 
ther the bonus should be linked 
with production or producti¬ 
vity. The committee will also 
make a careful assessment of 
the impact of its recommenda¬ 
tions on the national economy 
before finalising them. Its head¬ 
quarters will be in Bombay in 
the Department of Industries 
and Labour of the government 
of Maharashtra. 

Punj Delegation 

The Engineering Export 
Promotion Council's delega¬ 
tion under the leadership of 
of Mr V. P. Punj, which return¬ 
ed to New Delhi, a few days 
ago, after a fortnight’s tour of 
Malaysia, Indonesia and Thai¬ 
land, told newsmen recently 
that Malaysia offered great 
opportunities for the supply 
from India of sugar mill ma¬ 
chinery, power station equip¬ 
ment including structural fabri¬ 
cations, instrumentation, trans¬ 
mission line towers, cables, etc. 
In the field of power station 
equipment, including boilers 
and transformers, the quality 
of Indian products has been 
found to be comparable to the 
equipment exported by Japan 
and other developed countries. 
Some of the public undertak¬ 
ings in Malaysia have expressed 
their full satisfaction not only 
with the quality and perform¬ 
ance of Indian equipment but 
also with the business dealings 
of Indian suppliers. The ther¬ 
mal power station at Port Dick¬ 
son which took boilers from 


Bharat Heavy Electricals Ltd, 
Trichi, has placed orders for 
complete structural on Tcx- 
maco, Calcutta, and for com¬ 
plete instrumentation on 
Instrumentation Ltd, Kota. 
Malaysia is also expected to 
place sizeable orders for ma¬ 
chinery, stmcturals, etc, on 
Indian suppliers for the setting 
up of a 2,500 tonnes crushing 
capacity per day sugar mill. 
It has as well, shown 
interest in India collaborating 
with Malaysian nationals in 
setting up such small-scale ven¬ 
tures as agricultural imple¬ 
ments, farm tools and bicycles, 
at an industrial estate set up 
in one of the Malaysian states. 

In Indonesia, the delegation 
discovered promising scope for 
the supply of sugar mill mach¬ 
inery and stores. Most of the 
sugar mills there need rehabi¬ 
litation and modernisation. 
The Indian sugar mill techno¬ 
logy is considered at a par and 
in some cases even better than 
that of the developed countries. 
The modernisation of sugar 
mills in Indonesia, estimated 
to cost 8 100 million, is to be 
assisted by world financial ins¬ 
titutions and the United States. 
India can well participate in 
modernisation programme of 
the Indonesian sugar industry. 
The delegation feels that there 
is good scope for India colla¬ 
borating with the foundry, bi¬ 
cycles and airconditioning in¬ 
dustries in Indonesia. 

Thailand, the delegation said, 
was already importing a wide 
range of engineering goods 
from India, valued at roughly 
Rs 3 crores. Contacts were esta¬ 
blished by the delegation with 
the public undertakings in 
Thailand, which were buying 
equipment for power genera¬ 
tion,, irrigation etc., and orga¬ 
nisations interested in indus¬ 
trial development. Thailand, 
the delegation feds, also offers 
sizeable scope for the expan¬ 
sion of our engineering goods 
export. 

The markets of Malaysia, 
Indonesia and Thailand being 
highly competitive, they are 
very quality conscious. The 
delegation stressed the need for 
discipline in our manufactur¬ 
ing industries and the introduc¬ 


tion of stage-to-stage inspection 
system, besides the final stage 
inspection. 

ADB’s Bond Issue in 
Japan 

The Asian Development* 
Bank announced on April 19, 
its third Japanese yen bond 
issue in the aggregate amount 
of Yen 10 billion (equivalent at 
current rates to approximate- v * 
ly US S32.5 million). The 
bonds known as Japanese 
Yen Bonds bearing 7.3 per I 
cent interest and having. “ 
ten-year maturity period, will 
be issued at par. The bonds 
are redeemable at par in 
four annual instalments of 
Japanese Yen 600 million each, 
payable on May 6 in each of 
the years 1978 through 1981, 
and the final instalment of 
Japanese Yen 7,600 million 
is payable on May 6, 1982. 
This brings the average life 
of the bonds to 9.4 years. 

Names in thd News 

MrR. Doraiswamy, Director 
General of Shipping, has re¬ 
tired from the office. He has 
handed over charge to Mr Y.S. 
Kasbekar, Deputy Director 
General of Shipping. Mr 
Doraiswamy who was to retire 
in March 1972. was asked by the 
union government to continue 
in office for some time more. 
He was the secretary of the 
Reconstruction Policy Sub¬ 
committee on Shipping consti¬ 
tuted at the dawn of Indepen¬ 
dence. 

« * 

The following were elected 
the office bearers of the Public 
Relations Society of India, 
Delhi Chapter, at its annual 
meeting : 

I. Chairman : Mr K. R. Singh 
(IBM): 2. Vice-chairman : Mr 
Baldeo Sahai (Fertilizer Corpo¬ 
ration of India); 3. Secretary : 
Mr R. P. Agarwala (Eastern 
Economist); 4. Treasurer ; Mr 

J. S. Jogi (Deccan Herald). 

* * 

Mr S. P.* Mukheijee, Jute 
Commissioner relinquished his 
office on April 19 to take up 
his new assignment as Lt. 
Governor of Mizoram. The 
successor to Mr Mukhcrjce 
has not yet been named. 
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Vijaya Bank 

tlN his annual address to the 
^shareholders of Vijaya Bank Ltd 
[the Chairman Mr Mulki Sun- 
fder Ram Shetty presented a 
^graphic picture of the pheno¬ 
menal progress made by the 
bank during 1971 and the cner- 
agetic steps that are being taken 
[to streamline the administra¬ 
tion to cope with the changing 
meeds, conditions and require¬ 
ments. The bank is planning 
]to start a department for 
management development, the 
{purpose being to fill manage¬ 
rial, executive and other res¬ 
ponsible posts with well-train- 
jgCd staff. 

; The year 1971 was a year of 
^formidable challenges and 
^creditable achievements for 
kthe bank. Deposits in 1971 for 
v j instance shot up to Rs 43.64 
(crores registering an impressive 
increase of 58 per cent over 
Hi970, probably the highest 
faraong banks in the country. 
<Tt is gratifying to hear from 
Pthe chairman that this momen¬ 
tum has been maintained for 
}thrce successive years, a record 
^performance indeed of which 
.'any bank can boast of. Gross 
^earnings, on the other hand, 
^jumped by about 53 per cent 
•’and net profit by nearly 75 per 
,! J cent while advances leaped by 
*47 per cent to Rs 25.84 crores 
I’with the average credit-deposit 
‘‘ratio in 1971 standing as high 
\ as 63.35 per cent. The bank at 
j present is having a network 
of 150 branches all over the 
; country as against just 21 
l branches in 1961. 

The target for the current year 
| is pitched high at 200 branches, 
■s It is encouraging to find that 75 
j per cent of the bank's branches 
j are functioning in rural and 
) semi-urban areas while 25 per 
■j cent of them are in urban and 
\j metropolitan areas. The bank 
| has recently opened a foreign 
l exchange department to deal 
l on all foreign currencies and 
is at present conducting foreign 
exchange operations from seven 
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centres viz. Bangalore, Manga¬ 
lore, Bombay, Madras, Cochin, 
Delhi and Hyderabad. 

Bank of Baroda 

Bank of Baroda's multi¬ 
service agency branch, provid¬ 
ing a range of services to a 
spectrum of self-employed 
small borrowers was inaugurat¬ 
ed recently in Bombay. The 
agency, described as the first 
of its kind in India, will pro¬ 
vide integrated financial assis¬ 
tance as well as package of 
technical services such as pro¬ 
curement of raw materials, 
management of business and 
marketing of products. Finance 
is to be provided at a conces¬ 
sional rate of four per cent— 
two per cent below the Bank 
Rate—to certain “approved'’ 
categories of small borrowers. 
Apart from the concessional 
rate of interest easy repayment 
schedule will be worked out 
with due regard to the specific 
needs of various kinds of bor¬ 
rowers. The maximum loan 
to be disbursed under the 
scheme is fixed at Rs 50,000 
while the minimum could be 
as low as Rs 150, depending 
upon the requirements of the 
borrowers and the nature of 
their problems. 

To start with, the activities 
of the multi-service agency 
will be restricted to Bombay 
City and will gradually be 
extended to other centres such 
as Delhi, Kanpur, Ahmedabad 
and districts where the Bank 
of Baroda has been assigned the 
‘Lead Bank' role. Currently 
the bank had prepared schemes 
lor 19 categories of self-employ¬ 
ed borrowers. 

National & Grindlays 

In his annual statement Lord 
Aldington, Chairman of Na¬ 
tional and Grindlays Bank Ltd, 
has made a synoptic and an 
illuminating survey of the 
group’s world-wide business 
activities. Adverting to In¬ 
dia the chairman was happy to 
report that the bank's business 


in India and with India during 
1971 was not only well run 
but maintained as wtll. The 
Bank's deposits continued to 
maintain its rising trend. Dur¬ 
ing the year a good number 
of additional sterling loan pro¬ 
posals to assist industrial de¬ 
velopment and commercial 
operations were considered but 
the schemes could not be fina¬ 
lised for a variety of reasons. 
The Merchant Banking Divi¬ 
sion is playing its useful role in 
advising a large number of 
top class industrial concerns 
and it has completed during 
the year several export finance 
arrangements while many 
others are under active con¬ 
sideration. 

The year 1971, according to 
the chairman, proved to be a 
year of considerable consolida¬ 
tion within the Organisation 
throughout the gulf. In Far 
East the Dao Hcng Bank in 
Hong Kong had a splendid year 
while in Europe, Banque Grind- 
lay Ottomane S.A., reported 
marked expansion in its busi¬ 
ness. The sterling lending busi¬ 
ness of the bank in UK re¬ 
corded satisfactory growth 
while its Eurocurrency opera¬ 
tions continued at a high level. 

The bank has reported en¬ 
couraging working results dur¬ 
ing 1971. Its capital and re¬ 
serves, including loan stock, 
was higher at £53 m. as against 
£50 m. in 1970 while share¬ 
holders' funds increased by 
£0.5 m to £38.6 m. Deposits 
stood at £884 m. and advances 
at £ 476 m. — the amounts 
being at the 1970 rate of ex¬ 
change—as against £817 m. 
and £478 m. respectively in 
1970. The consolidated profit 
after tax before exceptional 
items in 1971 moved up to 
£4,161,000 recording a hand¬ 
some rise of £1,213,000 over 
the preceding year. 

Blue Star 

The directors of Blue Star 
Ltd have proposed to maintain 
the equity dividend for 1971 


at l2 p6tcentqha lughtr capi¬ 
tal resulting from fhe 'one-for- 
fotir rights issue. 

* ■ 

With a smart rise in sales 
by about 15 per cent 
from Rs 8.39 crores to 
Rs 9.68 crores, the gross profit 
has advanced significantly by 
about 40 per cent from Rs 
30.22 lakhs to Rs 42.42 lakhs. 
Out of the gross profit a sum 
of Rs 4.78 lakhs was appro¬ 
priated to depreciation re¬ 
serve as against Rs 3.88 lakhs 
in 1970 while the amount set 4 
aside to development rebate 
reserve was reduced by Rs 
13,654 to Rs 64,511. Taxation 
claimed Rs 23.30 lakhs in 1971 
as against Rs 14.94 lakhs in the 
preceding year. After adjust¬ 
ments a sum of Rs 13.93 lakhs 
was transferred to general re¬ 
serve as compared to Rs 10.80 
lakhs in the previous year. The 
proposed dividend will be 
paid out of the general reserve 
and it will absorb Rs 9.23 
lakhs, Rs 1.70 lakhs more than 
in 1970. 

News and Notes 

Expansion and Diversification : 

Estiela Batteries Ltd— 

the second larget manufac¬ 
turer of dry batteries in the 
country—plans to expand its 
activities in a big way. Apart 
from its existing factory at 
Bombay the company intends 
to set up a new unit in Gujarat 
at a cost of Rs 4 crores. When 
in full production, the factory 
will be producing 125 million 
cells and the turnover is ex¬ 
pected to be of the order of 
Rs 10 crores. The plant will be 
on stream by 1975. 

The company which 
started manufacturing batte¬ 
ries in 1939 is now 
producing batteries worth 
Rs 7 crores annually. For the 
past 10 years it had technical 
collaboration with France’s 
foremost battery maker, La 
Pile Lcclanchc, which ends in 
1973. 

Motor Industries Co Ltd 
—MICO—is embarking upon 
an ambitious expansion pro¬ 
gramme. While a part of the 
expansion will be carried out 
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in Bangalore, a new factory 
will be «et up at Nasik to 
implemeid its other manufac¬ 
turing schemes. The capacity 
for the production of all items 
except nozzles and nozzle- 
holders will be substantially 
increased in Bangalore, while 
the production of nozzles and 
nozzle-holders will be taken 
up at Nasik in order to achieve 
economies of scale in opera¬ 
tions both at Pangalore and 
Nasik. The additional machin¬ 
ery and equipment required 
for expansion will cost about 
Rs 13.8 crores. The new invest¬ 
ment in Bangalore will be 
about Rs 2.9 crores. 

Banda,Rayou Corporation has 
received a letter of intent for 
increasing the rayon produc¬ 
tion capacity from 3000 tonnes 
to 6380 tonnes per annum. It 
has submitted the necessary 
collaboration proposals for 
consideration and approval of 
the government and the go¬ 
vernment’s reply is awaited. 
The company has also received 
a letter of intent for putting 
up a soda ash plant with a 
capacity of 1.44 lakh tonnes 
per annum. It is also expec¬ 
ting to receive letters of intent 
for setting up a cellophane 
paper plant as well as for 
nylon tyre cord plant. 

Ceat Tyres of India Ltd has 
completed substantial expan¬ 
sion of its tyre plant and it is 
operating at full capacity since 
the last quarter of 1971. It is 
now going ahead with the 
project for the setting up of a 
bicycle tyre plant at Nasik. 
The plant is expected to be 
commissioned by the last quar¬ 
ter of 1972. Meanwhile the 
company has applied to the 
government for an industrial 
licence for a tyre and tubes 
plant to be located in an 
underdeveloped area. The 
capacity of the plant will be 
four lakh automotive tyres and 
tubes a year. The application 
is under the consideration of 
the government. 

Anna Sugars Ltd has embar¬ 
ked on an expansion scheme 
for increasing the crushing 
capacity to 3000 tonnes daily 
from the existing level of 2000 
tofines per day. The expansion 
scheme is expected to cost 


about. Rs 97 lakhs and it will 
be financed by raising loans to 
the tune of Rs 80 lakhs from 
financial institutions, while 
about Rs 17 lakhs will be made 
available from internal sources. 
When the expansion is com¬ 
pleted the factory will be able 
to crush about 4.5 lakh tonnes 
of sugarcane as against 2.7 
lakh tonnes expected to be 
crushed this year. The current 
year’s working results are so 
far satisfactory due to higher 
rate of crushing and with better 
recovery. It is hoped that with 
the increased crushing rate of 
3000 tonnes per day and with a 
total crush of about 4.5 lakh 
tonnes the company’s prospects 
next year are expected to be 
quite encouraging. With 3000 
tonnes crushing capacity Aruna 
sugars—it is claimed—will be 
the factory having the highest 
crushing capacity in Tamil 
Nadu. 

New Ventures 

Manubhai Sons &, Co is 
entering the field of printing 
machinery manufacture to pro¬ 
duce offset rotaries, letterpress 
rotaries and other types of 
machinery. It has signed a 
collaboration agreement with 
Veb Polygraph Leipzig of GDR 
to manufacture these types 
of machinery. A new company 
styled Maschinenfabrik Poly¬ 
graph (India) Ltd has been 
formed and the factory will be 
located at Kolhapur. Produc¬ 
tion is expected to commence 
in 1974. 

Jesons Electronics a new 
company incorporated in 
Delhi, is setting up a project 
at Ghaziabad, UP, to manu¬ 
facture 60 million dry batteries 
annually. Financial and tech¬ 
nical collaboration will be 
provided by Yai Dry Battery 
Company of Japan. The capital 
outlay on the project is esti¬ 
mated at Rs 185 lakhs including 
the foreign exchange compo¬ 
nent of Rs 44.25 lakhs. 

National Machinery Manu¬ 
facturers is embarking on a 
new venture for manufacture of 
machinery for synthetic fibres. 
Ready-made plant has been 
acquired from Hindustan Glass 
Works and Navin Glass WQrks. 
Machinery has started arriv¬ 


ing at the factory site at Baroda 
and production is expected to 
commence by June this year. 
On achieving full production, 
the turnover is expected to be 
of the order of Rs 5.5 crores. 
The company also proposes 
to manufacture at this plant 
hydraulic infinitely variable 
motors and gear boxes. At its 
existing factory at Thana it 
has spent in 1971 Rs 18 lakhs 
in replacement and renovation 
and proposes to spend a crore 
of rupees in the next few years. 
It has plans to manufacture 
machinery for jute industry, 
for heavy duty canvass and for 
weaving cordroys. The turnover 
by 1975 is expected to rise to 
about Rs 18 crores, including 
about Rs 6 crores at Baroda. 

Joint Ventures 

Tabaldi, a government-own¬ 
ed engineering corporation in 
Sudan has approached Stand¬ 
ard Batteries for its assistance 
for putting up a battery manu¬ 
facturing unit in that country. 
Till the time the unit is set up 
in Sudan, battery components 
like plates, separators, hard 
rubber containers and other 
equipment for assembling 
50,000 batteries per year will 
be exported by Standard Bat¬ 
teries to Sudan. The order 
valued at Rs 45 lakhs was 
recently secured by the com¬ 
pany. Standard Batteries have 
also bagged an export order 
from Poland for the supply 
of 12,000 automotive batteries 
for 1972. 

Mukand Iron has made con¬ 
siderable progress in the imple¬ 
mentation of its first joint ven¬ 
ture in Malaysia for setting 
up a steel foundry with a pro¬ 
duction capacity of 3,000 ton¬ 
nes per year. While the govern¬ 
ment's formal sanction is 
awaited, the company is go¬ 
ing ahead full steam with 
preparations to start produc¬ 
tion by the end of the current 
year or in early 1973. Mukand 
will own 35 to 40 per cent of 
the capital by supplying the 
necessary equipment. 

New Issues 

Atlas Copco (India), a wholly- 
owned subsidiary of Atlas 
Copco Akticbolag, Sweden, will 


be offering to the public short 
ly for subscription 2,89,00 
equity shares of Rs 10 each a 
a premium of Rs 7.50 per shan 
In addition 32,090 equity share 
of Rs 10 each at a premiur 
of Rs 7.50 per share have bee M 
reserved for subscription b“ 
directors, employees and bus ? 
ness associates who ar 
Indian nationals. The issu< 
which is fully underwritten, i 
offered to the Indian publi 
with a view to reduce th(, 
foreign share-holding to 6* 
per cent. The proceeds of th^ 
issue amounting to Rs 56.2' 
lakhs will be utilised for finant 
ing the future expansion pre 
grammes. 

The company is manufactur 
ing at its factory near Poon. 
air compressors, rock drillers 
pushers, lubrications, grinder 
and couplings. The compon; 
is doing reasonably well an< 
the directors hope that th< 
company will be in a positioi 
to declare a dividend of no 
less than 15 per cent on thi 
increased capital during the 
current year, the proposed nev 
shares being entitled to a *pr< 
rata’ dividend for the year. 

Chemopulp Tissues Ltd, pro 
moted by Electrosteel Casting! 
Ltd, will be offering shorth 
for public subscription 75,00C 
equity shares of Rs 10 eacl 
and 5,000 (9.5 per cent) re 
deemable cumulative prefereno 
shares of Rs 100 each at par 
The entire public issue is under 
written. The company has ai 
authorised capital of Rs 2i 
lakhs and an issued, subscrib 
ed and paid-up capital o 
Rs 1.51 lakhs. The presen' 
issue is for Rs 18.49 lakhs o 
which equity shares of Rs 5.91 
lakhs have been reserved foi 
allotment to directors, theii 
friends and associates. 

The company is setting up s 
project for the manufacture ol 
paper at Ghaziabad, UP, witt 
installed capacity of 4.5 tonne: 
of MG paper per day. As pet 
the present plans the company 
intends to produce 1,750 ton¬ 
nes of tissue paper in different 
colours for which there is a 
large unsatisfied demand in 
the country. It is also esta- 
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f lishing a separate unit Tor a 
ig pulp plant to meet a part 
f tne pulp requirements. 

i 

( apital and Bonus Issuas 

Consent has been aecoded 
six companies to raise capi- 
amounting to over Rs 14.98 
>res. Following arc the de¬ 
ls. 

| Morris Electronics Private 
Ltd, Poona, has been given 
Consent, valid for three months, 
jjo capitalise Rs 10 lakhs out 
[if its general reserve and issue 
jblly paid equity shares of Rs 
?00 each as bonus share in 
he ratio of live bonus shares 
lor every three equity shares 
teld. 
t 

' ! The Alraicdabad Mtg. & 
Calico Printing Co. Ltd, Ah- 
nedabad, is granted consent to 
tapitalise Rs 1202.85 lakhs; 
Xs 60,75,000 in ordinary 
, Shares, Rs 202.50 lakhs in eight 
;oer cent convertible bonds of 
pis 100 each and Rs 939.60 
Hakhs in eight per cent re¬ 
deemable bonds of Rs 116 each 
i.o be issued as credited fully 
j^jaid-up to the shareholders of 
ie3ank of India Limited pursuant 
,,0 the scheme of amalgamation 
Approved by the high courts 
;,)f Maharashtra and Gujarat, 
tllie order is valid for 12 
'months. 

I Shri Vasai i Paramcsttari 
Permanent Fund Ltd, Karur, 
*;ias been given permission, valid 
■'or three months, to capitalise 
I'Ss 39,750 out of its general 
reserves and issue fully paid 
. iquity shares of Rs 25 each as 
joonus shares in the ratio of 
;;me bonus share for c\cr> 
j jquity share held. 

n The Standard Mills Co. Ltd, 

/Bombay, is granted consent 
1 to capitalise Rs 200 lakhs in 
"I the form of 40,000 convertible 
I bonds of Rs 500 each carry- 
! ing interest at the rate of eight 
;f per cent per annum to be offer- 
; ed to the public through a pros- 
i pectus for cash at par. The 
j bonds will have certain rights 
} attache to them for conver¬ 


sion into equity shares of the 
company. The proceeds will 
be utilised for financing a part 
of the cost of expansion of the 
company’s caustic soda pro¬ 
duction. The consent is valid 
for 12 months. 

Larsen & Toubro Ltd, Bom¬ 
bay, has been accorded consent 
valid for 12 months to issue 
capital of Rs 50 lakhs in the 
form of equity shares of Rs 100 
each to be subscribed privately 
for cash at par. The proceeds 
of the issue will be utilised for 
the promotion of a new com¬ 
pany under the name of L & 
T. Mcneil Ltd for the manu¬ 
facture of tyre curing presses 
and other rubber processing 
machinery. 

Alfred Herbert (India) Pri¬ 
vate Ltd, Calcutta, has been 
given consent valid for three 
months to capitalise Rs 15 
lakhs out of its general reserves 
and issue fully paid equity 
shares of Rs 10 each as bonus 
shares in the ratio of one bonus 
share for every one equity 
share held and thereafter to 
issue further capital of Rs 20 
lakhs in equity shares of Rs 10 
each for cash at a premium of 
Rs live per share through pros¬ 
pectus within a period of 12 
months. The proceeds of the 
cash issue will be utilised for 
providing part finance for a 
new projectat Bangalore for the 
manufacture of rubber machin¬ 
ery. 


Company Meetings 

National Rayon Corpora - 
ration Ltd: Birla Matushri 
Sabhagar, 19, Marine Lines, 
Bombav-20: Mav 3: 3.30 
PM. 

Mysore Paper Mills Ltd: New 
Hall, Nandi Hotels (P) Ltd, 
Bangalore-25; May 4; 4 PM. 

Killiek Nixon Ltd ; Killick 
House, Home Street, Fort, 
Bombay-1: May 5; 4 PM. 

(iokak Mills Ltd ; Tata A ud i - 
torium, Bombay House, 24, 
Bruce Street, Bombav-I: May 
5:4 PM. 


Interim Dividend 

Glaxo Laboratories (India) Ltd, has maintained the gross 
interim dividend at 60P per share for thfe year ending June 30, 
1972. 


Dividends 


(Percent) 


Equity dividend 

Name of the company Year ended declared for 


Current Pre- 
year vious 
year 


Higher Dividend 


Borax Morarji 

Dec. 31,1971 

16 

15 

Industrial Chemicals 

June 30, 1971 

15 

9 

Vulcan-Laval 

Dec 31, 1971 

10 

6 

Indian Wood Products 

Sept. 30, 1971 

10 

9 

Lakshmi Machine Works 

Dec. 31,1971 

12 

!() 

John Fowler (India) 

Dec. 31,1971 

15 

12.5 

Killick Nixon 

Nov. 30. 1971 

II.0 

10.0 

Same Dividend 




Kumardhubi Fireclay and 
Sillica Works 

Dec. 31, 1971 

20 

20 

United Motors 

Dec. 31, 1971 

10 

10 

Svadeshi Mills 

Dec, 31,1971 

12 

12 

Ahmcdabad Advance Mills 

Dec. 31, 197! 

12 

>2 

Tata Mills 

Dec. 31, 1971 

6 

b 

Bombay Dyeing & Manu¬ 
facturing Co. 

Dec. 31. 1971 

13 

13 

Matchwcl Electricals 

Sept. 30, 1971 

6 

6 

New Swadeshi Sugar Mills 

June 30, 1971 

12 

12 

Dalrnia Cement (Bharat) 

Dec. 31,1971 

12.5 

12.5 

Shama Engine Valves 

Sept. 30. 1971 

7.5 

7.5 

Reduced Dividend 




Ganga Sugar Corporation 

June 30, 1971 

10.0* 

17.5 

Nedamalai Tea & Coffee 
Estates 

June 30, 1971 

10.0 

12.5 

National Pipes and Tubes 
Co. 

Sept. 30,1971 

Nil 

4.0 


’•'On increased capital. 
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COMPANY MEETING 



TheVljaya BankLhL 

Regd. Office: Light House Hill Road, Mangalore-3. 
Admn. Office: Rece Course Road. Bangalore-1. 


Statement by the Chairman 
Shri Mulki Sunder Ram Shetty 

it the 40th Annual General Meeting of the Shareholders 
of the Bank held at Mangalore on April 28, 1972 


| Ladies & Gentlemen, 

I It is my privilege today to 
welcome you to the 40th 
Annual General Meeting of the 
hi Bank. Our performance in the 
period under review has been 
creditable as will be seen from 
the figures before you. I take 
it that you have already read 
the Balance Sheet and Profit 


Early in the year the setting 
up of a stable government at 
the centre, with a thumping 
majority for the ruling group 
in the general elections to 
Parliament was the big event in 
our political scene. Soon star¬ 
ted the refugee problem by the 
influx of evacuees from East 
Pakistan culminating in a four¬ 
teen day war at the end of the 



Sri Mulki Sunder Ram Shetty 


and Loss Account for the year 
1971. 

The Economic Scene in 1971 

In the year left behind, the 
political arena in the country 
was dominant, and replete with 
events, some of which led the 
country to the crest of history. 


year. While the war with Pakis¬ 
tan left some small dents in our 
economy it also built up an 
image for us in the world of 
nations, created greater confi¬ 
dence in us and a new spirit to 
meet the emerging challenges. 
It must also be said to the glory 
of the nation that all political 
parties stood solidly behind the 


government throughout this 
period of crisis. 

There were natural calamities 
like floods and droughts in 
different states, including a 
devastating cyclone. The fami¬ 
liar features of inflation, rising 
costs, labour unrest and un¬ 
employment did however have 
their natural repercussions. The 
financial burden on our eco¬ 
nomy increased so heavily that 
additional taxation had to be 
resorted to by the government 
in the middle of the year. The 
dollar crisis and the conse¬ 
quent stir in the exchange mar¬ 
ket were dealt with by our 
government with an alert 
awareness of the international 
monetary situation. Exports 
were kept up and the foreign 
exchange reserve was satis¬ 
factory during the year. As the 
year progressed the economy 
showed distinct signs of slack¬ 
ening, with a pronounced slow¬ 
down in industrial production, 
but as a redeeming feature, the 
production of foodgrains was 
maintained. 

It is against this background 
that we examine the perform¬ 
ance of our Bank, a bank in the 
private sector working in close 
competition with the other larg¬ 
er banks spread all over the 
country. 

The Banking System 

The year 1971 was a fairly 
successful year of steady 
growth for all the banks. The 
average growth of deposists 
for all the banks in India to¬ 
gether was 20.6% as against 
16.4% in 1970. The number of 
branches increased to 12,985 
from 11,184 in the last year. 
On an average 150 new bank 
offices per month were opened 
in 1971. The average popula¬ 
tion served by a branch of the 
bank declined to 42,000 in 
December 1971 from 52,000 in 
December 1970, and 65,000 in 
June 1969. The banks met their 
challenge of deposit mobilisa¬ 
tion with added vigour to take 
the total deposits to Rs. 6,856 
crores at the end of the year 
1971. The credit needs of the 
priority sectors continued to 
get support from all the banks. 
The total advances of all banks 


stood at Rs. 4,966 crores at the 
end of the year. The credit 
expansion in the banking sys¬ 
tem was only 11.5% in 1971 
as against 23.1% in 1970. Un- < 
like in 1970, deposits did not 
lag behind credit in 1971. The 
average credit deposit ratio was 
as high as 77.4% in 1971 but • 
the bank borrowings from the 
Reserve Bank to meet credit ; 
needs were less than in the i 
previous year. 

The report of the Banking 
Commission set up in 1969 has 
already been presented to the 
Parliament. Further develop¬ 
ments in the structure and 
organisation of banking in the 
country are awaited, depending 
on the extent of the govern¬ 
ment’s acceptance of the Com¬ 
mission’s recommendations. 

Our Bank 

The deposits qf our Bank 
stood at Rs. 43.64 crores on 
December 31, 1971. The in¬ 
crease in deposits was 58% 
as against the average growth 
of 20.6% of all the banks. 
For us three successive years 
have been record years. To 
keep up the momentum was a 
big challenge. To have kept it 
was a proud achievement. 

It is no small pride for us to 
give you a flash back. Ten 
years ago in 1961 our deposits 
stood at only Rs. 1.44 crores. 
In May 1962 your present 
Chairman took over as the 
Honorary Chairman of the 
Bank. Seven years later, in May 
J969 when the Honorary 
Chairman was appointed as 
the full-time Chairman and 
Chief Executive of the Bank, 
the deposits were below Rs. 15 
crores. In a few months, by 
1969 December, it was Rs. 
18.71 crores, an increase of 
42?/ 0 over 1968. In 1970 it was 
Rs, 27.52 crores, an increase 
of 47% over 1969. In 1971, it 
was Rs. 43.64 crores, an in¬ 
crease of over 58% over 1970, 
probably the highest among 
banks in the country. I repeat, 
it was a record for us. Our 
advances increased by 47% in 
1971 and stood at Rs* 25.84 
crores with the average credit 
deposit ratio in 1971 at 63.35%. 
As you will see from the 
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I Balance Sheet, our working 
results were encouraging. Our 
gross earnings rose by nearly 
53% and our net profit by 
about 75% to enable us to 
step up our rate of dividend 
this year to 12%. 

We have opened 15 branches 
in the year 1971, taking the 
total number of branches to 
141 at the end of the year. 75% 
of our branches are in the 
rural and semi-urban areas 
and 25% in urban and metro¬ 
politan areas. Today, we have 
over 150 branches. Our target 
for the year is 200 branches. 
Against 21 branches in 1961, 
you can imagine the long way 
that we have travelled these 
10 years. 

Current Year 

The potential for further 
deposit growth through branch 
expansion still exists. But 
banks have now to go slow and 
be more selective in their ap¬ 
proach to branch expansion. 
Unless a village or a town is a 
really potential centre, the 
banks should not venture into 
such places. Wastage of man¬ 
power and other resources has 
to be eliminated. Nevertheless, 
the Reserve Bank of India has 
programmed the opening of 
5,000 branches, in the next 3 
years which should work out at 
about 140 branches a month. 
In the face of this proposed 
massive expansion, to what 
extent an indiviudral bank 
in the private sector can grow 
in the years ahead is a matter 
of guess. But from the growth 
achieved in the last few years I 
am as optimistic as ever. Let 
us hope for the best. It was 
not a mere expansion for us 
in 1971 but more a consolida¬ 
tion of our position, tn centres 
where we had established ear¬ 
lier. 


other countries. Die Bank is 
at present conducting foreign 
exchange operations from seven 
centres—Bangalore, Manga¬ 
lore, Bombay, Madras, Co¬ 
chin, Delhi and Hyderabad. 
More centres will be covered 
as and when it is deemed neces¬ 
sary. 

Personnel 

At the end of 1970 we had 
on our staff 1,462 persons of 
all categories. At the end of 
1971 the strength was just 
1,896, an increase of 30%. 
Our staff deposit ratio stood 
at 52 per crorc of deposits at 
the beginning of the year. It 
has declined to 43 per crorc at 
the end of 1971. Our working 
ratio of salaries and allowances 
to gross earnings declined from 
33J% in 1970 to 29% in 1971. 

Our growth is fast and the 
need for training our staff is 
engaging our attention. In 
addition to training them in 
our own Training Institute, we 
send some of our officers to 
courses conducted by the Re* 
serve Bank of India and other 
training establishments in the 
country. Our Chief Accountant 
was at the Administrative Staff 
College, Hyderabad, for a short 
course on financial administra¬ 
tion. We had sent one of the 
officers in our agricultural ad¬ 
vance cell for a course on 
Farm Credit Management con¬ 
ducted by the Indian Education 
Committee, New Delhi. The 
23-day course included 18 days 
tour of Thailand, Philippines, 
Japan, South Korea and Hong 
Kong. We propose to depute 
one of our senior managers to 
attend the International Bank¬ 
ing Summer School in the 
United States and another offi¬ 


cer to Germany for training in 
foreign exchange. We have 
plans to train more of them 
both in and outside India. On 
the initiative taken by the 
Reserve Bank of India, a com¬ 
bined staff training college is 
soon to be set up at Coimba¬ 
tore for the non-nationalised 
banks in South India. It will 
interest you to know that your 
Chairman has been elected as 
the first Chairman of the go¬ 
verning body of the combined 
staff college. 

In a developing institution, 
no single individual at any level 
is expected to shoulder the in¬ 
creasing demand for technical 
competence. What we have yet 
to do therefore is a further 
stream-lining of our adminis¬ 
tration in keeping with current 
management thinking. The pat¬ 
tern of banking has changed. 
As I said a year or two ago, 
the old concepts in the manage¬ 
ment of men, money and mate¬ 
rial are being pushed out of 
vogue by the rising tide of social 
and scientific forces. 

What is demanded of banks is 
a high degree of resilience in 
set up, staff and structure to 
meet the changing concepts 
and conditions. The new trends 
and techniques call for enter¬ 
prise and expertise at every 
level. We have to grow our 
own executive timber. We hope 
to start a department for 
management development to 
develop our own personnel to 
occupy managerial and execu¬ 
tive posts. The purpose behind 
is to keep well trained men rea¬ 
dily available to fill up posts. 
We must have the right men at 
the right time in the right 
place, individuals developed by 
us with a sense of pride in the 


organisation and a feeling of 
growing participation in the 
progress. We are a bank predo- 
minendy youthful in its staff 
structure with a good spicing 
of age and maturity at the 
superstructure. It is only na¬ 
tural for us to grow and grow 
we must. 

Our Thanks 

Now let me pay my tributes 
to our esteemed members of 
the Board of Directors. My col¬ 
leagues on the Board gave me 
their unstinted co-operation. 
Very sincerely I thank all of 
them and also the members 
of the Local Advisory Com¬ 
mittees for their unfailing sup¬ 
port. 

My thanks are due to the 
Secretary, other Exeutives, 
officers and the staff at the 
Administrative Office of the 
Bank for their devotion to 
duty throughout the year. The 
untiring efforts of group mana¬ 
gers, branch managers, other 
officers and the staff have con¬ 
tributed greatly to our deposit 
growth. I am deeply apprecia¬ 
tive of their dedicated efforts 
and enthusiasm. I do thank one 
and all of them. 

I take this opportunity to 
express my gratitude to the 
Bank’s customers and well- 
wishers for their valuable help, 
co-operation and understan¬ 
ding at all times. 

To you, our shareholders, 1 
am extremely grateful for the 
confidence reposed in me and 
my colleagues on the Board. 

Thank you. 

Note : This does not purport 
to be the record of the pro¬ 
ceedings of the Annual General 
Meeting. 
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Wc obtained in the year 
under report a licence to deal in 
foreign Exchange. Wc have 
opened a Foreign Exchange 
Department in our Bank to 
deal in all foreign currencies. 
Your Chairman went abroad 
to establish contacts with some 
of the foreign banks in the 
month of October 1971. The 
Bank has now account and 
agency arranegments with 
many of the leading banks in 


As in previous years, the Special Budget Number presents an 
analysis of budget proposals and a study of the budget documents in their 
larger economic context as well as In their specific details. The Special 
Number includes all the relevant budget literature and statistical tables, 
it also carries a section of Special Articles covering fiscal and monetary 
issues. Priced at Rs 5 per copy (postage extra) copies of this number are 
on sale with leading booksellers or direct from : 

The Manager, 

The Eastern Economist Ltd., 

UCO Bank Building, 

Parliament Street, New Delhi*!. 
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RECORDS AND STATISTICS 

The World’s 
Workers in 1971 


FOR the world’s workers, the economic 
slowdown of 1971 meant spreading un¬ 
employment and an increase in consumer 
prices, says Rosalie Ducommun of the 
International Labour Office. 

The trend was noted in varying degrees 
both in the industrialised countries (though 
their real wages rose generally) and in the 
developing regions, which were already 
suffering From unemployment and under¬ 
employment of a chronic type. 

The 1971 employment curve in the in¬ 
dustrialised countries tended to flatten 
out: in some countries it stopped rising 
altogether, or took a downward turn. 
Unemployment rates and consumer prices 
sometimes rose to a marked degree. 
However, wage increases exceeded con¬ 
sumer price, rises almost everywhere. 

Little information was available on 
employment and wages in most develop¬ 
ing countries. But their unemployment 
and consumer prices, of which somewhat 
more is known, both rose faster in 1971 
than in the preceding year. Unemploy¬ 
ment and underemployment, affecting a 
large part of the working-age population, 
remain among the gravest problems in the 
developing countries. 

These are some of the main trends emer¬ 
ging from statistics collated by the Inter¬ 
national Labour Office, which has recently 
published its 1971 Year Book of Labour 
Statistics. 

general situation 

Employment continued to increase in 
1971 in most of the countries for which 
information was available, though at an 
even more sluggish pace than in 1970, 
when a slowdown had already been noted. 
In one country in four, overall employ¬ 
ment actually fell. One country in three 
had a drop in the number of employees 
in manufacturing. 

Unemployment was on the increase in 
two out of every three of the 50 or so coun¬ 
tries for which statistics were available. 
It grew in practically all the industrial 


countries, where it often reached the high¬ 
est level for years — and in some cases the 
highest since the end of the Second World 
War. 

Decelerating growth of industrial pro¬ 
duction often led to dismissals affecting 
primarily foreign workers, women and 
older wage-earners; young people about 
to take up work faced shrinking prospects. 
Moreover, social problems arising from 
the regroupment of enterprises often 
affected the whole of the local population 
and not simply those dismissed. 

Consumer price increases in 1971 were 
often much greater than those observed in 
preceding years. The rate of increase 
slowed down a little in the second half of 
the year in several countries, however. 

Money wages in manufacturing increas¬ 
ed in all the countries for which data 
were available. Although consumer price 
increases were accelerating, money wages 
went up still farther in most cases. Thus 
real wages improved almost everywhere 
and, in about two countries out of three, 
workers in manufacturing benefited 
from an increase of 5 per cent or more. 

increased employment 

Employment continued to increase in 
1971 in the great majority of countries 
which supplied data to the International 
Labour Office, but generally at a slower 
rate than in 1970. 

The general level of employment rose 
in 12 of the 17 countries for which infor¬ 
mation wa's available. Only in Israel, 
Malawi and Yugoslavia, however, did 
the number of working people increase by 
m.orc than 4 per cent during the latest 12- 
month period. 

In four countries (Austria. Canada, 
Norway and Poland), the rate of increase 
was between 2 and 4 per cent. In the 
United States the general level of em¬ 
ployment, which had risen little since the 
second quarter of 1970, went up in the 
second half of 1971; in November 1971 
it * exceeded by 1.9 per cent the level of 


November 1970. The increase consisted 
mainly of service and professional wor¬ 
kers, while the number of blue-collai 
workers fell by some 350,000 betweer 
October 1970 and October 1971. In 
Australia and Japan the general level ol 
employment rose by about one per cent 
and in the Federal Republic of German) 
it went up by less than 0.5 per cent. 

Slight reductions in the total number ol 
employed persons were noted in Italy anc 
Sweden from the summer or autumn ol 
1971. In the United Kingdom, where 
the total number of employed persons had 
been falling since 1966, there was a reduc¬ 
tion from March 1970 to March 1971 ol 
1.8 per cent — the greatest annual fall ol 
the past 20 years. 

fall in farm labiur 

In the countries under review, slower 
growth or reduction of the general level 
of employment was mostly due to a fall 
in the number of workers engaged in 
agriculture, often of those in mines, some¬ 
times of those in construction, and occa¬ 
sionally those in manufacturing. The 
fall in employment in agriculture wan 
particularly sharp in Japan where, in 
July 1971. the number of persons engaged 
was 1.260,000 fewer than in July 1970. 
Some 960,000 of those who left agriculture 
had been unpaid family workers, and 
170,000 had been self-employed peasants; 
two-thirds of the leavers went over to 
the service sector. However, in some 
industrialised countries including Canada, 
Italy and the United States, the number of 
persons occupied in agriculture stopped 
falling, or increased, over the latest 12- 
month period for which figures were avail¬ 
able. This change in a basic trend was 
probably a temporary one and can be 
attributed chiefly to the deteriorating 
employment situation in other sectors. 

Information was available on employ¬ 
ment in manufacturing in 29 countries and 
territories. It showed that the increase 
over the latest 12-month period exceeded 
5 per cent in Greece, Hong Kong, Malawi 
and Rumania. The increase ranged from 
3 to 5 per cent in Austria, Israel, Re¬ 
public of Korea, Norway, Republic of 
South Africa and Yugoslavia, while it 
amounted to between I and 3 per cent 
in Australia, Bulgaria, India and Poland. 
The smallest increases, of less than one 
per cent, were noted in Ireland, Italy 
and Puerto Rico as well as in France and 
the United States, two countries where a 
year-end increase compensated for a dec¬ 
line at the end of 1970 and the beginning 
of 1971. 

There were reductions in employment 
in manufacturing over the latest 12-month 
period in 10 countries (Canada, Denmark, 
Federal Republic of Germany, Hungary 


EASTERN ECONOMIST 


MAY 5 # 1972 



Japan, Philippines, Sierra Leone, Sweden. 
ISwtizerland and the United Kingdom). In 
lCanada and Hungary the reduction was 
I of less than 1 per cent: the same applied 
to Japan in October 1971 compared with 
•October 1970, despite an average increase 
of 2 per cent during the first nine months 
of 1971. There was a I percent decline in 
the Federal Republic of Germany, Philip¬ 
pines and Switzerland (Swiss manufactur- 
' ing industries showed a fall in employment 
■ for the seventh year running). Reductions 
i of 2 to 4 per cent were noted in Den¬ 
mark, Sierra Leone and Sweden. In the 
United Kingdom the number of workers 
, engaged in manufacturing fell by 5.3 per 
! cent from October 1970 to October 1971. 
iThc number of employees involuntarily 
I working reduced hours increased consider¬ 
ably, since the hours not worked for this 
| reason (1,250,000) were three times greater 
! in September 1971 than in September 
, 1970,*more than 300,000 workers were no 
j longer doing overtime. 

unemployment spreading 

As employment growth was slowing 
down, unemployment was spreading, 
particularly in the second half of 1971. 
ft had already been on the increase in 
some 20 countries toward the end of 1970. 
Among the 50 countries for which figures 
were available, 32 recorded an increase 
in unemployment for the latest 12-month 
period. It rose in practically all the in¬ 
dustrialised countries, sometimes sharply. 
As in 1967, the rise in unemployment 
was delayed or diminished in se\era! 
countries by the halting of immigration 
or even the sending home of foreign wor¬ 
kers. 

In several European industrial countries 
and in the United States, unemployment 
rose faster among women than among 
men. 

The greatest increases in unemploy- 
ploymcnt were recorded in Guatemala, 
New Zealand and Sweden, where the 
number of unemployed roughly doubled: 
and in Denmark. Finland, Federal Re¬ 
public of Germany, Mauritius, Netherlands 
and the United Kingdom, all of which had 
an increase in unemployment of more than 
40 per cent during the last 12-month 
period for which figures were available. 
There were noticeable increases in a dozen 
other countries, including Australia, 
Chile, France, Ghana. India. Poland 
and Spain. Smaller increases were ob¬ 
served in about 10 countries, including 
Austria, Belgium. Ceylon, Japan and 
and the United States. 

However, unemployment level data 
showed that those out of work represen¬ 
ted less than 2 per cent of thj total labour 
force in about half of the countries 


which supplied information on this sub¬ 
ject, and that the rate of unemployment 
exceeded .5 per cent in only six countries 
(Canady Chile, Ireland, Puerto Rico, 
United States and Yugoslavia). 

In the Federal Republic of Germany the 
number Of unemployed rose from 129,000 
in November 1970 to 208,000 in November 
1971. The United States, with an average 
of 5.9 per cent, had the highest unemploy¬ 
ment rate observed for 10 years. In 
France, the number of registered unem¬ 
ployed reached 395,000 at the end of 
November—the highest level recorded 
since the forties. In the United Kingdom 
the increase in unemployment which 
started in July 1969 was intensified to¬ 
wards the end of 1970 and at the beginning 
of 1971; the number of workless had al¬ 
most reached 1,000,000 in December 
1971. 

Available figures indicate a fall in un¬ 
employment in 15 countries, six of them 
in Asia. Among the 15, the reduction 
was large in Greece, Guyana, Iceland, 
Pakistan and Yugoslavia. In Canada the 
number of unemployed in December 1971 
was slightly below that of December 1970; 
but for 1971 as a whole, unemployment 
averaged 6 per cent, a rate not observed 
since 1961. In Italy, the figure for July 
was less than 600,000, the lowest rate for 
this month since 1967, but partial unem¬ 
ployment increased. 

consumer prices 

Data from 117 countries and territories 
show that the rise in consumer prices conti¬ 
nued in 1971 in all parts of the world, and 
that two countries in three had a faster 
rate of increase than in 1969 or 1970. 
Eleven industrialised European countries 
recorded consumer price increase of more 
than 5 per cent in the latest 12-month 
period, compared with six countries in 
1970 and with only three countries in 
1969. 

The increase exceeded 10 per cent in 
21 countries and territories, including 
Brazil, Chile, Republic of Korea. Uruguay 
and Republic of Viet-Nam — and in these 
five countries, increases of more than 10 
per cent were observed for the eighth year 
running. 

The greatest increase was recorded in 
the Khmer Republic, where prices almost 
doubled between September 1970 and 
September 1971. In Argentina, where 
the rate of increase averaged 10 per cent 
in 1969-70, consumer prices started to 
rise more rapidly from October 1970; they 
were 30 per cent up for each month from 
May 1971 on their level 12 months previ¬ 
ously. In Chile and Republic of Viet- 
Nam, however, consumer price rises for 
the last 12 months for which details were 


available were less than 20 per cent, com¬ 
pared with mbre than 30 percent in 1970. 

Increases of Jjctween 5 and 10 per cent 
were recorded m*32 countries and terri¬ 
tories, including seven in Africa, six in 
America, four in Asia, 12 in Europe and 
three in Oceania; among them were Aust¬ 
ralia, Finland, France, Federal Republic 
of Germany, Japan Netherlands, Peru, 
Republic of South Africa, Spain, Switzer¬ 
land and United Kingdom. Prices went up 
by 3 to 5 per cent in 32 countries, includ¬ 
ing Bolivia, Canada, Peopled Republic of 
the Congo, Greece, India, Indonesia, Italy, 
Morocco, Syria and the United States. 
Seventeen developing countries and Hun¬ 
gary had consumer price increases of I to 
3 per cent, and the increase was less than 

1 per cent in five countries and territories 
(Iceland, Hong Kong, Lebanon, Mexico, 
Upper Volta), 

Lower consumer prices were noted in 
nine countries. During the latest 12- 
month period the reduction was of less 
than I per cent in Czechoslovakia, Malta 
and Poland; of about 1 per cent in Ivory 
Coast, Liberia and Somalia: of more than 

2 per cent in Libya; and of more than 5 
per cent in Ethiopia and Sierre Leone. 

money wages and real wages 

Regular series of statistics on wages are 
available from only about 30 countries* 
and in a number of these cases the infor¬ 
mation is limited to the processing in¬ 
dustries and to the first half of the year. 

Money wages rose in the latest 12-month 
period in all the countries for which fi¬ 
gures are available, and the rate of increase 
was generally faster than in 1970. In most 
countries the rate of increase was higher 
in manufacturing than in the non-agricul- 
tural sectors as a whole, and almost every¬ 
where women’s average wages rose pro¬ 
portionately more than those of men. 

The greatest increases were noted in tho 
countries where consumer prices also ad¬ 
vanced rapidly. Despite the price in¬ 
creases, real wages (or money wages, 
corrected for price variations) in manufac¬ 
turing rose in 24 of the 27 countries for 
which information was available. The 
rate of increase was more often higher in 
the first half of 1971 than in the second 
half. 

The largest rise in real wages was ob¬ 
served in New Zealand, the only country 
to achieve an increase of more than 1& 
per cent. In 16 countries (Australia* 
Canada, Japan, Mexico and 12 European, 
countries) average real wage increases in 
the processing industries ranged between 
5 and 10 per cent. Increases of from 2 to* 
5 per cent were recorded in seven countries* 
including Czechoslovakia, Netherlands* 
Sweden and United States. 
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even a 
quorum 

deteriorating at a frightening pace. 


it mum ^ Ever, since the lost general election, when 

Wvl 6V%«t «“, • the ruling party was returned to the Lok 

Sabba with a massive majority, the 
quality of parliamentary activity has kept 
This, however, cannot be attributed wholly 
to the fact that the governing party so decisively dominates the legislature in the 
numerical sense. Quite tome years after Independence, the Congress party used to 
enjoy an overwhelming superiority of numbers in Parliament. Nevertheless the 
proceedings of Parliament had a certain vitality which is now lacking. What 
has made for this disagreeable difference is not the small size of the oppo¬ 
sition parties but the fact that these parties are in a demoralised condition. 


In the earlier years, the opposition parties had a certain self-confidence 
and some of them even had the exhilarating feeling that the future belonged to 
them. Today the opposition groups are not only an uncertain or anxious lot 
but are also a frustrated crowd. They have become so diffident that they seem to 
‘have given up ail hopes of being able to exploit their presence or opportunities in 
Parliament to the advantage of their respective parties. All this appears to be 
particularly true of the other Congress. But the Swatantra party too is in the 
throes of emotional disintegration. As for the Jana Sangh, Mr Atal Behari Vajpa¬ 
yee strives hard to be politically alive but even he is heard or heard more from out¬ 
side Parliament than inside. As for the parties of the Left, the CPI has the advan¬ 
tage of being in an unwritten coalition with the ruling party at the centre and is 
therefore in a position to bide its time, while the other wing of the communist 
movement is still picking up the pieces after the shattering blow it had received 
from the electorate in West Bengal. 


Perhaps the most disquieting aspect of the political prostration of the demo¬ 
cratic parties in the opposition is that they feel themselves driven to steal the ideo¬ 
logical or tactical clothes of the ruling party. The other Congress for instance has 
lost the respect of the people as a result of the opportunist compromises it has been 
permitting itself on the issue of amendments to the Constitution. The Jana Sangh, 
for its part, is forfeiting the trust of the public because of its clumsy efforts to 
outbid the ruling party in the matter of socialist reforms relating to property rights. 
The Swatantra party has no doubt managed by and large to stick to its principles, 
but even in this case its Grand Old Man, Rqjaji, almost gave the show away when, 
recently, in a moment of anguish, he suggested that the party might perhaps give 
itself a new name in the hope of winning a new lease of life. It follows that Par¬ 
liament will never again begin to function as it should unless and until the opposi¬ 
tion parties are able at least to take up the task of re-establishing their respective 
political identities. 

All this, however, cannot absolve the ruling party of the responsibility it too 
has for the dispirited functioning of Parliament. The Prime Minister, on a recent 
occasion, claimed that she was under no obligation to ensure that the opposition 
was in sufficient strength in the Lok Sabha. Mrs Gandhi was clearly side-tracking 
the issue. The precise charge against her style of government is that, through the 
procedures and manner of her functioning as the head of the administration, she 
is fast turning the parliamentary form of government into a presidential type. It 
has now become very obvious indeed that the Council of Ministers, which is 
collectively responsible to Parliament, is no longer the de facto policy-making or 
decision-making authority in the government. The policy options are discussed and 
lines of action mapped out by the Prime Minister in consultation with her ad¬ 
visors outside the regular proceedings of the Council of Ministers. If one or more 
of the ministers happen to be among these advisors, it is not because they are 
ministers but because they happen to enjoy the confidence of the Prime Minister in 
a special sense. This explains why Mrs Gandhi has been so casual about the qua* 
lity of individual ministers or indifferent about filling vacancies in the Council of 
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LOKANATHAN 


Ministers. Once this body has become an 
institution or secondary importance in the 
Prime Minister's scheme of things, the 
spirit of collective responsibility of the 
cabinet to Parliament necessarily gets 
enfeebled. From this it is an easy transi¬ 
tion to the proceedings in Parliament or 
Parliament itself coming to be taken not 
too seriously in New Delhi and consequen¬ 
tly the country at large. That this is not 
an uncharitable analysis is indicated by 
the fact that the Minister for Parliamentary 
Affairs found it possible to declare in the 
Lok Sabha the other day that it was no 
special responsibility of the ruling parU, 
however big its majority might be, to 
maintain a quorum in the House. Mr Raj 
Bahadur was no doubt well within his 
rights to ask that the opposition parties 
too should co-operate, but he certainly 
was not justified in suggesting that the 
ruling party, which had 362 members in 
the Lok Sabha, could not be held to 
account when it had repeatedly failed to 
ensure the attendance of even as few as 
52 members, the minimum required for a 
quorum, so that Parliament could transact 
the business on its agenda. This minister 
has certainly not enhanced the dignity of 
his office in the eyes of the public by tak¬ 
ing up the position he did. 


Eastern Economist 

25 Years Ago 

MAY 16. 1947 


The United States Government under pressure 
adopted an early removal of several controls on 
the internal economy of the country. It was 
hoped that freedom from the shackles imposed 
during the war would be a great impetus for 
increased production and reaching higher levels 
of production than ever before. Til’s complacent 
attitude has been so much belied, prices .'hooting 
up further and further, that it is already being arg¬ 
ued if recession, which is generally taken for 
granted is inevitable, nr.iy not come upon the co¬ 
untry sooner rather than later, and with a steeper 
fall in prices than was at one time expected. Ame¬ 
rican price level has after the World War I been 
of immense importance to the world economy as 
a whole, but has never been so much important 
and determining as now and will certainly be 
in the future. 


DK P. S. Lokanathan passed away on 
May 5 in Madras. He died in the fullness 
of years—he was 78—and also in the 
fullness of achievement. Lokanathan was 
the founder-editor of Eastern Economist . 
Indeed he had sown the seeds and 
nursed the growth of many institu¬ 
tions, national or international. He 
was the first Executive Secretary of 
the Economic Commission for Asia 
and the Far East (ECAFE), and he was 
also the founder Director-General of 
the National Council for Applied Eco¬ 
nomic Research in New Delhi. Many 
other organisations—the Indian Coun¬ 
cil of World Affairs, the Indian School 
of International Studies and the Na¬ 
tional Productivity Council, to men¬ 
tion a few — owe much to his solid 
participation. His were thus a crea¬ 
tive temperament and talent. 

It would be true to say that Eastern 
Economist made him nearly as much as 
he made Eastern Economist . He no 
doubt already had a distinguished acad¬ 
emic past when he undertook to launch 
Eastern Economist early in 1943. His 
definitive study of the managing agency 
system in his best known work, Indus¬ 
trial Organisation in India , again, had 
won him considerable reputation both 
at home and abroad as a serious in¬ 
vestigator of the economic processes 
and institutions of industrialization. 
All the same, it was his editorship of 
Eastern Economist which first gave him 
those significant opportunities that 
helped him to become a vital personality 
in national and international discus¬ 
sions of the economic issues which India 
faced in the years that were crowded 
into the eve of its independence. 

The first issue of Eastern Economist 
was brought out on May 21, 1943. 
Lokanathan and his original editorial 
team had little or no experience of ac¬ 
tive journalism. Their greatest collec¬ 
tive asset was a shared enthusiasm and a 
common faith in the national impor¬ 


tance of their task. His colleagues drew 
their inspiration and sense of confidence 
from him, while he himself had been 
similarly motivated by the great trust 
which Mr G.D. Birla had placed in 
him and the tremendous freedom of 
editorial judgment and discretion which 
Mr Birla gave him in the conduct of this 
journal. From 1943 to 1947, when he 
left the editorship of Eastern Economist 
to become Executive Secretary of the 
newly constituted ECAFE, Lokanathan 
enjoyed this great advantage of being 



trusted and respected by the man who 
had chosen him to pioneer a new quality 
of economic journalism which would 
integrate the political aspirations 
of our people for freedom from 
foreign rule with their economic aspira¬ 
tions for the industrialization of the 
country. 

Lokanathan had given generously to 
the national and international commu¬ 
nity in many fields of endeavour. His 
contributions were wide-ranging and 
many close colleagues or other co¬ 
workers must be able to discuss various 
aspects of his personality or work. 
Here it is about Lokanathan as the first 
editor of Eastern Economist , which 
was fortunate enough to have him lead 
and guide it in its formative years, that 
I may write with some appropriate- 
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ness. Lokanathan was not a natural 
journalists, financial or other. He 
was not a particularly elegant writer. 
He had no penchant for the phrase that 
tells and, having told, Ungers in the 
memory. He was, however, a writer 
who communicated always easily and 
often forcefully because what he had to 
say was almost always so important 
that how he said it became a matter of 
secondary interest. If his style had any 
distinction it was the sincerity that he 
breathed into it, a sincerity which was 
often underlined by an outburst of 
genuine emotion or even sentiment. 
Lokanathan was a liberal economist 
who had as little use for the ideological 
excesses of the Left as he had for the 
narrow capitalism of a rentier economy. 
Indeed lie was passionate about a 
grand design of development for the 
people of India in all the diversities 
of their social and economic conditions 
or problems. 

For our editorial team, he was a 
teacher only for part of the time, but 
he was a leader all the time. We learnt 
from him day after day and what was 
really important in this was that we 
learnt how to think, not what to think. 
The daily editorial conferences in those 
days of Eastern Economist were exciting 
intellectual exercises. There was al¬ 
ways a free exchange of views and a 
truly co-operative effort to plan each 
issue in such a way that the journal 
carried a step forward its purpose of 
promoting consciousness and spread¬ 
ing interest among the people in the 
development of India at a time 
when the nation’s first priority was ne¬ 
cessarily independence but whose basic 
necessity was to prepare itself for the 
economic challenges and opportunities 
that independence would bring. 

It was a great experience indeed to 
have worked with him on this journal 
and it is a privilege to carry on, how¬ 
ever inadequately, a tradition which 
has now become immortal with his 
passing away. 

V. BALASUBRAMANIAN 


Houses for 

millions 

The shortage of houses in the country, 
both in the urban and rural areas — 
particularly of those required by the less 
affluent and weaker sections of society in 
the urban areas — has assumed alarming 
proportions. Conservative estimates put 
the backlog of housing construction at as 
much as 80 million units. Another two 
million dwelling have to be pul up every 
year for meeting the needs of our growing 
population. Against this backdrop, the re¬ 
cent official seminar held in the capital 
on evolving a national policy on urbani¬ 
sation and housing cannot be said to have 
been held a day too soon. 

State activity in the housing sphere till 
lately had been confined, by and large, 
to the building of lenaments for its staff, 
though for a few years soon after Inde¬ 
pendence, a sizeable number of dwellings 
had been built by the governmental 
agencies in several parts of the country to 
provide for the refugees who poured into 
the country after partition. Some housing 
construction in the governmental sector 
has also been undertaken at places where 
giant public sector undertakings have been 
set up and under the slum clearance 
schemes. Otherwise, the emphasis has 
been on private initiative to tackle the 
problem. During the sixties, whenever 
the necessity arose to prune planned pro¬ 
grammes — after the conflicts with China 
and Pakistan — the axe fell heavily on 
such schemes as construction of houses. 
This curtailed the^building activity of the 
state. 

Efforts, of course, have been made by 
the state to assist house-building opera¬ 
tions in the private sector through such 
measures as making loans available to 
the lower middle and middle income 
groups and provision of subsidy as well 
as loans to public limited companies for 
the houses to be built for their labour 
force. The progress of these schemes, 
however, as is well known, has left much 
to be desired. The continued stringency 
of building materials has been a big const¬ 


raint on construction activity in the pri¬ 
vate sector. The rent control legislation 
has led to a deterioration in the structures 
to which it has been applicable. So, while 
on the one hand the construction of new 
houses has very much lagged behind the 
growing requirements, the life of (he exist¬ 
ing dwellings, on the other hand, has been 
shortened. 

Further, no concerted attempts have 
been made at research to evolve expedi¬ 
tious methods of construction and to 
develop low-cost building materials. Barr¬ 
ing some work having been done in the 
field of prefabricated houses, conven¬ 
tional methods of construcion still conti¬ 
nue to be followed by and large. The 
materials used loo arc mostly conventional. 
Not much publicity has also been given 
to the results of research and development. 
The successive imposts on building ma¬ 
terials and the general inflationary ten¬ 
dencies in the economy have raised their 
prices to prohibitive levels. The munici¬ 
pal taxes have multiplied fast. The result 
is that private housing activity is now 
mostly confined to such houses which 
arc expected to yield adequate return on 
investment. The rentals of these houses 
obviously cannot be within the reach of 
the less affluent and weaker sections of 
society. 

With the view to tackling the problems 
in an organised way, the seminar made a 
large number of suggestions and called 
for a high priority to be given to housed 
building activity not only as a vital social 
overhead for growth and stability but also 
as a source of widely dispersed develop¬ 
ment. Some of the suggestions of the semi¬ 
nar apparently arc wholesome. For ins¬ 
tance, it has been rightly pointed out that 
the mere making available of developed 
land for building houses is not enough. 
This programme has to be supported by 
augumenting the supply of building 
materials at reasonable price*. The 
financial assistance programmes will also 
have to be strengthened along with the 
streamlining of the procedures for pro¬ 
viding this assistance. The research and 
development effort, similarly, has to be 
intensified to find out new low-cost build¬ 
ing materials.. The rent control legisla- 
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turn has to be drastically modified so 
that the maintenance of existing houses 
can be properly looked after. Positive 
fiscal incentives are required to encourage 
private house-building activity. 

The solution of the housing problem 
in the urban areas, especially in the metro¬ 
politan cities, however, requires another 
set of remedies, besides the above mea¬ 
sures to encourage construction of houses 
in general. The seminar appropriately 
emphasised in this connection the need 
for spatial and regional planning. 
This should curb migration to 
cities. The dispersal of industrial 
projects away from the congested 
towns and cities could also be helpful; 
so also the identification and development 
of other growth points such as those in the 
irrigation command areas. These points 
can be developed as new urban centres 
as they can attract agro-based industries. 
The development of small townships in 
the vicinity of metropolitan cities has been 
suggested as another important step to 
solve the urban housing problem. A 
highly relevant point made in this connec¬ 
tion was that, along with the development 
of these townships, cheap and expediti¬ 
ous transport facilities should be planned 
so that people can commute to their 
places of work without any difficulty. 

Two other major recommendations of 
the seminar, adopted presumably at the 
suggestion of the government representa¬ 
tives participating in the seminar, how¬ 
ever, can be expected to raise a good deal 
of controversy. These are; (i) the sociali¬ 
sation of all lands which in the foresee¬ 
able future are likely to be urbanised, and 
(ii) the abolition of free-hold ownership 
of all dwelling sites to be developed in 
the future. 


flatiohery tendencies in the economy. 
Instances are not wanting of how, not to 
spent of the original land-owners, even 
the members of the co-operative societies 
whale lands were acquired by the Delhi 
Development Authority in the mid-fifties, 
did not get even the normal interest which 
could have accrued on their investments 
in the housing plots in these societies. 
The gross under-valuation by the govern¬ 
mental agencies of the crops to be shared 
by the land-owners and tenants in cases 
of dispute between the two is another 
classical example and these valuations 
are taken into account while determining 
the value of land acquired by the state. 

• The Constitution (29th Amendment) 
Bill currently before Parliament, which 
seeks to do away with the concept of mar¬ 
ket value for properties to be acquired is 
bound to make matters worse. It may be 
argued that the government will show due 
consideration to the small and less afflu¬ 
ent land-owners while fixing the quantum 
of compensation. But can it be denied 
that governmental powers are misused 
under some pressure or the other? Pious 
intentions can never be a substitute for 
legal sanctions. 

Further, there has to be a time-limit 
for the payment of compensation to the 
owners of acquired properties from the 
day the notification of the intention of the 
government to acquire the said proper¬ 
ties is issued. The extent of land to 
be acquired too has to bear some re¬ 
lationship with the state plans for making 
use of the land. Otherwise, the sad ex¬ 
perience of the capital city is bound to be 
repeated. The wholesale acquisition of 
land in Delhi in the late fifties was one 
of the main reasons for land values sky¬ 
rocketing here. 


In principle, there is a sound case for 
mopping up by the state of unearned 
gains from any source, including land, for 
the benefit of the entire community. But 
the trouble arises when the quantum of 
unearned gains is determined. The govern¬ 
mental calculations invariably are based 
on age-old concepts and formulae. They 
do not take into account the normal 
appreciation in assets because of the in¬ 


coming to the issue of free-hold owner¬ 
ship of dwelling sites, the substitution of 
this pattern of ownership by the system of 
leasing out of land will make the state a 
co-sharer in the appreciation in land 
values. But experience shows that this 
power is always used for the benefit of the 
state. The lease money is never decreased 
even if the expectations on which it is 
determined originally do not materialise 


or the lessee suffers because of some subse¬ 
quent decision of the government. 

j( 

The municipal taxes too are an impor¬ 
tant component of a.national housing 
policy. No doubt the municipal costs, 
have gone up, thereby justifying an in¬ 
crease in the taxes on property. But 
should there not be a relation between 
the taxes realised by local bodies and the 
services rendered by them? There is a 
good case for a review of the entird tax 
burden on house-owners. 

Some participants suggested at the semi¬ 
nar that public limited companies should 
be made interested in housing construc¬ 
tion, especially for the weaker sections 
of society. In view of the present political 
atmosphere in the country, it is extremely 
doubtful that this proposal will be of much 
help in solving the acute housing shortage 
in the country. Admittedly, public limi¬ 
ted companies are presently being kept 
outside the scope of urban property ceil¬ 
ings. But the way mechanised farms, 
orchards, plantations, etc., are being now 
treated despite the earlier assurances, can 
hardly encourage the formation of pub¬ 
lic limited companies for house-building 
purposes. 

The way legislation on urban property 
ceilings is being proposed by some states 
is in itself likely to affect adversely hous¬ 
ing construction for rental purposes. This 
will enhance the burden of housing cons¬ 
truction on the state; every family cannot 
be expected to own its own house, es¬ 
pecially in the big cities to which people 
throng for employment purposes. There 
is obviously a case for a thorough assess¬ 
ment of the impact of the legislation on 
urban property ceilings on housing deve¬ 
lopment. 

The call by the seminar for the prepa¬ 
ration of a model municipal act for adop¬ 
tion by states, prescribing financial sources 
and executive powers, and the resort to 
the national building code evolved by the 
Indian Standards Institution, of course, 
need to be endorsed. The ISI code, it is 
claimed, can reduce construction costs 
substantially. Its large-scale adoption 
requires modification of municipal hong. 


BASTCRN ECONOMIST 


MAY 12. m 2 



921 


iug specififlltions. This modification task 
deeds.to btfcompletedo^itwusly. 

The present practice of the Delhi De¬ 
velopment Authority of auctioning dwell* 
lug sites for the more affluent sections of 
society is a judicious one. This helps in 
generating resources for financing hous¬ 
ing operations for the less affluent and 


weaker sections. Here is an instance of 
the savings of the people being mobilised 
effectively for an important socio-econo- 
micpurpose — an objective which is also 
successfully pursued by the Delhi Develop¬ 
ment Authority’s scheme of inviting inte¬ 
rest-bearing deposits from applicants for 
houses and flats built and sold by this 
organization. 


Stable government 
unstable policies 


The Estimates Committee of theLok 
Sabha, in its 19th report submitted on 
April 26, has criticised the frequent changes 
in the government's industrial licensing 
policy and has stressed the need for some 
stability in this matter. The committee 
has suggested that the policy should be 
for a minimum duration of five years, coin¬ 
ciding with the Plan, so that industry can 
have a span of assured development along 
pre-determined lines for sustained growth 
and production. It has recommended 
that the government should formulate and 
announce the licensing policy for the fifth 
Plan well before its commencement to 
attract most competitive applications for 
the issue of licences on merit. 

The committee has cogently argued the 
case for ensuring stability in industrial 
polity. But it seems unlikely that the go¬ 
vernment will accept this sensible re¬ 
commendation. The Economic Survey 
for 1970-71 said that “there has been 
throughout the year deeply felt concern 
over the pace of industrial growth”. 
But there is little evidence yet of the go¬ 
vernment’s determination to impart dy¬ 
namism to industrial development. Mrs 
Indira Gandhi, in her speeches during 
the election campaigns, eloquently em¬ 
phasised the need for stable governments 
at the centre and in the states. But the 
Prime Minister does not seem to appreciate 
the importance of ensuring some stability 
in industrial policies. She appears to think 
that though stability is essential, politically 
it is neither desirable nor practicable. To 
announce the industrial policy for as 
long as a five-year period will deprive the 
Prune Minister and her government of a 
powerful means of exercising patronage 
for political purposes. On the other 


hand, if the industrial policy is kept un- 
V certain, it will give opportunity to the 
government to adjust it from time, to time 
according to political (and personal) 
whims and fancies. So, though from the 
country’s point of view, the Estimates' 
Committee’s plea seems sensible, the 
Prime Minister may hesitate to accept 
it for political reasons. 

The Estimates Committee has argued 
the case for continuity only in industrial 
licensing policy. But there is, surely, 
need for stability in other economic 
policies as well. Economic planning has 
little meaning if major policies are to be 
changed suddenly and drastically. There 
is no reason why the tax policies at least 
in regard to income-tax and corporation 
tax cannot be laid down for a five-year 
period, to be changed only when it be¬ 
comes unavoidable due to unforeseen cir¬ 
cumstances. As Mr N.A. Paikhiwala has 
observed in his book. The Highest Taxed 
Nation, ‘The rates and even varieties 
of our direct levies are nowadays like 
railway tickets, — good only for one 
journey in time, from the 1st April of one 
year to the 31st March of the next, and 
sometimes not even for the whole journey. 
Benjamin Franklin’s observation that in 
this world there is nothing certain except 
death and taxes has passed into a byword. 
India has sought to match the inevitable 
certainty o£ the existence of taxes by in¬ 
credible uncertainty as to their incidence 
and by kaleidoscopic changes in the legal 
provisions under which the levies are 
imposed”. 

Foreign trade is another major field 
where frequent changes in policy have 
been crippling the country’s economic 
growth. There is no reasonable stability 
either in export policy or in import policy. 
The announcement of an export policy 
resolution has not been of much help to 
our businessmen to enter into long-term 


export commitments. Apart from the un¬ 
certainties of the incentive schemes, 
there have been constant talks and threats 
of nationalising the export industries. 
Even major industries like jute and tea 
have to face continued uncertainty about 
their future role in the country’s economy 
and export trade. In the import trade, 
canalisation has created almost chaos 
over a wide area, resulting in irregular 
and inadequate supply of raw materials 
which in many coses have also been much 
costlier than direct imports. Yet, 
year after year, more items are canalised 
in complete disregard of its impact on 
industrial production and foreign trade. 


The Prime Minister has been recently 
stressing strongly the need for self-reliance. 
If this is to become a reality, economic 
policies ought to have some measure of 
stability. Industries cannot grow on the 
scale and the speed necessary so long as 
entrepreneurs are unsure of what is gnln £ 
to happen to them in the next few months, 
not to speak of years. Mrs Gandhi has 
been saying that she docs not believe in 
nationalising industries indiscriminately. 
But such casual statements hardly 
cany conviction when the government 
has not hesitated even to amend the 
country’s constitution as often as it wants 
to suit its political needs. It is bad 
enough that industries should be con¬ 
fronted with uncertainties in regard 
to the availability of railway wagons, 
electricity, and essential raw mate¬ 
rials; and the situation becomes much 
worse when government creates confusion 
by constantly changing policies in regard 
to industrial licensing, taxation, foreign 
trade and also in other fields like labour 
legislation. If the government is really 
earnest in its intention to tackle grave 
problems like poverty and unemploy¬ 
ment, it can no longer afford to go slow 
with industrial development. The Esti¬ 
mates’ Committee’s pica for stability 
needs to be considered seriously both 
by government and Parliament, But 
stability in economic policies will beaefit 
the country only if they are soundly con¬ 
ceived and are not excessively influenced 
by ideology and subjected to political 
pressures as it has been unfortunately 
happening too often in the recent months. 
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POUTS OF VIEW 

Not to be left out 


While aodkessinp the fifth annual meet¬ 
ing of the Board of Governors of the 
Asian Development Bank in Vienna on 
April 21 , India’s Finance Minister, 
Mr Y.B. Chavan, made a reference to 
the need for the developing countries 
being enabled to protect their interests 
effectively whenever monetary and finan¬ 
cial problems were internationally 
discussed and settled. His observation 
is rooted in the tragic experience of the 
countries of the Third world last year 
when the affluent nations got together and 
struck bargains about currency parities 
without caring in the slightest degree for 
the problems and difficulties of the eco¬ 
nomically weaker countries. 

puchasing power reduced 

As a result of the appreciation of the 
currencies of western Europe and Japan 
in terms of the US dollar, the poor count¬ 
ries found the purchasing power of their 
reserves reduced by more than US $500 
million. Again, while the affluent count¬ 
ries, with large stocks of gold held in 
their official reserves, were in a position 
to benefit substantially from the devalua¬ 
tion of the US dollar in terms of gold, the 
poor countries, since they do not hold 
much gold in their reserves, have not 
been able to secure any great relief in 
this manner. There is, moreover, the fact 
that the international monetary crisis of 
last year and the way in which the afflu¬ 
ent countries got together to cope with 
this crisis to their own advantage have re¬ 
sulted in a worsening of the terms of 
trade of the poor countries most of which 
export primary commodities or semi¬ 
manufactured goods as a high percentage 
of their total commerce with the rest of 
the world. Above all, the poor countries, 
who have in no way contributed to the 
payment problem of the United States, 
have rightly resented the sweeping deci¬ 
sion of the US government to make its 
import surcharge universally applicable 
during the period when negotiations were 
going on among the affluent countries to 
find ways and means of resolving the mone¬ 
tary crisis. 

It is against this background that In¬ 
dia's Finance Minister has asserted that 
it is in the interests of the poor and de- 


This Is the text of a talk broadcast on 
the External Services of AIR and is re¬ 
produced here by .courtesy External 
Services Division, AIR. 


veloping countries of the Third World, 
to demand and secure an effective voice in 
international discussions or settlements of 
monetary and trade issues. This, indeed, 
has become particularly important and 
pressing because the affluent countries 
are tending increasingly to negotiate in¬ 
ternational monetary Issues among them¬ 
selves and outside the forum of world 
organisations such as the Intemtional 
Monetary Fund. 

Fortunately, even in the affluent count¬ 
ries, there are powerful currents of libe¬ 
ral opinion which are now coursing in fa¬ 
vour of the poor or developing countries 
being given their legitimate share in shad¬ 
ing international monetary and trade poli¬ 
cies. Speaking at a symposium on In¬ 
ternational Economic and Business Co¬ 
operation in Tokyo on April 14, Mr Oli¬ 
vier Long, the Director General of GATT, 
dwelt with understanding on the desire 
of the developing countries to huve a 
clearer view of their own role and ex¬ 
pectations before committing themselves 
to an opinion on current moves for a new 
round of negotiations for the reduction 
of tariff barriers across the world. 

important stake 

The Managing Director of the Interna¬ 
tional Monetary Fund, Mr Schweitzer, 
addressing the United Nations Conference 
on Trade and Development now in session 
in Santiago, has acknowledged the impor¬ 
tant stake which developing countries 
have in the preservation of an orderly sys¬ 
tem of trade and payments. He also 
commented, on the whole favourably, 
on the point made in the report of the 
UNCTAD Secretariat to the present con¬ 
ference that a suitable machinery should 
be created for the developing countries 
being represented effectively in the pro¬ 
cesses or decision-making. Earlier, also 
at Santiago, Dr Mansholt, President of 


the EEC Committee, was refreshingly out¬ 
spoken about the raw deal which the de¬ 
veloping countries had received as a result 
not only of the international monetary 
crisis of last year but also of the manner 
in which that crisis was settled by the 
affluent countries. He, in fact, suggested 
on behalf of the EEC Commission that, 
at the next allocation of the Special Draw¬ 
ing Rights in the IMF, a special allocation 
might be made for the developing count¬ 
ries for the specific purpose of compen¬ 
sating them for the loss in the purchasing 
powers of their reserves. 

united effort 

It is possible that before UNCTAD 
III winds up, the developing countries 
will have succeeded in committing the in¬ 
dustrially advanced countries to the prin¬ 
ciple that the Third World must be duly 
represented in decision-making processes 
relating to international monetary and 
trade problems. Mr Chavan’s statement 
in Vienna is indication enough that the 
government of India is fully co-operat¬ 
ing with other developing countries in Asia, 
Africa or Latin America towards the 
achievement of this purpose. That this 
united effort will succeed need not be 
unduly doubted. The international com? 
munity is not lacking in leaders who now 
recognise that world economics is too seri¬ 
ous a matter to be left wholly to a trade 
union of rich nations. 
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MBS IT H UH 

UTI comes of age 


Has the Unit Trust of India (UTI) come 
into its own? Is there scope for further 
growth of the UTI in particular and of the 
Unit movement generally? Whether strict¬ 
ly appropriate or not, these two questions 
were raised at a function, held in Bombay 
recently, to bid farewell to Mr R. S. Bhatt, 
the first chairman of the UTI who has 
just retired. In View of this, it is perhaps 
as welt to take stock of the origin and 
growth, as also the present position of the 
UTI, if only to appreciate what has been 
handed to Mr James Raj, who will hence¬ 
forth control the destinies of this twin- 
baby of Mr P. C. Bhattacharyya’s financial 
statesmanship (the other being the Indus¬ 
trial Development Bank of India—IDBI). 
Incidentally, by some curious concatena¬ 
tion of circumstances, both Mr Bhatt and 
Mr Raj happen to have graduated from the 
same private sector financial institution- 
industrial Investment Trust—to take over 
as chief? of the UTI. 

confusion persists 

According to “the worm’s eye-view” of 
Mr S. D. Dcshmukh, Executive Trustee 
of the UTI, "there is still a great deal 
of scepticism and some confusion about 

our operations. In certain quarters 

the confusion still persists. Our country is 
a vast one and, despite the able direction 
Mr Bhatt was able to give and the gigan¬ 
tic efforts he has put in. one cannot claim 
that units have become a household word”. 
Laudable though such a claim may be as 
healthy ambitions go, one must wait a 
long long while for its fulfilment, that is 
until investors in India generally become 
sophisticated enough to assess the superior 
worth of un’ts vis-a-vis other forms of 
investment. But the process has definite¬ 
ly begun and Mr Bhatt has indeed blazed 
the trail. 

Whilst paying tributes on behalf of the 
trustees of the UTI to Mr Bhatt, Mr H.T. 
Parekh, Chairman of the Industrial Cre¬ 
dit and Investment Corporation of India 
(ICICI), recalled how the UTI came into 
being. The country’s economy, he said, 
had shown clear signs of fumbling towards 
the early sixties and a push was needed 
if it was to move forward. It is in this 
context, he added, that the setting up of 
the UTI was conceived, and we owe it to 
Mr P.C. Bhattacharyya, then Governor of 


the Reserve Bank of India, for promoting 
this as well as the IDBI. The creation of 
these twin institutions is certainly “an 
example of financial statesmanship of a 
high order”. 

Although simultaneously conceived, the 
chances of success of the two were not iden¬ 
tical. For, while the success of the IDBI 
seemed more or less evident, the future 
of the UTI, at any rate at that point of 
time, was far from clear. For one thing, it 
depended upon public response for its 
success; secondly, it was a new type of 
Unit Trust, and that too one that was 
being set up in the public sector. Further¬ 
more, the experiment was surrounded with 
various uncertainties associated with the 
prevailing economic situation. Notwith¬ 
standing these initial handicaps—doubts, 
confusion and uncertainties—as Mr 
Parekh put it “the UTI has been a great 
success, far beyond my expectations—as is 
evidenced by the fact that it has collected 
about Rs 100 crorcs as private savings 
from over 300,000 unit-holders during the 
brief period of its existence of eight years”. 

The following table shows the annual 
sales and repurchases of the UTI units 
since July, 1964 : 


Sales and Repurchase by UTI 

(In crores of rupees) 


Year 

Sales 

Repurchases 

July-Junc 

1964-65 

19.14 

0.40 

1965-66 

2.15 

1.09 

1966-67 

9.24 

1.99 

1967-68 

15.34 

1.22 

1968-69 

17.16 

1.67 

1969-70 

22.83 

2.03 

1970-71 

17.99 

3.19 

1971-72 
(upto 31-3-72) 

12.62 

2.11 

Total 

116.47 

13.70 


(The net sales upto March 31, 1972, 
thus aggregated Rs 102.77 crores). 

The first dividend distribution by the 
UTI was in 1964-65, when it was 6.1 per 


cent and this was raised to 8.0 per cent 
in 1970-71. 

It is easy to point to the declining sales 
and rising repurchases over the past three 
years, that one notices in the aforesaid 
table, but, as Mr Bhatt pointed out to 
newsmen on the eve of nis retirement, 
this was but a reflection of the state of the 
stock markets in India. He, however, 
hoped, on the basis of the conditions 
obtaining today, that there would be soon 
a reversal of the trend. 

Whether this is a great success story or 
not is a matter of opinion, but there is no 
gainsaying the fact that the UTI has come 
to stay. Thanks to his accumulated expe¬ 
rience in different but, in a sense, allied 
lines, Mr Bhatt has found no difficulty 
either in convincing unit-holders about the 
safety and integrity of the funds or in 
bringing home to industrialists that the 
co-operation of the Unit Trust would 
strengthen the financial basis of the coun¬ 
try. Even more than this, he knew how 
to invest wisely, especially in these lean 
years which would Have tried the talent of 
anyone not so fully conversant with the 
stock markets as Mr Bhatt. As Mr Parekh 
recalled, the UTI then “lent a major sup¬ 
port to the investment market without 
which it is difficult to see how the stock 
market could have survived”. 

Indian model 

The unit trust concept, as everyone 
knows, is not indigenous; it has been 
copied from the UK, but, like the ingeni¬ 
ous Japanese, Mr Bhatt has transfomed 
his exotic model into something wholly 
Indian. Mr Deshmukh instanced the 
face value of units, pricing policy and 
income-distribution policy of the UTI to 
highlight the special contribution of Mr 
Bhatt. He thus pointed out how, unlike 
what we have in India, units in the UK or 
other foreign countries do not have a face 
value. Under Indian conditions, Mr 
Bhatt rightly felt, having an intstrument 
without face value would be regarded as 
too sophisticated. Again, .whereas the 
price of units goes up and down in accor¬ 
dance with the changes in the market 
value of securities in other countries, Mr 
Bhatt managed to prevent the value of the 
UTI units from falling below their face 
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CAN COMPANY 

U.S.A. 


American Can 
SS^ Company, the 
world's leading 
can manufacturer and 
Poysha, India's most 
enterprising can maker, 
enter into technical 
collaboration to elevate 
packaging technology 
in India. 

American Can Company, 
whose annual sales now 
exceed Rs. 1325 crores 

• established the metal 
container industry's first 
research laboratory 

• developed the pull-tab, 
easy-open can 

CIM-SM4) 






• invented the novel 
Mira-seam process for 
tin-free steel and 
aluminium cans 

• developed the all-tin 
easy open can 

• developed the drawn 
and ironed tin can 

to name a few. 

These advanced can 
making techniques are the 
result of Rs.18 crores 
spent annually on research 
and development which 


are made available to each of the 
American Can's 25 subsidiaries and 
25 associates operating in 33 countries 
all over the world. 

Poysha will assist canners and con¬ 
sumers in India and abroad through 
improved technology, new materials 
and new processes. For India, this pro¬ 
mises real progress and sophistication 
in the packaging field. 

POYSHA 

INDUSTRIAL CURIMNY UMTEO 

Tleclcon House, Dr. E. Mdses Road, Bombay-11 
Manufacturing Planta: Bombay (Thana) 

New Delhi (Gnaxiabad) * Cochin 

k(AMA OAN COMPANY LOOTER Bombay 
Manufacturing Plant: Anand. 
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value. And this was achieved too by 
taking steps to ensure that security prices 
did not dip below the face value subject to 
limitations imposed by the Unit Trust 
of India Act. Thirdly, whereas, in the 
west, Unit Trust operations involve very 
considerable turnover of the portfolio 
evidently with a. view to achieving capital 
appreciation, Mr Bhatt ruled out either 
the possibility or the desirability of plac¬ 
ing similar accent on capital appreciation 
under Indian conditions. Surely these are 
among some noteworthy refinements. 

Has the initial charm of units spent it¬ 
self out? Is there scope for further growth 
of the unit movement in India? The ans¬ 
wer to the former is in the negative, while 


that to the latter is in the positive. Mr 
Parekh was positive that the Unit move¬ 
ment in India must continue to grow in the 
coming years. For with the Life Insurance 
Corporation (LIC) devoting an increasing 
proportion of its resources to economic 
welfare investments—“social infrastruc¬ 
ture”—he felt, the growing corporate 
sector must needs look to individual sav¬ 
ings for increasing support. One obvious 
form of these savings is purchase of units, 
and the UTI is a means by which the pub¬ 
lic can participate indirectly in industrial 
investment. Talking of the potentiality 
of the UTI, Mr Parekh pertinently drew 
attention to the comparative rates 
of growth of bank deposits, LIC’s investi- 
ble funds and of the UTI. He noted 


froBnsofMiir 

how, while deposits with commercia 
banks have been increasing at the anima^ 
rate of over Rs 1,000 crores and the LIC’s ff 
investible funds have been growing at thc’Vj 
rate of over Rs 250 crores a year, annua. 
collections of savings by way of units^' 
have yet to exceed Rs 25 crores. Fortunate- * 
ly, the mantle has fallen on the capable;, 
and competent shoulders of Mr James*, 
Raj. As a former Deputy General Managei 
of the ICICI, a former Vice-President ol ) 
the International Finance Corporation, 
a former Chairman of Glaxo Laboratories 
Ltd. and erstwhile Chairman of the Indus¬ 
trial Investment Trust, he brings to his new 
office a rich and varied background of 
investment, industrial and financial expe¬ 
rience. 


LIC: from strength *— 

to strength 


The Life Insurance Corporation has made 
such impressive progress in the past two 
years that it has been possible to achieve 
an increase of nearly 60 per cent in respect 
of new business to Rs 1,651 crores in 
1971-72, a growth rate which has not been 
achieved in any earlier period since the 
corporation came into being. This per¬ 
formance should be considered significant 
as it not only testifies to the success attend¬ 
ing the efforts of the management to 
underwrite a larger volume of business but 
also underlines the vast potentialities that 
exist in the rural and urban areas for 
further growth. 

heady growth 

In former years, either the management 
could not successfully tackle the out¬ 
standing problems or the situation was 
unyielding as even a target of Rs 1,000 
crores was difficult of attainment in the 
stipulated year and was reached only 
some years later, in 1969-70. Thereafter, 
heady growth has been recorded and the 
new chairman, Mr K.R. Puri, must be 
feeling happy that he is in a position to 
fix an ambitious target of Rs 2,150 crores 
for 1972-73. 

It has been explained that this rate of 
growth is aimed at in order to bring about 
a doubling of new business to Rs 4,300 


crores and make available the bene¬ 
fits of insurance to a large number of 
policy-holders. Towards this end, it is 
gratifying to note that the rate of increase 
in the number of policies to 19 lakhs from 
16.16 lakhs in 1970-71 is more than the 
increase in the volume of business. This 
is not exactly a favourable development 
immediately from the point of view of 
the corporation as a larger volume of 
work will be involved in servicing policies 
which* have a lower average value than in 
the previous year. 

benefits appreciated 

It must be pointed out, however, that, 
from the angle of promoting new business 
in the future, the large base now being 
created will be very helpful. No details are 
available about the number of policies re¬ 
lating to entirely newcomers or whether 
larger business was secured from the rural 
areas. But the data that may be made 
available after some time should clearly 
indicate that the bulk of new business was 
on account of newcomers and the benefits 
of insurance are being appreciated even in 
new areas. 

While the western region has again 
accounted for the largest volume of busi¬ 
ness, the largest number of policies is 
claimed by the southern region. What is, 


however, more important from the point 
of view of the corporation is the emergence 
of *omc encouraging trends in the central 
region. With the special emphasis on 
promoting business in the rural areas and 
the strengthening of the field staff in back¬ 
ward regions, the increase in new business 
in the coming years can be easily of the 
order visualised. 

group insurance 

While much hard work will be involved 
in issuing new policies to those in the low 
income or the lower middle income groups, 
the corporation has been specialising in 
group insurance . This form of risk cover 
does not involve any additional commit¬ 
ment for the participants concerned but 
helps them to derive greater advantage 
out of social welfare schemes like gratuity 
and superannuation. This way funds 
are utilised for providing sizable cover 
with only a slight decline in the rate of 
return on investment that would otherwise 
have accrued. It is also learnt that some 
state governments are inclined to extend 
the benefits of insurance to weavers and 
others in the decentralised sector by sub¬ 
sidising to a certain extent the premiums 
that would have to be paid in respect of 
members of co-operative societies. The 
new experiments linking savings in units 
and bank deposits with insurance should 
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also open up new fields for insurance 
though the schemes have not yet gained 
the necessary popularity. 

The spread of the insurance habit among 
new sections of the population will cer¬ 
tainly bring to the families concerned 
a greater sense of security. So long as the 
insurance cover is not on a large scale and 
the risk provided is considered valuable by 
the dependents of the insured, the cost of 
protection, which is heavy now, may not 
be a great deterrent to the further expan¬ 
sion of business. The Life Insurance Cor¬ 
poration, however, should not exploit 
its monopolistic position and refuse to 
heed the suggestions made by policy¬ 
holders and others for making insurance 
more attractive than it is now. 

In view of the spread of risk over a large 
body of policy-holders, the improvement 
in the mortality rate and also the opportu¬ 
nity for securing a higher yield on freshly 
invested funds, the management should 
make a sincere effort to reduce substanti¬ 
ally the overall and renewal expense ratios 
and augment net and gross incomes. 
Even a half per cent saving in the renewal 
expense ratio can add significantly to 
valuation surpluses 

real satisfaction 

There will also have to he streamlining 
of the methods of servicing policies as in 
the context of new developments without 
complete mechanisation and computerisa¬ 
tion. the desired level of efficiency and re¬ 
duction in expenditure cannot be achieved. 
Only if the general impression gains 
ground that insurance is worthwhile also 
as an investment, the full potentialities 
for mobilising resources for Plan purposes 
cannot be exploited. T he policy-holders 
will fed really satisfied only if there are 
larger bonuses and reduced premiums. 
Even if the latter were not possible there 
should immediate!) be an increase in the 
bonuses on ail classes of policies. 

The scope for adding substantially to the 


assets of the LIC has already vastly im¬ 
proved. Even in the past few years assets 
have more than doubled and these grew 
in 1971-72 by Rs 299 crores to perhaps 
around Rs 2,300 crores. It is quite pro¬ 
bable that the growth in assets in 1972-73 
will be easily Rs 350 crores. This assured 
availability of funds will encourage the 
central and state governments and the 
public bodies, to draw up their borrowing 
programmes in a bold manner. Fresh 
investments in government securities in 
the past year were Rs 136 crores and in 
bonds of state electricity board Rs 11 
crores. The corporation alone could 
thus make available to the different classes 
of borrowers more than 25 per cent of 
the net amount borrowed through loans 
and bonds in 1971-72. The state electricity 
boards and the municipalities have also 
benefited immensely through direct loans. 
Liberal encouragement has besides been 
given to housing schemes. 

huge increase 

It will be interesting at this stage to 
speculate on what the extent of additions 
to the assets of the corporation will be 
after the target of Rs 4,300 crores in res¬ 
pect of new business had been reached. 
The annual increase in assets by 1974-75 
can easily be Rs 600 crores which, with the 
possibility of additions to deposits of 
scheduled commercial banks being of the 
order of Rs 2,000 crores by that time, will 
enable the public sector to proceed on the 
basis of an availability of fresh resources 
of over Rs 1,200 crores annually. 
There is also bound be a big increase 
in the amounts to the creditor provident 
fund accounts. This clearly underlines 
the fact that institutional savings and 
the monetisation of incomes can be 
useful in formulating bigger plans. Ac¬ 
tually, in respect of the current year 
the central government need not worry at 
all about the availability of financial re¬ 
sources for stepping up its Plan outlay by 
Rs 601 crores. The target for net borrow¬ 
ing of Rs 215 crores for the centre and of 
Rs 109 crores for the states in 1972-73 can 
be easily exceeded and the total borrowing 
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effort in 1971-72 which was considered 
exceptional on account of the emergency, 
can by easily surpassed. 

The special significance of the record 
volume of business written by the corpo¬ 
ration and the spectacular growth in 
bank deposits should not, therefore, be 
missed. The co-operative sector also can 
be expected to make its own contribution 
with a continuing improvement in agricul¬ 
tural production. So far no special effort 
has been made to examine critically the 
progress of co-operative credit societies 
and land mortgage banks. If the activities 
of all these agencies can be closely co¬ 
ordinated and novel schemes are formu¬ 
lated, the process of institutionalisation of 
savings may be hastened with far-reaching 
consequences. 
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Our Parliamentary Correspondent 

New Delhi, Saturday. 


FROM THE^H 
PRESS GALLERY 


The'Lok Sabha this week raced throu gh 
budgetary demands of three more minist¬ 
ries — (i) the Ministry of Defence, (ii) 
the Ministry of Labour and Rehabilita¬ 
tion, and (iii) the Ministry of Steel and 
Mines. The demands for grants of the 
Ministry of Petroleum and Chemicals 
were also deliberated upon, but these could 
not be adopted as the minister looking 
after this portfolio could not complete his 
reply. 

The main highlights of the debate on 
the demands for grants of the Ministry 
of Steel and Mines were (i) the widespread 
deep concern over the continued losses 
in the public sector steelworks, (ii) the 
need for augmenting the supply of steel 
in the country not only by improving the 
utilisation of the existing capacity but 
also t through augmenting the capacity by 
setting up new plants as well as by ex¬ 
peditiously expanding the existing ones, 
and (iii) the trenchant criticism of the 
highly unsatisfactory performance of such 
projects as the heavy engineering complex 
at Ranchi. Some leftist members called 
for the nationalisation of the entire steel 
and the coal industries. They also assailed 
the steel distribution policy. The proposal 
to form a holding company for steel plants 
came in for criticism by some others. The 
likely delay in the commissioning of 
Bokaro steel works was also adversely 
commented upon. Fears were expressed 
that the government might further raise 
steel prices. 

not up to mark 

In his reply to this, debate, the Minister 
for Steel and Mines, Mr Mohan Kumara- 
mangalam, conceded that the performance 
of the public sector steel plants had not 
come up to the promises he had made 
last year and that these steelworks would 
again be incurring a sizeable loss (about 
Rs 20crores) for 1971-72, but expressed the 
hope that the situation would improve 
substantially this year as a result of the 
measures initiated recently. He attributed 
the last year’s loss to the roof collapse at 
Rourkela (which resulted in a loss of pro¬ 
duction of about 350,000 tonnes), the ram¬ 
pant labour indiscipline at Durppur 


(which caused the plant to lose one million 
man-hours) and the serious trouble in 
coke ovens at Bhilai. 

Mr Kumaramangalam appealed to all 
concerned to help in improving industrial 
relations at Durppur in particular and at 
the other steelworks in pneral. A Soviet 
expert, he disclosed, had been invited to 
suggest measures to improve the perfor¬ 
mance of coke ovens at Bhilai. As a 
long-term measure, additional coke oven 
batteries, he further revealed, had been 
planned at Rourkela and Bhilai. About 
Bokaro, he said that a set group of workers 
was constantly enpged in twisting the 
arm of the management and the govern¬ 
ment at crucial junctions. 

co-ordinating activities 

The minister expressed the hope that 
the proposed holding company for steel 
plants would help in raising production 
by co-ordinating the activities of all con¬ 
nected with steel-making in the country. 
All that the government sought to achieve 
through this holding company was the 
introduction of better methods of produc¬ 
tion and ensuring of proper functioning of 
the steel industry. The company he stres¬ 
sed, would not interfere in the day-to-day 
functioning of the steel plants. 

In an attempt to allay the fears about 
rise in steel prices, Mr Kumaramangalam 
said that there was no such proposal 
under the consideration of the govern¬ 
ment at present The prices of steel in the 
country, he added, compared favourably 
with the international prices. If the steel 
plants’ capacity utilisation could be raised 
to 85/86 per cent, the cost of production 
could be brought down substantially. This 
could help in lowering steel prices. 

The minister informed the House that 
the performance of the other public sec¬ 
tor units, under the charge of his ministry, 
including the Ranchi Heavy Engineering 
complex, was showing improvement. He 
ruled out die nationalisation of all coal 
mines. The Deputy Minister for Steel, 
Mr Shah Nawaz Khan, revealed that it 
had been established that some 50 coking 


coal mines abandoned by the original' 
owners still had about 350 million tonnes 
of this type of coal. - 

The labour policies of the government 
came under scathing attack during the de¬ 
bate on the demands for grants of the 
Ministry of Labour and Rehabilitation. 
While the rightist members of the House 
felt that not much was being done to curb 
labour indiscipline, the trade unionists 
who participated in this debate accused 
the government of being soft towards em¬ 
ployers. The present policy of the union 
government, they alleged, was “anti¬ 
labour”, "pro-capitalists” ■ and “bank¬ 
rupt”. The public sector enterprises, 
they further pointed out, were outpacing 
the private sector in flouting labour laws. 
Pleas were made for workers’ participa¬ 
tion in management and for expeditious 
implementation of the recommendations 
of various wage boards. The recommen¬ 
dations of these wage boards, it was 
stressed, should not be tampered with 
under pressure from employers. 

moratorium on strikes 

There was no unanimity among labour 
leaders on the call of the President and the 
Prime Minister for a moratorium on 
strikes and lockouts. It was emphasised 
that only fundamental changes in labour 
laws and uniform legislation for the whole . 
country could usher in industrial peace. 
A good deal of concern was expressed 
over the growing unemployment in the 
country as well as the expanding prices 
spiral. The Bombay labour leader, Raja 
Kulkarni, outlined his concept of “indust¬ 
rial self-government” under which elec¬ 
ted representatives of workers and other 
concerned groups would be given deci¬ 
sion-making powers on issues like pro¬ 
duction and distribution of profits. The 
defaults in the depositing of employers' 
contribution to the provident funds of the 
employees too came in for a good deal of 
criticism. The cause of women workers 
was championed by several members. 

Replying to this debate, the Minister 
for Labour and Rehabilitation, Mr R.K. 
Khadilkar, indicated that the government 
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proposed to stiffen the law against defaults 
of payment by employers of their contri¬ 
butions to the employees' provident funds. 

S e also announced that the Industrial 
isputes Act would soon be extended to 
b he employees in hospitals and universi- 
jties. Tne government, he further stated, 
proposed to bring forth in the near future 
a comprehensive bill on industrial rela¬ 
tions to cover all the crucial labour issues 
'that had defied solution over the years. He 
(expressed satisfaction at the three impor- 
itant trade union centres" in the country 
jhaving covered a good deal of ground in 
jregard to the above comprehensive bill. 
Some issues, however, still remained to be 
'sorted out, he added, 
t 

centre’s difficulties 

Mr Khadilkar pointed out that the 
;centre’s difficulty in handling labour prob¬ 
lems was that under the Constitution 
labour was a concurrent subject and states 
shared the responsibility of implementing 
the labour laws. The general economic 
situation in the country, which was be¬ 
yond the control of the Labour Ministry, 
also had its impact on industrial relations. 
The government, Mr Khadilkar added, 
had yet to take a final decision on the 
wage board system. 

Vociferous pleas were made by the 
leftist members of the House during the 
discussion on the budgetary demands 
of the Ministry of Petroleum and Chemi¬ 
cals for the takeover by the government of 
the three private oil companies operating 
in the country. They alleged that these 
companies were charging too high a price 
for crude supplies and were repatriating 
huge funds out of their earnings in this 
country. It was suggested by these mem¬ 
bers that we should enter into direct 
negotiations with the oil producing com¬ 
panies for the import of crude oil. That 
these comments were politically motivated 
should be evident from the fact that the 
crude oil prices charged by these com¬ 
panies are much lower than what the 
Madras refinery has to pay for its crude 
supplies to the Natural Iranian Oil Com¬ 
pany and its collaborators. If the legiti¬ 
mate profits earned over the years by these 
companies are being repatriated, there 
cannot be any objection to it as the future 
growth of these companies has been stall¬ 
ed with the result that they cannot plough 
back their profits into their operations. 
The efforts of the union government to 
have direct contracts for crude supplies 
with the oil producing countries, it may 
also be pointed out, have notyet succeeded. 

Many members expressed dissatisfac¬ 
tion over the pace of oil exploration in the 
country. Some expressed the view’ that 


the w&king of the Ministry had suffered 
in theSecent past because of too frequent 
change! of ministers. The controversy 
over the supply of official files to the 
Takrn . Commission, which is looking 
into the pipelines “scandal” of the Indian 
Oil Corporation, figured prominently in 
this debate. The high prices of drugs came 
in for sharp criticism. The slow pace of 
growth in the fertilizer industry's output 
too was adversely commented upon. 

The most important point made by the 
Minister in charge of the portfolio of Petro¬ 
leum and Chemicals, Mr H.R. Gokhale, in 
his reply to this debate was that a scheme 
had been finalised recently for raising 
the production of crude oil by the Oil 
and Natural Gas Commission to eight 
million tonnes per annum by 1978 and 
further to 13 million tonnes a year by 1983. 
The present known reserves ot the ONGC, 
it is thought, would yield these quantities. 

Earlier, replying to the debate on the 
demands for grants of the Ministry of De¬ 
fence (reported briefly in this column last 
week), the Defence Minister, Mr Jagjivan 
Ram, reiterated that “the developments 
in the international situation do not 
warrant any change in our present (nuc¬ 
lear) policy, which is to utilise nuclear 
energy for peaceful purposes only”. He, 
however, indicated that the Atomic 
Energy Commission, which had drawn 
up proposals for a programme that in¬ 
cluded the development of 2,700 MWs of 
nuclear power by 1980, was studying the 
technology to conduct underground nuc¬ 
lear explosions for peaceful purposes. 

dose watch on Pakistan 

Mr Jagjivan Ram assured the House (hat 
a close watch was being kept on the ac¬ 
quisition of arms and equipment by Pakis¬ 
tan as well as on the training and deploy¬ 
ment of its forces. Beyond this, he pre¬ 
ferred not to say anything on lndo-Pakis- 
tan relations in view of the proposed sum¬ 
mit talks between Prime Minister Indira 
Gandhi and the Pakistan President, Z.A. 
Bhutto. He made several pertinent ob¬ 
servations about the attitude of certain 
great powers which, he thought, were inte¬ 
rested in maintaining tension on the sub¬ 
continent. T ne extension of the operations 
of the US Seventh Fleet to the Indian 
Ocean, he added, was a matter of great 
concern to us. 

Within the constraints imposed by 
technology and finances and the imperative 
need of a frontal attack on poverty, the 
Defence Minister stated, the three defence 
services would be strengthened and their 
tactical power improved. The rolc-on 
five-year Plan for defence production, he 


said, was being up-dated inthelightof £he 
changes in strategy and technologidal en- 
vironmentg, *TJ» emphasis of this ftan 
was on making the country, seilf-reliafat tn 
defence production at the earliest. The 
first indigenously made Leander 
class frigate, INS Nilgiri, Mr 
Jagjivan Ram disclosed, would join 
the Western Feet before the monsoons. 
Steps were also being taken to increase 
the ocean surveillance capacity. In regard 
to the Air Force, the ground observation 
system, he said, was being strengthened in 
the light of the lessons of the last Indo- 
Pakistan conflict. Efforts were also being 
made to remedy the deficiency of deep 
penetration air strike capability. 

better service conditions 

Referring to the service conditions of 
defence personnel, Mr Jagjivan Ram re¬ 
vealed that the government was reviewing 
the terms of engagement and retirement of 
these personnel in view of the improvement 
in public health, higher expectancy of life 
and the longer period and enhanced cost 
of training. The pay and allowances of the 
defence personnel had been raised. The 
recommendations of the Pay Commission, 
he hoped, would provide for a reasonable 
basis for the future pay and pension struc¬ 
ture of defence personnel. Mr Jagjivan Ram 
also disclosed that plans were being drawn 
up to settle ex-servicemen in Arunachal and 
the Andaman and Nicobar islands. He 
further dwelt at some length on the steps 
being taken for the placement of those dis¬ 
abled in the last war with Pakistan as well 
for the welfare of the families of those who 
laid down their lives in the defence of the 
country. Referring to the prisoners of war 
issue, he regretted that while Pakistan pri¬ 
soners of war in India were being treated 
fully according to the Geneva Convention, 
the Indian prisoners in Pakistani hands 
were not being looked after equally well. 

Earlier intervening in the debate, the 
Minister of Defence Production, Mr V.C. 
Shukla, revealed that the government had 
decided to enter the export market in res¬ 
pect of defence items in a big way. Al¬ 
ready some defence products, he said, 
were being exported to friendly countries 
in consultation with the Ministry of Ex¬ 
ternal Affairs (last year these exports 
aggregated to about Rs 2.70 crores). A 
public sector organisation was now pro¬ 
posed to be set up for accelerating the 
exports of defence items. This, along with 
the production of some items for civilian 
use, whenever possible, he felt, would en¬ 
able full utilisation of the defence pro¬ 
duction capacity which in times of peace 
had otherwise to remain idle to an appreci¬ 
able extent. 
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Will rich uncle Rip van 
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WHAT PRICE THE DOLLAR ? 

Bad times arc more often associated with 
good in short than in profuse supply. 
So what about dollars of which the supply 
exceeds the demand? This is a state of 
affairs almost incomprehensible to the 
man in the street. For example, despite 
the UK's readiness to do so, she cannot 
repay her debts to the International 
Monetary Fund right now simply because 
the Fund shies away from more dollars! 
It is already stuffed with more non- 
convertible dollars than its rules permit. 

What is sauce for the monetary goose 
could be sauce for those central bank 


ganders who, since August 15, 1971, have 
to decide whether to continue to buy 
dollar. At that time President Nixon 
had suspended not only the gold exchange 
obligation but also the convertibility of the 
dollar into any other currency. Since 
then the dc jure convertibility of the erst¬ 
while Almighty Dollar has been limited 
to the possibility of changing a ten-dollar 
note into two five-dollar bills. The US 
dollar, however, remains the most im¬ 
portant international means of payment 
for two reasons. The first is that there is 
no equivalent major substitute currency 
which could take over the job that the 
dollar still does. To abandon the dollar 
as a trading currency is conceivable only 
over a longer period. Although the second 
reason has been pushed into the back¬ 
ground at times during the last few months 
of crisis it is there just the same: the 
American economic potential is still 


accepted as the strongest of all industrial 
countries. 

rich uncle short of cash 

In terms of its international balance- 
sheet, it is true, the USA is insolvent: 
the cash that it holds covers scarcely a 
fifth of the corresponding short-term 
liabilities to foreign central banks, 
but when, however, the long-term 
foreign credit balances of the American 
economy are included, the picture changes 
radically: the USA then appears as a rich 
uncle who just happens to have run short 
of small change. West Germany by 
comparison is like a less affluent nephew 
who, thanks to a favourable jackpot, has 
his pocket stuffed with cash, both his 


own and borrowed, and is leading an un¬ 
earned gay life on the strength of it. 

It is clear that, in terms of foreign trade, 
rich Uncle Sam has lived far beyond 
his means during the postwar years. His 
foreign investments in trade and industry 
were glaringly disproportionate to his 
overall economic savings, yet—and this is 
frequently overlooked today—all the time 
our over-confident Uncle has been draw¬ 
ing returns worth SI 1,000 million a year 
from these foreign investments. 

It is relevant to recall that the United 
States is making consistent efforts to re¬ 
duce, step by step, the financial burden 
of its overstrained political influence 
throughout the world. At the same time 
it is working to improve its foreign trade 
position. Apart from a number of mea¬ 
sures to promote exports, the effects of 
the monetary realignment in December 


will make themselves felt in due course; 
although it is likely to take more thar 
twelve months for these efforts to be rc* 
fleeted as visible and sustained succcsse* 
in the US balance of foreign trade. For S 
the UK the consequence of, what even" 
Left-wing economists now admit to have 
been, the Labour government’s clumsily 
forced devaluation of the pound in 1967 
only became apparent two years later. 
Moreover, a glance at the statistics shows, 
that the USA can point to far more stable 
price levels in the postwar years than many 
industrial countries. 

an invitation to learned readers 

The Intelligence Department of the 
Berliner llandcls-Gesellschaft Frankfurter 
Bank takes the view that the USA owes 
the loss of its position in the ranks of 
countries geared to stability (a) to the 
protagonists of the new school of econo¬ 
mics who moved into the White House 
under President Kennedy and who, des¬ 
pite their claims, did not know how to 
control the boom that they had unleas¬ 
hed, and (b) to the financial burdens of 
the Viet Nam war which simultaneou¬ 
sly began to escalate at a rate as 
unforessen as it has proved economically 
and psychologically disastrous. 1 should be 
interested if some of our learned readers 
would take advantage of our correspon¬ 
dence columns to air their views on point 
(a) above, about which there seems to 
me much to be said for and against. 

Even at the present time, wages and 
prices arc rising more slowly in the USA 
than in most other industrial countries, 
despite the very easy money policy of 
recent months. After long stagnation the 
economy has begun to pulsate once more. 
Existing capacities should ensure appreci¬ 
able improvement in profit margins with¬ 
out serious new price increases. The com¬ 
paratively high stocks of goods particula¬ 
rly dependent on imports arc hardly likely 
to lead to prematurely fast rise in imports, 
and the export incentives should ensure 
at least some recovery in exports. But 
in order to ensure a return of confidence 
in the dollar 1 dont see how the USA 
can avoid taking steps to restore its balance 
of payments by acting on capital trans¬ 
actions. In this sector, rapid and con¬ 
vincing successes are both important and 
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possible without endangering the economic 
Revival. The raising of the rate on trea¬ 
sury bills and the increase in prime rates 
py leading banks arc the first steps towards 
£his. 

jj“ benevolent indifference 9 ' ? 

Yet the dollar still remains vulnerable. 
What is needed is an additional (administ¬ 
rative) corset. The US government must 
(declare its readiness to restore as soon as 
^possible the dollar's full convertibility. 
.America's “benevolent indifference” to¬ 
wards the monetary worries of its partners 
*has devastating repercussions and any 
Ichange which showed that the USA 
jtakes the needs of others into considera- 
tion would also be in her own interests. 
To continue the present policy would 
1 force America’s partners, particularly the 
Europeans, purely for reasons of self- 
preservation to find a monetary solution 
which would necessarily be inimical to 
the dollar, harmful to world trade and 
. therefore disadvantageous to all inter¬ 
nationally trading countries. 

The USA must know that the Europeans 
will not help it out by an indefinite period 
of floating, or by further revaluations of 
their currencies. Early in March the 
French Minister of Finance, Giscard 
d’Eslaing, spoke for Europe when he 
uttered a warning to a meeting of Ameri¬ 
can businessmen about this, but at the 
same time he added a conciliatory note by 
saying that the Americans could not by 
themselves bear the cost of a return to 
partial convertibility of the dollar. The 
Europeans would shoulder part of this 
burden. 

The French Minister’s offer is perhaps 
the last chance to avoid worldwide dis¬ 
integration. Now it’s Washington’s move! 
Wake up Rip van Winkle! 

II 

Dollar Convertibility 

The latest issue of the Economic Bulle¬ 
tin (which the authoritative Deutsches In¬ 
stitut fur Wirschaftsforschung, 5 Koeni- 
gin Luise Str. West Berlin 33, so kindly 
scads me for your benefit) offers (1) a 
thoughtful round-up of the historical 
background leading to much the same 
conclusions reached above by the Berliner 
Handelsgesellschaft Frankfurter Bank 
(which 1 have paraphrased in my own 
language) and (2) a complementary analy¬ 
sis of future possibilities. 

The balance of payments of individual 
countries and country-groups reveal the 
extent of disequilibrium in 1971, a year 


that saw the most serious international 
monetary crisis since World War II, 

The USA’s balance of monetary move¬ 
ment presumably closed the year with a 
deficit of around $30,000 million. Official 
results were, at the time of writing, avail¬ 
able only for the first three quarters. The 
broadly dispersed accumulation of fo¬ 
reign exhange in the rest of the world was 
almost exclusively in dollars. The 
dollar purchases of these countries’ 
central banks in 1971 amounted to 
to $28,000 million (1970: $7,300 million). 
The flow of dollars continued even subse¬ 
quent to the US government’s currency 
measures of August, 1971. 

causes for purchases 

A number of causes were behind the jump 
in dollar purchases by the central banks in 
1971. For the first time in the twentieth 
century there was a deficit in America’s 
balance of trade, which slipped SS.000 
million in one year. The invisible balance, 
on the strength of sharply increased return 
on capital, presumably showed a higher 
surplus than in 1970. This, however, was 
far from compensating a $4,500 million 
deterioration in the visible balance. The 
deficit in the goods and services balance 
was furthermore accompanied by a sharp 
increase in the export of long-term capital 
in rising direct and portfolio investment. 
The deficit in the basic balance, in 1970 
only $3,000 million, rose to around $12,000 
million in 1971. Augmenting the basic 
deficit, investment in short-term debt 
also rose sharply. This mostly involved 
dollars which commercial banks and firms 
cashed in at central banks. This and, to 
a certain extent, the export of long-term 
capital arose from speculation against the 
dollar inevitable in such circumstances. 

The other industrialised countries 
attempted gradually to lessen the nfliux 
of dollars, primarily by floating their 
currencies. Anxious, however not 
to see their exports of goods and 
services constricted to the degree 
necessary to eliminate the US bala¬ 
nce of payments deficit and, for 
this reason, only gradually permitting 
a revaluation of their currencies, these 
countries, with few exceptions, had no 
choice but to continue buying dollars. 

The devaluation of the dollar finally 
achieved with the realignment in Decem¬ 
ber, 1971, when compared to other in¬ 
dustrial countries, was approximately 11 
per cent (in terms of all currencies there 
was only an 8 to 9 per cent depreciation 
as many developing countries chose to 
retain the old dollar parity). Decisive 
here was the US government’s willingness 
after long reluctance to lower the dollar's 


gold value by 8.6 per cent. 

Despite thjs dollar devaluation, which 
largely corresponded to general expecta¬ 
tions, speculation against the dollar has 
not ceased for two reasons. First, the 
US balance of goods and services clbsed 
1971 worse than expected, causing doubts 
as to whether the negotiated parity change 
can effect a sufficient improvement. These 
doubts are strengthened by the compare* 
tive business cycle conditions between 
the US and western Europe which, at 
present, cast a shadow over US foreign 
trade prospects. While real GNP in the 
USA has risen to 6.5 per cent (current 
annual rate), a rate of about 3.5 per cent 
prevails in the other industrialised nations. 
There will, therefore, be no rapid expan¬ 
sion of imports by these countries over 
the short term, and this will prevent an 
expansion of US exports to the extent 
hoped. US imports, on the other hand, 
will rise above desired levels. (On this 
point the DIW differs from the Frank¬ 
furter Bank). 

Ill 

Was the Re-alignment Sufficient? 

A change in this unfavourable business 
cycle will occur only when an upswing 
begins in western Europe and Japan, 
but the Deutsches Institut thinks that this 
is hardly to be expected before the second 
half of 1972. Only then does the Institut 
believe that it can be seen whether the 
realignment was sufficient to solve the US 
balance of payments problem. Assuming 
about $3,000 million per year to be a 
“normal” level for US transfer payments 
and adding another $4,000 to $5,000 mil¬ 
lion for the export of long-term capital, 
a surplus of from $7,000 to $8,000 million 
would have to be achieved to avoid further 
outflow of dollars. The realignment thus 
can be regarded as a success only if the 
American balance of goods and services 
is improved by about $8,000 million. If 
the considerable dollar liabilities are to be 
gradually reduced, an even greater surplus 
must be achieved. 

Another cause of continuing speculation 
against the dollar is the failure to deal with 
problems pertaining to the restoration of 
the dollar’s gold convertibility at the mo¬ 
netary conference in Washington. Pri¬ 
vate propensity to accumulate dollars is 
therefore diminished, but the dollar flow 
will increase as long as the US balance 
of payments is in deficit. It is thus obvi¬ 
ous that without a solution of convertibility 
in the near future, speculation about the 
dollar's future must continue. This is 
particularly true in view of the interest rate 
gap between the USA and Europe, which 
reinforces the flight from the dollar. Not 
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only would this gap have to be eliminated, 
but tipped signiisaatly in the opposite 
direction,before private persons would be 
sufficiently attracted to dollar investment 
in the absence of dollar convertibility. 

Dollar convertibility, however, will hardly 
be possible before a reserve medium is avai¬ 
lable against which dollars can be traded. 
Present US holdings of gold and foreign 
exchange are not sufficient, even at the new 
exchange rates, to underwrite dollar con¬ 
vertibility as long as the dollar itself must 
perform the functions of reserve currency. 
Were dollar convertibility to be reintro¬ 
duced under present conditions, enormous 
dollar holdings by foreigners, which have 
arisen through US payments deficits in 
the postwar years, would force the US to a 
devaluation. Exchange-rate revisions would 
then again be necessary. The problem of 
providing the world economy with a stable 
reserve medium would remain. 

An expansion of Special Drawing Rights 
at the International Monetary Fund as an 
artificial reserve currency can be carried 
out only by international agreement. A 
reform along these lines is still opposed by 


some countries, which view the transfor¬ 
mation of dollar holdings into SDRs 
as simply pouring the international li¬ 
quidity created with the dollar glut from 
an old bottle into a new one. In addition 
they fear that SDRs could provide an 
added impulse to future international in¬ 
flation. 

It seems that these countries favour a 
solution which would once more increase 
the importance of gold. But, argues the 
DIW, the gold supply and annual produc¬ 
tion of gold even after the realignment and 
resultant higher price of gold, are insuffi¬ 
cient to cover international requirements 
for reserve currency. The price of 
gold — in terms of all currencies — would 
have to be raised drastically in terms of the 
dollar; to free the USA of dollar liabilities, 
the price of gold would have to be in¬ 
creased many times over. Only then could 
all dollars presented to US central bank 
be converted into gold instead of SDRs. 

Subsequent to a monetary reform giving 
a larger role to SDRs, the other industria¬ 
lised countries could co-operate on a con¬ 
solidation of US dollar liabilities in order 
to prevent excessive conversion of the 


foreign dollar holdings into SDRs. A 
portion of their short-term dollar credit 
might be converted into long-term credit 
with the stipulation that amortisation of 
this consolidated debt would be gradual 
and dependent on the balance of payments 
situation. 

la the absence of cither such a consoli¬ 
dation of dollar liabilities, or a broadening 
of SDRs, or — in the final analysis — a : 
sharp increase in the price of gold, the non- 
American industrialised countries will have';, 
to learn to live with sharply Increased dollar \ 
reserve at their central banks. 

Non-Amcrican central banks must fur¬ 
thermore be prepared to absorb additional 
dollars or to provide some other form of 
standby credits in order that the USA 
should not be forced back on damping 
measures at a time when the degree of capa¬ 
city utilisation of labour is still too low. 
Support for the dollar through a hard- 
currency loan, similar to that extended to 
Britain in past years, would be preferable 
to a further inflation of the dollar supply. 
The USA could then wait until economic 
conditions are such as to reinforce rather 
than counteract the improved competitive- 
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css gained with the realignment. 

Such stop-gap assistance should not, 
DWever, divert attention front the overdue 
asic reform of the international monetary 
■ystem. The decisive task is the re- 
"uacement of the dollar, and eventually 
*old as well, with a stable medium for in- 
smational payment which would provide 
.n accounting unit against whichgall na¬ 


tional currencies would he measured. Once 
the dollar is relieved of its reserve function, 
the USA would be forced, like other count¬ 
ries, to set the dollar exchange rate in 
keeping with balance-of-payments re¬ 
quirements. The expectable changes in 
the dollar rate then would not disturb 
the entire monetary system. 

Sources and acknowledgements: The fore¬ 


going summarises views recently aet 
forth iathe Berliner Handels-OeseBKhaft 
Frankfurter Bank’s fortnightly letter and’ 
the Deutsches fnstitut for Wirthschaftsfor- 
schung’s Monthly. Economic Bulletin,. 
These institutions can, however, hardly 
be held responsible for the translation 
of their economic jargon into what I guess 
it to mean, nor for my interspersed com¬ 
ments, based on a variety of sources.' 
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It is * owiMK fact of 

Tw»*Amina*' relations that, barrios the 
short period when Lai Bahadur Shaatn was 
at the heUaof affairs in New Delhi, the 
politick understanding, or even the per* 
sonal respect between President and Prime 
Minister had always been less than perfect. 
That, presently, there is no love lost bet* 
ween the White House and 1, Safdarjang 
Road is known widely enough. Never¬ 
theless there is surely a close resemblance 
between Mr Nixon's style of government 
and Mrs Gandhi’s. Both draw heavily on 
personal advisors not merely for advice or 
information but also for planning strategy 
or making decisions. If Mr Nixon has 
Dr Kissinger, Mrs Gandhi currently has 
Mr D.P. Dhar. If Dr Kissinger is a scholar 
by profession, Mr Dhar is a scholar by 
preference and it is certainly no accident 
that the scribes in the press have lately 
been working over-time to publicize Mr 
Dhar’s love of literature, particularly 
Urdu poetry. 

Dr Kissinger is reputed to be very much 
a ladies* man and this aspect of his per¬ 
sonality has been lavishly detailed and 
discussed in the American Press. The news¬ 
papers and periodicals in our own country 
have so far not deployed their investiga¬ 
tive resources or gins, such as they are, in 
this area of reporting. Whether Mr Dhar 
feels or has reason to feel thankful for this 
small mercy I do not profess to know. 
“Ariel”, in his column in The Sunday 
Standard, however, recently made a casual 
reference to Mr Dhar’s love of the good 
things of life. This cryptic observation, 
coming as it does from Mr Frank Moraes, 
may perhaps be readily taken to imply 
that Mr Dhar is a connoisseur of a certain 
famous product of Scotland for which 
there is a very strong global market. But, 
then, Mr Dhar may be a teetotaller for 
aught I know, in which case Mr Frank 
Moraes may perhaps be a little more 
explicit when he next does his stint for 
The Sunday Standard. 

The politics of West 

Bengal may become stabilised sooner 
than the politics of some of its public 
men. Take, for instance, Mr Siddhartha 
Shankar Ray. It is possible that he has 
to live down some of his professional 
past for the sake of much of his political 


present Even so he could surely have 
been lessexhibitionisticin going through 
such purification ceremonies as he may 
consider necessary or rewarding. As it 
is, the ostentatious way in which he has 
gone about convening a meeting of his 
cabinet to discuss the all-important ques¬ 
tion of his and his colleagues' social rela¬ 
tions with the so-called monopoly houses 
and the flamboyant manner in which he 
has been proclaiming for the benefit of 
all and sundry the earth-shaking event that 
his cabinet, in its virtuous wisdom, has 
decided that the Chief Minister and other 
ministers of the West Bengal government 
should not have any social relations with 
the businessmen in question is a very sad 
instance of the collapse that is taking place 
in the standards of our public life thanks 
to the politics of commitment. Mr Ray 
ought to be a man of some intelligence; 
otherwise, he could not have been making 
big money in the legal profession, although 
it is true that he had immense inherited 
advantages. Being a reasonably intelligent 
man, then, Mr Siddhartha Shankar Ray 
should certainly have known that the 
Buddha-like nose that he is now striking 
is more a reflection on him than on the 
monopoly houses against whom he has 
announced his social boycott. There is the 
story, for instance, of a certain lady of 
pleasure, who suddenly saw Light. When, 
one fine morning, she stood up and 
declared that she had decided to be a 
woman of virtue, even those who had not 
heard about her before naturally began 
speculating about what she had been up 
to all along. 

Our national genius is a great one for 
creating one class of sinners after another. 
Now the high priestess of our national 
destiny and the numerous pujaris of vary¬ 
ing ranks who trail after her seem to have 
decided to create yet another class of sin¬ 
ners or social outcasts. There is no doubt 
an act on the statute book about monopo¬ 
lies and restrictive trade practices but even 
this act has not declared that the so-called 
monopoly houses as such constitute a 
criminal tribe. Why then should the Chief 
Minister of West Bengal take it upon 
himself to offer gratuitous insult to some 
of the citizens of this country who are in 
no way inferior in civic status to Mr Ray 
or his fellow politicians. Surely no one 
of any sensibility could have been so 


wanton in his indulgence in unwarranted 
offensivencss. 

If Mr Ray or his fellow ministers, for 
reasons of their own, do not want to be 
seen in the company of this business¬ 
man or that on social occasions, he or they 
are certainly free to please themselves. 
But, even then, is it absolutely necessary 1 ; 
that they should play so openly to the 
gallery ? There could be, of course, a 
section of the public which may be taken 
in since it is certainly possible for politk' 
dans to fool some people for some time.,' 
But there is surely a much larger section 
of the public in West Bengal and outside 
which must think only poorly of minis¬ 
ters who consider their reputations to be 
so brittle that they must be protected from 
temptations or suspicions in as ostensible 
manner as possible. Not long ago, there 
were regal men in this country who were 
not afraid to insist on the world judging 
them on their own terms. They could 
afford to do so, because they were not 
small men. They too had heard that 
caesar’s wife must be above suspicion. 
But they also knew that this did not mean 
that Ceasar’s wife should stand in the 
market square wearing a chastity belt and 
little else. 

The way the tragic ind- 

dent in which a schoolboy died in the 
capital after eating opium preparation was 
reported in some of the local newspapers 
raises the question whether the press is 
far too liable to yield to the temptation to 
suppress some of the relevant particulars 
or even the main facts for reasons 
which have nothing to do with sound 
professional reporting. The Indian Ex¬ 
press, The Times of India and The Hin¬ 
dustan Times duly informed their readers 
that the boy was suspected to have 
died after taking some drug or “trip pill”. 
But, while The Indian Express and The 
Times of India also said that the boy was 
studying at Modern School, The Hindus¬ 
tan Times spoke only vaguely of “a local 
boarding school”. As for The Statesman,' 
it not only did not identify the school but 
it also had its staff reporter narrating a 
meandering talc about the boy having 
eaten somewhere and about “symptoms 
indicating food poisoning”. The Delhi 
edition of The Statesman has a much 
smaller circulation than the Delhi edition 
of The Hindustan Times or The Indiau 
Express which means that The Statesman 
could (and does) put this edition “to bed” 
somewhat later than the other papers. 
Its staff had therefore that much more 
time at its disposal to do this story. It 
cannot therefore be pleaded that the 
incompleteness or the misleading nature 
of the report was 
due to the pressure 
of the press dead¬ 
line. 
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CENTRAL BANK 

BALANCE SHEET AS 


r 


CAPITAL AND LIABILITIES 


Rs. 


Ps. 


Rs. Ps. 


; 31 st December. 1970 
J Rupees 

-- 

ii 

t 

i 

i. 


4,75,14,600 


7,67,88,080 

50,00,000 

2,54,241 

2,25,000 

3,63,700 

3,61,519 

530 

8,29.93.070 


2,80,33,82,267 

1,48,97,64,300 

1,34,03,67,795 

5,63,35,14,362 


CAPITAL : 

Paid-up Capital (wholly owned by Central Government) 

RESERVE FUND AND OTHER RESERVES : 

Reserve Fund 
Contingency Fund 
Special Reserve 
Development Rebate Reserve 
Capital Suspense 
Share Premium Suspense 
Shares Forfeited 


3. DEPOSITS AND OTHER ACCOUNTS : 

Fixed Deposits and Cash Certificates 

Savings Bank Deposits .. ( . 

Current Accounts, Call Deposits, Contingency Accounts, etc. 
(including Staff Gratuity Fund Rs. 1,51,50,000.00) 


4. BORROWINGS FROM OTHER BANKS, AGENTS, ETC 


8,25,88,079.54 

53,29,770.96 

1,50,000.00 

3,63,700.00 

3,61,519.25 


3,43,62,34,094.47 

1,80,82,94,243.74 

1,58,45,49,725.81 




In India 

Outside India 


(1) Secured : 

Rs 

Rs 

21,88,50,000 

(a) By part of investments 
and bills per contra 

8,91,50,000.00 


3.86,21,224 

10,46,240 

52,66,840 

(b) In respect of borrow¬ 
ings (secured by part 
of advances per con¬ 
tra) from :— 

(i) The Industrial 
Development Bank, 
of India 

(ii) The Agricultural 
Refinance 
Corporation 

(iii) Other Financial 
Institutions 
(2) Unsecured 

2,33,91,224.00 

61,66,090.00 

1,85,00,000.00 

1,90,42.908.66 

27,35,945.15 

26,37,84,304 


15 62,50,222.66 

27,35,945.15 

8,08,08,084 

5. BILLS PAYABLE .. 

.. 


40,79,58,877 

4,33,15,104 

6. BILLS FOR COLLECTION BEING BILLS RECEIVABLE AS 
PER CONTRA : - 

(i) Payable in India.< 

(ii) Payable outside India . 

45,12,73,981 





40,14,67,316.34 

4,53,53,773.35 


Carried over 


4,75,14,600.00 


8,87,93,069.75 


6,82,90,78,064.02 
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15,89,86,167.81 

9,41,32,856.57 

44,68,21,089.69 
7.66,53,25,847.84 
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ii 


Of 4NIHA 

AT 31 ST DECEMBER 1971 


31st December, 1970 
Rupees 

55,13,59,667 

1,72,29,910 

1,03,01,808 

2,75,31,718 

.88,00,000 

1,51,20,98,211 


4,41,79,494 

2,81,77,163 

9,39,908 

1,58,53,94,776 


3,04,25,09,912 


1,36,76,254 

3,05,61,86,166 

84,70,66,889 

10,53,55,127 

95,24,22,016 

4,00,86,08,182 


PROPERTY AND ASSETS Rs. Ps. Rs. Ps. 


1. CASH : 

In hand and with Reserve Bank and State Bank (including 
foreign currency notes). 56,34,95,061.98 

2. BALANCES WITH OTHER BANKS : (On Current Accounts) : 

(i) In India . 1,70,94,706.22 

(ii) Outside India. 1,22,67,846.08 

- 2,93,62,552.30 

3. MONEY AT CALL AND SHORT NOTICE. 80,00,000.00 

4. INVESTMENTS : (at below Market Value) 

(i) Securities of the Central and State Governments and other 

Trustee Securities . 1,76,66,00,785.08 

Treasury Bills of the Central and State Governments .. — 

Fully Paid Partly Paid 

(ii) Shares Rs. Rs. 

(a) Preference 86,27,703.26 

(b) Ordinary 2,64,71,271.50 96,19,631.30 

(c) Other Classes 57,798.75 — 

3,51,56,773.51 96,19,631.30 4,47,76,404.81 

(iii) Debentures or Bonds . 2,67,18,752.03 

(iv) Other Investments. 4,52,610.00 

(v) Gold. — 

... 1,83,85.48,551.92 

5. ADVANCES : 

(Other than bad and doubtful debts for which provision has been 
made to the satisfaction of the Auditors) 

(I) Loans, Cash Credits, Overdrafts, etc : 

(i) In India .! . 3,42,15,39.305.78 

(includes an amount of Rs. 4,80,57,314/- 

relating to medium-term advances in 
respect of which finance has been ob¬ 
tained from the Industrial Development 
Bank of India, the Agricultural Refi¬ 
nance Corporation and other Financial 
Institutions as per contra). 

(ii) Outside India . 91,67,419.44 

..- 3,43,07,06,725.22 


(II) Bills Discounted and Purchased : 

(i) Payable in India* .1,24,12,72,021.36 

(ii) Payable outside India*" 9,95,56,759.92 1,34,08,28,781.28 

■’Includes Rs. 2,25,00,000/- under Bill Market Scheme of 
Reserve Bank of India per contra. 

♦♦Includes Rs. 5,25,00,000/- under Pre-Shipment Credit Scheme 
of Reserve Bank of India per contra. 

Carried over 


4,77,15,35,506.50 


7,21,09,41,672.70 
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CENTRAL BANK 

BALANCE SHEET AS 

CAPITAL AND LIABILITIES Rs! Ps! Rs~ Ps. 

Brought forward 7,66,53,25,847.84 

7. OTHER LIABILITIES : 

16,01,29,211 Branch Adjustments. 14,81,66,458.18 

Amount owing to Subsidiary Company (including on their 

1,48,60,878 Clients’ Account). 1,65,56,812.90 

9,08,507 Unclaimed Dividends . 8,78,165.20 

53,68,582 . Rebate on Bills Discounted . 53,80,154.43 

Amount payable to Central Government (Net surplus for the 
37,92,778 year 1970 period from 19th July 1969 to 31st December 1969) — 

- - 17,09,81,590.71 

18,50,59,956 

8. ACCEPTANCES, ENDORSEMENTS AND OTHER OBLI- 

31,03,87,994 GATIONS AS PER CONTRA. 36,15,34,746.02 

9. PROFIT AND LOSS : 

— Balance as per last Balance Sheet. _ 

2,07,91,537 Profit for the year. 2,88,55,512.06 


2,07,91,537 

41,58,307 

1,34,00,000 

1,75,58,307 

32,33,230 

4,39,24,584 

93,31,193 

67,85,94,642 

30,80,91,495 

10,99,11,812 


Less : Appropriations : 

Transferred to Reserve Fund 58,00,000.00 

Provision for Bonus to Staff 1,97,00,000.00 

including Diamond Jubilee Bonus 

-_ 2,55,00,000.00 

Balance to be transferred to the Central Government .. 

10. CONTINGENT LIABILITIES : 

Rs. 

(<) Claims against the Bank not acknowled¬ 
ged as debts (including claims at London 
Branch—See Note (5) 4,43,11,008.52 

(ii) On Investments in partly paid shares 1.10,63,342.50 

(iii) On Letters of Guarantee on behalf of 
Constituents (including Rs. Nil on behalf 

of officers) 64,38,27,389.22 

(iv) Liability on account of outstanding For¬ 
ward Exchange Contracts 31,02,75,338.33 

(v) Liability on Bills of Exchange Re-dis¬ 
counted 11,94,06,020.68 


33,55,512.06 


7,05,85,69,581 


fASTI IN IXONOMISI 


Carried over 


8,20,11,97,696.63 
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IV 



AT 31 ST DECEMBER 1971 

Rupees PROPERTY AND ASSETS rT pT rI Ps7 

Brought forward 7,21,09,41,672.70 

Particulars of Advances 

(i) Debts considered good in respect of which the bank is 

3,27,33,86,904 fully secured. 3,60,81,66,499.15 

(ii) Debts considered good for which the bank holds no other 

18,50,94,318 security than the debitors’personal security 21,29,28,850.85 

(iii) Debts considered good, secured by the personal liabilities 
of one or more parties in addition to the personal 

55,01,26,960 security of the debtors . 95,04,40,156.50 

— (iv) Debts considered doubtful or bad not provided for — 

4,0086,08,182 _ _ 4,77,15,35,506.50 

— - ■ — (v) Debts due by officers of the bank or any of them either •==- •- ■ 

64,83,940 severally or jointly with any other persons. 95,24,548.85 

(vi) Debts due by companies or firms in which the directors 
of the bank are interested as directors, partners or manag* 

— ing agents, or, in the case of private companies, as members — 

(vii) Maximum total amount of advances, including temporary 
advances, made at any time during the year to directors 
or managers or officers of the bank or any of them either 

64,83,940 severally or jointly with any persons . 95,24,548.85 

(viii) Maximum total amount of advances, including temporary 
advances, granted during the year to the companies or 
firms in which the directors of the bank are interested 
as directors, partners or managing agents, or, in the case 

— of private companies, as members . — 

1,10,07,707 (ix) Due from banks . 1,32,03,881.12 

6. BILLS RECEIVABLE BEING BILLS FOR COLLECTION AS 
PER CONTRA : 

40,79,58,877 (i) Payable in India . 40,14,67,316.34 

4,33,15,104 (ii) Payable outside India . 4,53,53,773.35 44,68,21,089.69 

45,12,73,981 

7. CONSTITUENTS’ LIABILITIES FOR ACCEPTANCES, EN- 

31,03,87,993 DORSEMENTS AND OTHER OBLIGATIONS PER CONTRA : 36,15,34,746.02 

8. LANDS AND BUILDINGS : 



Cost as per last 
Balance-Sheet 
Less—Ad) ust men ts 
during the year 

Bank 

Premises 

2,24,43,883.84 

» 

Investment 

in 

Properties 

Non-Banking 

Assets 
acquired in 
satisfaction 
of claims 

6.83.891.34 

5.83.893.34 



Add —Cost of Addi¬ 
tions made during 
the year 

2,24,43,883.84 

6,56,769.85 


99,998.00 


1,75,01,286* 

— + 
4,72,766+ + 

Less —Depreciation 
written off 

2,31,00,653.69 

53,57,770.46 


99,998.00 

9,999.85 


1,79,74,052 


1,77,42,883.23* 

-+ 

89,998.15+ + 

1,78,32,881.38 


Carried over .. .. 8,03,71,30,389.79 
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CENTRAL BANK 

BALANCE SHEET AS 



Notes forming part of the Accounts : — 

(1) The actual amount of liability arising from future gratuities payable to staif has not bean ascertained but is greater than the 

amount provided. 

(2) As returns in respect of Pakistan Branches have not been received for period after 30th June, 1965, unaudited returns as 
at that date only have been incorporated in the Bank s Balance Sheet as at 31st December, 1971. As no further infor¬ 
mation is available, the assets and liabilities in Pakistan have not been shown in the Balance Sheet under the individual 
heads but only the net book value thereof has been incorporated. 

(3) The figures for the previous year have been regrouped where necessary and possible. 

(4) Certain old items in branch reconciliations remain to be cleared. The balancing of general ledger with subsidiary ledgers/ 
schedules remains to be completed at a few branches. The schedules supporting general ledger balances and reconciliation 
statements for accounts with other banks were not ready at a few branches. Necessary steps are being taken in this regard. 

(5) Rills of Exchange amounting to DM. 10.5 million reported to have been discounted with some German/Swiss Banks are. 
purpoted to have bean endorsed/guaranteed by the Bank s London Branch and in respect of claims relating to some of 
these bills amounting to DM. 2.5 million, legal proceedings have been instituted against the Bank, The Bank has repu¬ 
diated all alleged liabilities in respect of all such bills and claims/disputes arising therefrom. 

(6) No interest has been taken into account in respect of doubtful debts where legal action has been initiated. 

In terms of our report of even date attached 

HAR1BHAKTI & CO. 

FORD RHODES PARKS & CO. 

LOVELOCK & LEWES 

Chartered A ecu nt ants. 


Bombay, 20th April, 1972 


BASTERN ECONOMIST 


MAY 12,1972 



AT 3IST DECEMBER 1971 


Rupees PROPERTY AND ASSETS 


Rs. Ps. Rs. Ps. 


Brought forward 

9. FURNITURE AND FIXTURES — 

4,84,80,474 As per last Balance Sheet. 

1,25,17,514 —Additions less Sales made during the year .. 


6,09,97,988 

2,51,88,088 Less —Amount written off to date for Depreciation 


3,58,09,900 

10. OTHER ASSETS : 

Shares (Partly paid) of the Central Bank Executor and Trustee 

10,00,000 Co. Ltd. (Subsidiary Company) at Cost . 

2,20,93,832 Interest accrued on Investments. 

2,18,76,850 Income-tax paid in advance. 

33,91,500 Share Application Moneys. 

Sundry advances. Deposits, Stamps, Stationery, Home Saving 
1,30,67,130 Safes, Safe Deposit Boxes, etc. 


6,14,29,312 


6,09,97.987.48 

1,25,72,293.24 


7,35.70,280.72 
3,04,12,949.22 


10,00,000.00 
2,35,45,976 00 
3,10,01,850.00 
2,76,30,750.00 

3,77,31,399.34 


8,03.71.30,389.79 


',31,57,331.50 


12,09,09,975.34 


7,05,85,69,581 


Total Rci'Ers 


8,20,11,97,696.63 


i 


B. N. ADARKAR 


Custodian 


V. M. BHIDE 
BRURAJ NARAIN 
A. H. ELIAS 
M. NARASIMHAM 
G. B. NEWALKAR 


Directors. 


P. KRISHNA A1YER, 

Officer on Special Duty 


B. S. MUNSHI 

Chief Accountant 


Bombay, 20th April, 1972. 
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CENTRAL BANK 

> 

Statement of Profit and Loss Account for 

______ ~ ~ 

Previous year 
Rupees 

20,48,46,814 I. Interest paid on Deposits, Borrowings, etc. 

15,96,06,426 2. Salaries and Allowances . 

71,91,636 Contributions to Provident Fund. 

— Bonus to Stall . 

16,67,98,062 

20,621 3. Directors’ Fees and Allowances. 

— Committee Members* Fees and Allowances. 

20,621 

1,29,60,934 4. Rent, Taxes, Insurance, Lighting, etc. 

1,78,181 5. Law Charges. 

46,33,069 6. Postage, Telegrams and Stamps. 

7. Auditors’ Fees : 

2,37,550 To Statutory Auditors (including Branch audit fees) 

1,10,500 To Branch Auditors . 

3,48,050 

3,29,396 8. Depreciation on Banking Company’s Property .. 

5,88,784 Repairs to Banking Company's Property. 

5,07,606 Other charges on Banking Company's Property 
41,26,801 Depreciation on Furniture and Fixtures. 

55,52,587 

78,73,062 9. Stationery, Printing and Advertisements, etc. 

— 10. Loss from sale of or dealing with non-banking Assets .. 

1,38,25,919 11. Other Expenditure. 

2,07,91,538 12. Balance of Profit subject to Bonus to Staff 

43,78.28,837 


Notes : (I) Particulars of remuneration paid to the Custodians : 

Previous Year Rs. Ps. 

Rupees - - - 

60,000 (i) Salary. 46,369.91 

6,600 (ii) Allowances . 6,773.95 

5,000 (iii) Contribution to Staff Provident Fund . 3,864.08 

— (iv) Bonus. — 

71,600 57,007.94 

30,400 (v) Leave pay, allowances etc. to ex-Custodian .... — 

1,02,000 57,007.94 


(2) 'Salaries and Allowances include Rs. 22,16,131.25 being bonus paid for previous years in excess 
of the provision made. 

11,14,753 (3) Advertisement expenditure incurred during the year Rs. 8,88,264.01. 

AUDITORS’ REPORT TO THE PRESIDENT OF INDIA 

1. We have audited the attached Balance Sheet of Central Bank of India as at 31st December, 1971 and also the Profit & 
Loss Account of the Bank for the year ended on that date annexed thereto, in which are incorporated the returns of 152 Branches 
audited by us, 308 Branches audited by other auditors, 5 Branches in Pakistan for which unaudited returns as at 30th June, 1965 
have bean incorporated and the unaudited returns in respect of 545 Branches not visited by us. 

2. The Balance Sheet and the Profit and Loss Account have been drawn up in Forms ’A’ and *B’ respectively of the Third 
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19,19,32,457.63 

79,73,407.88 

25,20,71,835.90 


19,99,05,865.51 

47,843.05 

377.60 

48,220.65 


1,54,19,817.23 

6,33,840.49 

61,68,864.77 

3,42,000.00 

2,08,000.00 

5,50,000.00 


3,54,786.79 

1.99.688.39 

3.37.344.39 
52,25,841.91 

- 61,17,661.48 

88,89,784.28 

1,79,66,332.67 

2,88,55,512.06 

Total Rupees 53,66,27,735.04 
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the year ended 31st December, 1971 


INCOME 

(1ms provision made during the year for bad and doubtful debts and other usual or necessary provisions) 


Previous Year 
Rupees 


. Rs. PS 


37,29,34,560 

6,29,32,731 

17,38,785 


2,22,821 


1. Interest and Discount . 

2. Commission, Exchange and Brokerage . 

3. Rent on Bank’s Premises (excluding Rent on Premises used by the Bank) 

4. Net Profit on Sale of Investments, Gold and Silver, Land, Premises and other Assets 

(not credited to Reserves or any particular Fund or Account) . 

5. Net Profit on Revaluation of Investments, Gold and Silver, Land, Premiees and 
other Assets (not credited to Reserves or any particular Fund or Account) 

6. Income from non-Banking Assets, and Profit from sale of or dealing with such Assets 


46,44,09,432.61 

7,03,12,725.62 

19,05,576.74 


43,78,28,837 


Total Rums 53,66,27,735.04 


B. N. ADARKAR Custodian 

V. M. BHIDE ~| 

BRIJRAJ NARAIN | 

A. H. ELIAS I Directors 

M. NARASIMHAM V 

G. B. NEWALKAR 

Bombay, 20th April, 1972. 4 


P. KRISHNA IYER 

Officer on Special Duty 

B. S. MUNSH1 

Chief Accountant. 

In terms of our report of even date attached I 
HARIBHAKTI & CO. 

FORD RHODES PARKS & CO. 
LOVELOCK &, LEWES 

Chartered Accountants. 


Schedule to the Banking Regulation Act, 1949. Accordingly, they disclose such matters as were required to be disclosed in the 
case of banking companies prior to nationalisation by virtue of the provisions of the said Act as read with the related provisions 
of the Companies Act, 1956. Subject to the limitations of such disclosure and on the basis of the audit indicated in the first para, 
graph, we report that—• 

(a) In our opinion and to the best of our information and the explanation given to us and as shown by the books of the Bank:— 

(i) the Balance Sheet read with the notes thereon is a full and fair Balance Sheet containing the necessary particulars and 
it is properly drawn up so as to exhibit a true and fair view of the affairs of the Bank as at 31st December, 1971, and 

(ii) the profit and Loss Account read with the notes thereon shows a true balance of profit for the period covered 
by the Account; 

(b) We have obtained all the information and explanations which to the best of our knowledge and belief were necessary 
for the purposes of our audit and have found them to be satisfactory; 

(c) The transactions of the Bank which have come to our notice have been within the powers of the Bank; 

(d) The returns except for Pakistan Branches—Sec Note (2) received from the branches of the Bank have been found 
adequate for the purposes of our audit. 

HARIBHAKTI ft CO. 

FORD RHODES PARKS & CO. 

, LOVELOCK & LEWES 

Bombay, 20th April, 1972. Chartered Accountants. 
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The PHILIPS TLF Reflectalite 
a tubelight with 
a built-in reflector. 



A brilliant new eoncept. 

The TLF Reflectalite is a 
tubelight which has an inner 
reflector coating. This reflector 
coating may well be the greatest 
invention In fluorescent lighting. 
Because of its many benefits, 
the whole of the West has 
switched over to it. 

It gives more light where 
you want it. 

The TLF Reflectaiite’s coating 
prevents light from escaping 
upwards. It reflects the light 
downwards. So you get more 
light where you want it. 


It Is India’s first 
dust-proof lamp. 

When dust falls on an 
ordinary lamp, its light level 
goes down. Not so in the 
Philips TLF Reflectalite. 
Oust has no effect on it. * 
Because of this 
you save a lot on^AjUpf 
maintenance, ws jj fr ' 

It outshines 

all other tubellghts. 

Tests prove that the 
Reflectalite maintains lumen 
output twice as long as that 
of any other tubelight. 


Better value for your money. 
Philips TLF Reflectalite is 
the ideal tubelight for your 
factory, office, 

shop or home. (I SsSea 
It will give you *53^ Jr® 
better light. And it will^x® 
save a lot of money for you. 

PHILIPS I 

apyjar 

Reflectaflte 


When a better lamp is needed. Philips make it. 


PHILIPS INDIA LIMITED 


►Registered Trade Mark 
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UNCTAD III 

T«s pis cessions at Santiago 
moved at a slow pace in the 
thiid week of deliberations. 
The suggestion by the United 
Nations that the industrialised 
countries should step up the 
volume of their assistance and 
should ease the debt-servicing 
burden came in for severe criti¬ 
cism by the UK. The British 
delegate Mr D. Williams ex¬ 
pressed doubts regarding the 
ability of the donor countries 
to increase their assistance to 
developing countries. In the 
case of Britain, he was not sure 
if official assistance could be 
raised to 0.7 per cent of its 
Gross National Product in 
J975. If the developing count¬ 
ries were in poor condition in 
regard to servicing their debts, 
they themselves had to blame 
for it, according to the British 
delegate. Mr Williams was of 
the view that the progressive 
softening of loan terms was be¬ 
coming the most positive as¬ 
pect of loan-granting. 

The Chinese delegate Mr 
Yen Chia-Hua said that his 
government was opposed to 
the political pressure that the 
lender states exert over the 
borrowers which, in turn, ten¬ 
ded to increase the earnings of 
the developed countries. When 
economic aid was given, the 
sovereignty of the country that 
received benefits should be res¬ 
pected without seeking any 
privileges of any kind, added 
Mr Yen Chia-Hua. China’s 
Deputy Foreign Minister, Mr 
Chou-Hua-min, criticised both 
the USSR and the USA. He 
said that China was opposed 
to “the one or two super-po¬ 
wers that subject the countries 
of Asia, Africa and Latin 
America, as well as other re¬ 
gions of the world, to aggres¬ 
sion, subversion, expropria¬ 
tion, intervention and vexa¬ 
tions.” 

Mr H. Lai, India's Foreign 
Trade Secretary, urged the 
international community and 
financial institutions to help the 
land-locked countries to create 
an infrastructure and adequate 
systems of transport and com¬ 
munications to solve the prob¬ 
lems* faced by them. He said 


TRADE 

WINDS 


turers who offered more 
western Uttar Pradesh. 

The total sugar productic 
in the six months of Octobe 
March was 2,807,000 tomi 
against 3,08$,000 tonnfj^ 
produced in the same perkjl 
last season. The mills product 
492,000 tonnes in March th 
year against 682,000 tonnes ■■i 
March last year. 

■r 


that India had provided re¬ 
sources to assist the develop¬ 
ment of its land-locked neigh¬ 
bours and that it would offer 
its fullest co-operation to any 
project framed in that direc¬ 
tion. 

As the third week of the dis¬ 
cussions at Santiago was ap¬ 
proaching its close, signs of a 
split in the group of “77” was 
witnessed in regard to the list 
of the 25 less developed na¬ 
tions. The list drafted earlier 
had been termed as “unjust” 
by Latin American represen¬ 
tatives. It was suggested that 
the criteria should be altered 
so as to include the Central 
American Republics, Ecuador 
and Bolivia. 


power demand in the five re¬ 
gions in the light of industrial 
and other targets, the Group 
will suggest tentative power 
targets for 1983-84 as well as 
the most economical combina¬ 
tion of hydro, thermal and nu¬ 
clear generation programmes. 

Five Study Groups have 
been formed for assisting the 
Working Group. They will 
carry out studies in depth on 
(i) load demand; (ii) planning 
power generation; (iii) system 
planning; (iv) rural electrifica¬ 
tion; and (v) management in 
regard to equipment, mate¬ 
rials and personnel. 

Sugar 


Exports were also less th ;]; 
season because of the low* 
international quota. They tota . 
led 63,000 tonnes this seasc ’ 
which was less than the expor 
of last year by 94,000 tonne 
Despatches for domestic cot 
sumption rose slightly frot 
1,880,000 tonnes to 1,991,0C 
tonnes. 

The factories held a stock c 
2,158,000 tonnes on March 31 
1972 whereas their stock on th 
same day last year wa 
3,132,000 tonnes. 

Companias Act 

The central government has 
by three notifications publishet 
in the Gazette of India Extra 


A Canadian proposal to 
enhance the volume of multi¬ 
lateral aid was described as the 
most enlightened measure on 
development aid suggested so 
far at the Conference. Canada 
had proposed that the annual 
flow of total multilateral aid 
should be increased from the 
current level of $1,500 million 
to $2,000 million. 

Power Development 

The Ministry of Irrigation 
and Power has appointed a 28- 
Member Working Group for 
formulating proposals for the 
power development program¬ 
me for the fifth Plan period. 
Headed by the secretary to 
the Ministry of Irrigation and 
Power, Mr B.P. Patel, the 
Working Group will include 
senior officials of the Central 
Water and Power Commission 
and concerned central minis¬ 
tries and departments, chair¬ 
men of the five regional electri¬ 
city boards and the Director 
General of Technical Develop¬ 
ment. After assessing the future 


New Tariff Value : The 
government of India revised 
the tariff value of crystal sugar 
produced in vacuum pan facto¬ 
ries from Rs 190 to Rs 200 per 
quintal with effect from the 
midnight of April 30/May I, 
1972. The new tariff value will 
apply only to sugar which is 
sold in the free market. The 
sugar delivered to and lifted 
by the government for distri¬ 
bution to domestic consumers 
at fair prices or for meeting 
other emergent needs will con¬ 
tinue to be assessed on the 
basis of a value of Rs 135 per 
quintal. 

Fall in Production : Large- 
scale diversion of sugar-cane 
and a bad crop in the northern 
belt brought down production 
in sugar mills in the season 
that ended with March, accord¬ 
ing to the Indian Sugar Mills 
Association. 

Though the mills offered Rs 
10.13 a quintal, sugar cane 
growers were attracted by the 
gur and khandsari manufae- 


ordinary dated April 24, 1972 
amended the schedule of fee* 
payable under the Componie! 
Act, 1956, for filing returns, 
documents, etc, with the Re¬ 
gistrar of Companies for mak¬ 
ing applications for obtaining 
the approval, sanction, condo¬ 
nation of the central govern¬ 
ment and for filing appeals 
before the central government 
under Section 111(4A) of the 
Companies Act, 1956. 

The new rates of fees took 
effect from May 1, 1972 and 
all returns, documents, etc. 
filed with the Registrar of 
Companies or applications, ap¬ 
peals, etc. preferred before the 
central government on and 
after that date should be 
accompanied with the fees as 
are payable as per the new 
rates. 

Summary Assessments 

The Finance Minister, Mr 
Y.B. Chavan, told Income-Tax 
Commissioners, gathered in 
the capital for their annual 
conference, that they should 
take vigorous and effective 
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to combat tax evasion, 
be conference discussed the 
itire gamut of tax administra- 
>n. The topics for discussion 
Juded the Wanchoo Com* 
littee’s report, steps for com- 
ating tax evasion and strong* 
sing the enforcement machi- 
yr, building up proper exper- 
on prosecution, introduc* 
of permanent account 
umbers to each tax-payer and 
luction of tax arrears. 


Referring to the problem 
tax arrears, the Finance 
sister said it was gratifying 
at the arrears brought for- 
on April 1, 1971, had 
reduced by about Rs 250 
during 1971-72. The 
department' should, however, 
lake timely steps to enforce the 
Collectible demands. Coercive 
sjteps should be taken, if neccs- 
|uy, to collect taxes from 
affluent defaulters like film arri¬ 
ves. 


>5 

f The conference decided that 
;he bulk of the tax returns 
hould be brought within the 
jicheme of summary assess¬ 
ments. These assessments are 
completed pn the basis of the 
Returns filed by the tax-payers 
without requiring them to 
appear before Income-Tax 
Officers. The conference also 
noted that the scheme of sum¬ 
mary assessments could be 
effective only if it was accom¬ 
panied by the full vigour of 
penal provisions in cases of 
ftax frauds. It was decided to 
pick up a small percentage of 
cases for detailed scrutiny; if 
any fraud was detected, the tax¬ 
payers would be prosecuted. 
The powers of search and 
seizure under the tax laws will 
also be increasingly used to 
unearth concealment of income 
and wealth. 


The allotment of a permanent 
account number to each tax¬ 
payer throughout the country 
;will be completed by the 
; beginning of next month. This 
will help link up all papers 
relating to a particular tax¬ 
payer and thus ensure proper 
maintenance of records. 


tion will be centfalised with 
selected income tgg officers in 
Commissioners’ charge. These 
cases involve fahdy compli¬ 
cated issues and are important 
from the revenue point of 
view. The conference decided 
to increase the strength of tax 
recovery officers in order to 
tackle the problem of tax 
arrears more effectively. 

Sillimanite 

In pursuance of the declared 
policy of the government to 
extend the role of the public 
sector in the export trade of 
the country, it has been decid¬ 
ed to canalise the export of 
sillimanite of all grades and 
varieties through the Minerals 
and Metals Trading Corpora¬ 
tion of India Ltd, New Delhi, 
with effect from April 29, 
1972. Sillimanite is an impor¬ 
tant mineral used in the pro¬ 
duction of special purpose re¬ 
fractories. 

White Oils 

A process for the manufac¬ 
ture of white oils has been 
developed at Indian Institute 
of Petroleum, Dchradun. The 
process is available with the 
National Research Develop¬ 
ment Corporation for market¬ 
ing. 

Improvement of Slums 

The Ministry of Works & 
Housing has sanctioned Rs 
17.63 lakhs to Bombay and 
Hyderabad under the newly 
introduced central scheme for 
environmental improvement 
in slum areas. Bombay will 
get Rs eight lakhs to carry out 
improvements in 31 slums in 
the city, the total cost of which 
is expected to be Rs 31.04 
lakhs. Hyderabad will receive 
Rs 9.63 lakhs out of Rs 38.42 
lakhs for three schemes in 
1 fyderabad/Secunderabad. 

Environmental improvements 
to slums normally consist of 
providing water supply includ¬ 
ing drinking water taps, sew¬ 
ers, storm water drains, com¬ 
munity baths and latrines, 

• j_•_.j_!_ e _ 


Cases of foreigners, foreign 
enterprises and Indian enter¬ 
prises having foreign collabora- 


lanes and street lighting. Only 
such slum areas wll be selected 
where water, electricity and 


sewer mains are available on 
their periphery. Initially 11 
cities having population of 
over eight lakhs have been 
selected. They are Calcutta, 
Greater Bombay, Delhi, 
Madras, Hyderabad, Ahmeda- 
bad, Bangalore, Kanpur, 
Poona, Nagpur and Lucknow. 

Escorts Tractors 

Escorts Tractors Ltd is the 
recipient of a loan of Rs 90 
lakhs from the USA. The loan 
agreement was signed in the 
capital on May 4, by Mr How¬ 
ard E. Houston, Minister- 
Director, United States Agency 
for International Develop¬ 
ment (USAID), and Messrs 
Rajan Nanda, Managing 
Director, and C. K. Hazan, 
Director, of Escorts Tractors 
Ltd. 

Escorts Tractors Ltd is an 
affiliate of the Ford Motor 
Company of the United States. 
Its Rs 10-crore tractor plant, 
located at Faridabad in Har¬ 
yana, will be completed in 
three 12-month phases by 1973. 
With the completion of the first 
stage last year, the first Ford 
tractors rolled oil the assembly 
line. 

As much as 50 per cent of the 
value of the tractor is now 
accounted for by parts produc¬ 
ed in India. Eventually, almost 
all tractor components will be 
made in India. Only a few 
sophisticated components not 
produced in the country will 
be imported. 

The Escorts tractor project 
which will be capable of pro¬ 
ducing 6,000 units a year, will 
ultimately help this country 
save as much as Rs 15 crores in 
foreign exchange every year. 

The loan has been received 
from the sales proceeds of 
agricultural commodities sup¬ 
plied to India under the US 
Public Law 480 (Food for 
Peace) Programme. 

TV Stations 

Information and Broad¬ 
casting Minister Mrs Nandini 
Satpathy stated in the Parlia¬ 
ment recently that the govern¬ 
ment had planned to set up 
television stations in all the 


state capitals in the next few 
yean. She said the Bombay 
television station was expected 
to be commissioned in Octo¬ 
ber? J972, and the Calcutta 
TV station in March 1974. 
She further said that the cove¬ 
rage of the Bombay station, 
including that of the relay sta¬ 
tion at Poona, would be 36,500 
square kilometres. The Cal¬ 
cutta station would serve peo¬ 
ple in 18,000 square-kilometre 
area. 

India-USSR Air Services 

Talks between India and 
USSR on civil aviation matters 
concluded in the capital on 
April 26, with the signing of 
protocol on development of air 
services between the two coun¬ 
tries. The national air carrier 
of the USSR, Aeroflot, is at 
present operating three flights 
a week via Delhi and one via 
Calcutta with traffic rights and 
one transit service. Air India 
operates two flights per week 
via Moscow. Air India and 
Aeroflot are operating flights 
under a revenue pooling agree¬ 
ment, whereby all revenues ear¬ 
ned by the two airlines from 
the carriage of direct passen¬ 
gers, cargo and excess baggage 
between India and USSR are 
pooled in accordance with ave¬ 
rage tarffs agreed between the 
airlines. 

Indo-Soviet Trade 

India’s demands for increas¬ 
ed supplies of fertilizers, non- 
ferrous metals and newsprints 
have been met in the Indo- 
Soviet trade protocol for 1972. 
The Foreign Trade Ministers 
of the two countries, Mr L.N. 
Mishra and Mr Nikolai Patoli- 
chev, signed the document 
in Moscow on May 5. The pro¬ 
tocol envisages sale of up to 
Rs five crores worth of Soviet 
tractors to India as a prelude 
to co-operation in building 
Indian capacities in tractor 
manufacture. 

Both countries have agreed 
to set up a joint committee of 
the two ministers and officials 
to further expand trade. This 
year’s target is Rs 500 crores 
with the turnover expected to 
exceed the 1970 volume by 30 
per cent. Zinc and copper are 
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among itetf&;IndiA wiU get in 
large quanfSies thisyear.The 
copper quftta has hash in¬ 
creased neatly four-fold—from 
400 to 1,500 tons. The news¬ 
print quota exceeds 50,000 
tons. The Soviet Union will 
also supply over 200,000 tons 
of fertilizers. Yet another item 
included in the protocol is 
kerosene, of which the Soviet 
Union will supply 500,000 
tons. 

India will increase consumer 
items in its exports to the 
Soviet Union, including gar¬ 
ments, hosiery and cosmetics. 
The value of cosmetics alone is 
to be over Rs eight crores. In¬ 
dustrial items in the list include 
garage equipment, accumula¬ 
tors, power cables, wire ropes, 
chemicals and paints. 

Gold-Doliar Parity 

The US Treasury has offi¬ 
cially notified the International 
Monetary Fund regarding the 
new parity of $38 an ounce. 
The new parity which is higher 
by three dollars was rectified 
by Congress in March this year 
following December’s interna¬ 
tional monetary agreement. 
The new rate came into force 
on May 8, 1972. 

Vanaspati Prices 

Prices of vanaspati have been 
reduced by 10 paise per kg. 
in all the zones in view of the 
fall in the prices of groundnut 
oil in recent weeks. These re¬ 
ductions have been effected 
alter adjusting the increase in 
packing costs. The revised 
prices will take effect from 
May 8. 

According to a press note the 
maximum retail prices of vanas- 
pati will be as follows: 


SISMA Oppaaas 
Price Control 

The Vice-President of South 
Indian Sugar Mills Association, 
Mr P. Maruthat Pillai, told 
newsmen here recently that 
his association was strongly 
opposed to the demand of 
some sections of the sugar in¬ 
dustry in UP and Bihar for 
the control of sugar prices in 
the southern region, including 
Maharashtra, and lifting of the 
control on north Indian mills. 
No doubt, the north Indian su¬ 
gar industry’s cost of produ¬ 
ction, he said, had been ad¬ 
versely affected by the short 
duration of the season and the 
competition for cane supplies 
from gur and khandsari manu¬ 
facturers. The correct.way of 
alleviating its distress was to 
provide some concession in ex¬ 
cise duty. The imposition of 
price control on the produc¬ 
tion of a section of the indu-, 
stry, he pointed out, would 
not only be discriminatory but 
would also lead to a setback to 
this section’s production. He 
wanted a uniform policy for the 
entire industry. He, however, 
did not have any objection to 
fiscal relief being provided to 
those units which suffered from 
special disadvantages. 

Quality Control 

Over 100 new items were 
brought under the Compulsory 
Quality Control and Pre¬ 
shipment Inspection Scheme 
during 1971-72. These items in¬ 
clude: transmission line towers, 
aluminium chloride, barium 
chloride, calcium carbonate, 
potassium permangnatc, zinc 
sulphate, a number of jute pro¬ 
ducts, coriander, frozen lob¬ 
ster tails etc. More than 570 
items have been brought under 
this scheme since the incep¬ 


[Zone 

16.5 

Kg 

Rs 

4.0 

Rs 

2.0 

% 

Loose 
per kg 
Rs 

North 

80.96 

21.64 

11.34 

4.91 

South 

79.90 

21.38 

11.21 

4.84 

East 

81.35 

21.74 

11.38 

4.93 

West 

79.78 

21.35 

11.19 

4.84 


tion of the Export Inspection 
Council, some eight years 
back. 

The Council, which met in 
the capital on May 5, under 
the chairmanship of Mr V. 
Shankar, reviewed various sc¬ 
hemes of Compulsory Quality 
Control and Pm-shipment 
Inspection under operation. 
It was disclosed that the 
government of India has ap¬ 
proved a scheme, rccommened 
by the Council, for assaying 
of articles and jewellery made 
of gold. This scheme, which is 
likely to come into force from 
July 1,1972, contemplates hall¬ 
marking of gold articles indica¬ 
ting the purity of gold on the 
pattern being followed in the 
UK. 

The Members of the Council 
were informed that arrange¬ 
ments have already been initiat¬ 
ed by the Council to enable the 
fish exporters to meet the re¬ 
quirements laid down under 
the proposed US Fish Inspec¬ 
tion Bill. This envisages strict 
bacteriological standards and 
sanitary and hygienic condi¬ 
tions in fish processing units. 

Gratuity Law 

A higher ceiling on the 
amount of gratuity payable to 
industrial employees and more 
stringent penalties for employ¬ 
ers who fail to pay gratuities 
arc among the major recom¬ 
mendations of the Lok Sabha 
Select Committee on the Pay¬ 
ment of Gratuity Bill. The 
committee has, however, sug¬ 
gested that an opportunity 
should be given to the employer 
to prove before a court that the 
gratuity rule was contravened 
without his knowledge, consent 
or connivance, and that he 
“used due diligence on his part 
to enforce the Act.” The bill 
provides for a gratuity pay¬ 
ment system for employees of 
factories, mines, plantations, 
oil-fields, ports, shops and 
other establishments. 

To provide an incentive to 
employees to work beyond 
30 years of service, the com¬ 
mittee has urged that the ceil¬ 
ing on the amount of gratuity 
payable to an employee should 
be raised from 15 months' 
wages to 20 months’ wages. 


Th; commlltej lu> held that 
gratuity should bs forfeifed 
if an employe; is dismiss; J for 
an offence involving moral tur¬ 
pitude, providid that the act: 
constituting such an offence is! 
committed in the course of his<$j 
employment. 

While ruling that periods of 
illegal strikes should not county 
as part of continuous service,',' 
the committee has held thar-, 
“lay off” periods should bei, 
considered as part of conti- ■ 
nuous service. For persons em¬ 
ployed in seasonal work, the-' 
committee has suggested that 
employment for 75 per cent ol ; 
the working days at an esta¬ 
blishment during a season 
should be deemed equivalent 
to continuous service. The 
qualifying period of five’years’ 
service has been endorsed as 
minimum for gratuity payment. 
But the committee has held that 
there should be no minimum 
qualifying period in cases where 
an employees’ service is ter¬ 
minated by death or any dis¬ 
ablement because of an acci¬ 
dent or disease, as against the 
limitation of the provisio to 
‘total disablement’ in the 
original bill. 

Names in the News 

Air Marshal Y V. Malse, 
Air Officer-in-charge of Main¬ 
tenance at Air Headquarters, 
has been appointed Deputy 
Chief of the Air Staff in place 
of Air Marshal H.N. Chattcr- 
jee who retired in March. Air 
Marshal Yeshwant Vinayok 
Malse (50) will be in charge of 
Air Force operations. He joined 
the Air Force in 1940 and saw 
action during the Second World 
War in Burma. He was a 
member of the high-powered 
joint planning committee set 
up to draw a blueprint for the 
country’s defence requirements 
after the Chinese operations in 
1962. In 1964 he took over as 
Air Officer Commanding-in- 
Chief, Eastern Command. He 
was made Air Marshal' in 
August, 1969. He is a winner of 
the Param Vishisht Seva 
Medal. 

* 

The International Develop¬ 
ment Research Centre, Ottawa, 
has announced the award of 
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Research Fellowship to Pro¬ 
fessor MX. Dutwils, chair* 
aao of the Department of 
Economics at the University of 
tombay. Professor Dantwala 
vlll spend his tenure as research 
fellow, which begins in July 
his year, in undertaking a 
tudy “In Search of a Better 
Jnderstanding of the Pro¬ 
blems of Poverty in Rural 
India". Together with one or 
Iwo other senior scholars, Mr 
jDantwala plans to study at all 
levels from the Secretariat in 
New Delhi to the villagers who 
pre supposed to have bene¬ 
fited. 

5 * 

s Mr Kisan Mehta, 45, who 
heads the Indian business of 
'Coca-Cola' has been appoin¬ 
ted Vice President and Area 
Manager. Mr Mehta is the 
first Asian to be named Vice 
{president of this global com¬ 
ply- 


Mr James Sarngd Raj took 
over the chairmanship of Unit 
Trust of India (UTT from Mr 
R.S. Bhatt on May 2, 1972. 
Mr Raj, who has been the 
Managing Director of the In¬ 
dustrial Investment Trust Ltd, 
will be full time chairman of 
UTI. 

* 

With effect from May I, 
1972, four new Trusttecs have 
been appointed by the Reserve 
Bank of India on the Board 
of Trustees of the UTI under 
Section 10 (b) of the Unit 
Trust of India Act, 1963. Their 
names are: Dr V.V. Bhatt 
General Manager, industrial 
Development Bank of India; 
Mr V.G. Rajadhyaksha, Chair¬ 
man, Hindustan Lever Ltd; 
Mr M.V. Arunachalum, Manag¬ 
ing Director, Carborandum 
Universal Ltd; and Mr C.P. 
Mukherjcc, Senior Partner. 

P.K. Mitra & Co. 

* 


The following were elected 
office bearers of the Public 
Relations Society of India (No¬ 
tional Councip at the Annual 
General Meeting held recently 
at Bangalore: President — 
Mr Gran Haksar (Easun); Vice- 
President — Mr Sanat Lahirt 
(Dunlop). 

Mr Kamalaayan Bajaj, 
Congress leader and industria¬ 
list, died in Ahmedabad on 
May 1, after a heart attack. He 
was 60. He was son of Mr 
Jamnalal Bajaj, an associ¬ 
ate of Mahatma Gandhi. He 
was associated with the Bajaj 
Electricals, Bajaj Auto, Mu- 
kand Iron and Steel Works 

and Batala Engineering Works. 
* 

The Congress president, Mr 
D. Sanjivayya, died on May 
7, at his residence in the capi¬ 
tal, following a heart attack. 
He was 51. In 1953, he became 
Minister for Planning, Labour 


and Public Health in the An¬ 
dhra Cabinet under . Mr T. 
Prakasam. Later he was Minis¬ 
ter* for Transport, Taxes, Law 
and Co-operation under 
B. Gopala Reddy. From 1956 
to 1960 he was Minister for Co¬ 
operation, Social Welfare and 
Religious Endowments under 
Mr N. Sanjiva Reddy. He 
became the Chief Minister of 
Andhra Pradesh and continued 
in that post till March 12,1962. 
He was Congress President 
from June 6, 1963 to January 
6, 1964. On January 24,1964, 
he was sworn in as the youngest 
member in the central Cabinet 
incharge of Labour and Em¬ 
ployment. He was Minister for 
Industry in Mrs Indira Gandhi's 
Cabinet in January 1966. On 
Feb., 18,1970, he was sworn in 
as Minister for Labour and 
Rehabilitation. After the mid¬ 
term poll to the Lok Sabha last 
year, nc succeeded Mr Jagjivan 
Ram as Congress President. 


MY PRODUCTS ARE OFF 

ON A WORLD TOUR... 

THANKS TO 

CHARTERED BANK 



/.‘.and the Bank has been helping them on their 
way for quite some time now. They are thoro¬ 
ughly conversant with all aspects of the com¬ 
plex business of exporting. Add to that their 
efficient handling of export documents, and you 
can imagine how much help they have been to 
me since my first ventures into world markets 
These services are available in more than thirty 
major centres all over the world. 



The Chartered Bank 


AMRITSAR. BOMBAY. CALCUTTA.CALICUl 
COCHIN. DELHI. KANPUR. MADRAS. 

NEW DELHI. SAMBHAJI. 
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AFFAIRS 


Bharat Commerce 

Bharat Commerce and Indus¬ 
tries Ltd has suffered a slight 
setback in its working during 
the year ended December 31, 
1971, with sales declining from 
Rs 19.17 crores to Rs 18.50 
crores and gross profit moving 
down to Rs 69.75 lakhs from 
Rs 155.35 lakhs in 1970. Acute 
shortage of raw materials, sta- 

E le fibre in particular, has 
ampered the operations of the 
company during the year. The 
situation became almost critical 
when the supply was completely 
stopped due to the closure of 
the wood pulp plant of the 
largest manufacturer of staple 
fibre in the country. This led 
naturally to under-utilisation of 
capacity in all the four plants. 
Apart from dearth of essential 
raw materials, other factors 
such as sluggishness in the off¬ 
take of blended fabrics and 
escalation in costs of produc¬ 
tion and wages over which the 
company had no control have 
also affected adversely the 
working of the company dur¬ 
ing the year. However with the 
easier availability of staple fibre 
and polyester fibre and diver¬ 
sion of part of the plant capa¬ 
city on cotton spinning and a 
slightly encouraging trend in 
the off-take of products, a 
distinct improvement in sales 
and profits is expected during 
the current year. 

Despite the steep fall in pro¬ 
fits the directors have main¬ 
tained the equity dividend at 12 
per cent. Out of the gross pro¬ 
fit, a sum of Rs 53.29 lakhs was 
set apart to depreciation re¬ 
serve as against Rs 54.03 lakhs 
in 1970 while the allocation to 
development Tebate reserve was 
enhanced by Rs 0.73 lakh to 
Rs 4.73 lakhs. An amount of 
Rs 4.99 lakhs was provided for 
gratuity as against Rs 26.74 
lakhs in 1970 while directors’ 


remuneration absorbed Rs 
80,731 as compared to Rs 1.39 
lakhs in the preceding year. No 
allocation has been made for 
taxation as against Rs 37.00 
lakhs earmarked in 1970. This 
leaves a profit of Rs 5.94 lakhs 
as compared to Rs 32.19 lakhs 
in the previous year. With the 
addition to excess provision for 
taxation written back of Rs 
1.43 lakhs, the amount avail¬ 
able for appropriation comes to 
Rs 7.37 lakhs which has been 
transferred to general reserve 
out of which dividends—equity 
and preference—amounting Rs 
22.56 lakhs will be paid. 

Hindalco 

Aluminium as a power-inten¬ 
sive industry is heavily depen¬ 
dent on an uninterrupted sup¬ 
ply of power for its successful 
operations. Hindustan Alumi¬ 
nium Corporation’s produc¬ 
tion, for instance, would have 
easily crossed the 80,000-ton¬ 
ne mark but for the 25 per 
cent power cut enforced by the 
UP State Electricity Board 
(UPSEB) during Jan.-June 
1971. The uncertain po¬ 
wer supply position, aggrava¬ 
ted off and on by the arbitrary 
power cuts imposed by the 
UPSEB under the pretext of 
inadequate rainfall and the 
consequent imposition of ex¬ 
orbitant tariffs for the re¬ 
duced power supplied, is caus¬ 
ing very much embarrassment 
to the company as disruption in 
power supply is leading to dis¬ 
location of production sche¬ 
dules and consequent loss of 
revenue. The management, 
the directors stress in their 
annual report, is contesting 
such unjustifiable and way¬ 
ward actions of the UPSEB 
as being against the specific 
provisions of the long-term 
agreement entered into by the 
two parties; Though it was 


mutually agreed upon to refer 
the matter to arbitration the 
UPSEB, strange to say, has 
issued a notice threatening to 
cut the power supply. The un- 
unreasonable attitude and 
militant posture of the UPSEB 
has compelled the management 
to move a writ petition in the 
high court and obtained a 
court order staying such ac¬ 
tion by the UPSEB. The mat¬ 
ter, according to the directors’ 
report, is pending before the 
Allahabad High Court. The 
UPSEB has also refused to re¬ 
new the agreement which pro¬ 
vides for the supply of addi¬ 
tional power in the case of an 
emergency and shutdown of 
any of the Renusagar thermal 
units for repairs. In this case 
too the management had to 
move the matter to the court to 
obtain an interim order to the 
continuance of power supply. 
As aluminium industry has 
gained national importance, it 
is desirable that an amicable 
settlement is reached between 
the UPSEB and the company 
for in the absence of an assured 
supply of power the vastly ex¬ 
panded capacity built up at a 
great cost cannot be effectively 
utilised. 

Escorts 

Impressive rise in sales, 
handsome increase in reserves, 
and further diversification in 
production range are some of 
the creditable achievements of 
Escorts Ltd during the year 
ended December 31, 1971. 
Sales continued to advance at 
an accelerated pace and a new 
record was set up during the 
year with the crossing of Rs 
40-crore mark thereby excelling 
its performance in the previous 
year by as much as Rs 1.12 
crores. The contribution of 
tractors towards sales volume 
was quite significant. Although 


the company succeeded 
selling 8994 units, tractor sal 
would have been appreciab 
higher but for the imports < 
fully built-up tractors author 
sed by the government whic 
forced the company to curti^ 
production. However with tf; 
price increase on tractors allo\' 
ed by the government in Fel, 
ruary 1972, the company w; 
able to effect marked improvj 
ments in product range ar 
launch a new tractor — Esco 
3036 — with water-cooled ci 
gine and with the addition < 
several new features. It is hear 
ening to note that the con 
pany's all other product lint 
too have maintained their ui 
interrupted record in progre 
both in sales and profitabilit. 
Further with the introductic 
in the near future of a ne 
sports model of Rajdoot moto 
cycle, a significant step up i 
production of scooters and wit 
the rising demand for yellov 
line industrial equipment, lo: 
ders and tuggers, in particula 
an encouraging rise in tumovi 
and profits is expected durir 
the current year. The compar 
has earned a profit of Rs 70.9 
lakhs as compared to Rs 101.7 
lakhs in 1970. The profit hi 
been arrived at after providin 
Rs 90.42 lakhs to depreciatioi 
Rs 66 lakhs to taxation and R 
120.01 lakhs towards intere: 
charges as against Rs 92.1 
lakhs, Rs 77 lakhs and R 
73.96 lakhs provided respet 
tively in the preceding ycai 
The directors have recommenc 
ed a dividend of 11 per cent o 
equity shares. It is expecie 
that a part of the dividend wi 
be free of tax under Section 8 
of the Income-Tax Act. Th 
will absorb Rs 45.69 lakh; 
After payment of this dividen 
the general reserves woul 
stand at Rs 173.01 lakhs. 

Hindustan Lever 

The directors of Hindusta 
Lever Ltd have proposed 
higher final equity dividend ( 
nine per cent for the year ende 
December 31, 1971 as again 
eight per cent paid for 197< 
With the interim dividend tf 
total distribution for 197 
comes to 15 per cent as again 
14 per cent declared /or tf 
previous year. The company 
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?jpt profit, which suffered a 
iarp setback in 1970 owing 
substantial increase in raw 
Material costs, has recovered 
Rs 2.75 crorcs from Rs 
39 crores in 1970. The profit 
arrived at after making pro- 
fsions for capital expenditure 
i scientific research, transfer to 
bvelopment rebate reserve and 
xation. The company's sales 
>ared to Rs 134 crores from 
;s 119 crores in 1970, while 
earnings from exports im- 
oved by Rs 74 lakhs to Rs 
52 crores. The results for 
ie current year will depend 
nifkantly upon the outcome 
discussion with the govern¬ 
ment in regard to prices of pro- 
icts which-are subject to price 
ntrol. 

nfield India 

i| Enfield India Ltd has re- 
iprted significant improve¬ 
ments in sales and profits dur- 
Jg the year ended December 
j, 1971. With a good demand 
;>r motorcycles and a pick-up 
i the offtake of agro-industrial 
ngines, there was a smart rise 
f k turnover to Rs 7.29 crores 
)om Rs 6.41 crorcs in 1970. 
f <he output of motorcycles 
‘as higher at 10,954 units as 
gainst 10,408 and the turnover 
i this division increased to 
;s 5.27 crores from Rs 4.93 
rores. A further increase in 
iroduction and turnover is ex- 
ected during the year. Fn- 
•buraged by the working results 
irectors have recommended a 
igher equity dividend of 12 
er cent as against 10 per cent 
aid in the previous year. 

Out of the gross profit a sum 
if Rs 20.91 lakhs was set aside 
x depreciation and Rs 3.65 
ikhs for development rebate 
sserve as against Rs 20.26 
*khs and Rs^3'. 10 lakhs pro- 
ided respectively in 1970. 
•here is no liability towards 
kxation as before while general 
pserve was allotted with Rs 
.50 lakhs as compared to Rs 
jine lakhs in the preceding year, 
i sum of Rs 3.45 lakhs has 
>een earmarked for payment 
jf bonus relating to previous 
ears as against no provision 
11970. 

j The company is launching 


on a ambitious expansion pro¬ 
gramme and it has already re¬ 
ceived the government’s sanc¬ 
tion for enhancing the capacity 
from the existing level of 11,000 
vehicles to 30,000 vehicles. It 
is proposed to expand the capa¬ 
city of the Tiruvottiyur fac¬ 
tory, near Madras, to 16,000 
units from 11,000 units by 
installing balancing equipment. 
A loan of Rs 30 lakhs has been 
obtained from the Industrial 
Finance Corporation. The 
remaining capacity of 14,000 
motorcycles will be taken up 
at the new factory under const¬ 
ruction at Anaikaraipatki 
in Ramanathapuram district, 
Tamil Nadu. This site has 
been selected in order to take 
advantage of the concessions 
granted by central and stale 
governments for starting the 
venture in a backward area. 
It is expected that the Rama¬ 
nathapuram unit alone will 
be able to increase the turn¬ 
over up to Rs four crores when 
in full production. Financial 
arrangements for implementing 
these schemes have been suc¬ 
cessfully completed. 

News and Notes 

Expansion aid Diversifications 

Kothari Sugars and Chemicals 

Ltd has received a licence for 
setting up a new sugar factory 
in Siruguppa, Bellary district, 
Mysore state, with a crushing 
capacity of 1500 to 2000 tons 
per day. Contract for purchase 
of land, machinery and erection 
of building have been placed 
and the factory is expected to 
go into production in October- 
November 1973. The cost of 
the project is in the region of 
Rs 3.6 crorcs and it will be 
financed through the share 
capital Rs 80 Jakhs while the 
balance of Rs 280 lakhs will 
be raised from internal sources 
and by way of borrowings 
from banks and financial insti¬ 
tutions. The directors have 
decided to issue right equity 
shares at par to the existing 
shareholders in the ratio of 
one share for every equity share 
held and such of those shares 
as are not taken by the existing 
shareholders will be offered to 
others. As a majority of the 
new licences are given to the 


co-operative sector, only very 
few factories are currently 
being established in the cor¬ 
porate sector. Hence such of 
those factories as Kothari 
which have been able to get 
licence should have very good 
prospects. The company has 
also other plans for putting up 
a distillery and other chemical 
manufactures, in course of time 
which should add to the diversi¬ 
fication of production and in¬ 
crease the profitability of the 
company. 

Poison Ltd is planning to di¬ 
versity its lines of manufacture. 
A beginning has already been 
made with the acquisition of 
controlling interest in Amba 
Tannin and Pharmaceuticals 
Ltd of Kolhapur. The com¬ 
pany, which has become a sub¬ 
sidiary of Poison from January 
1972, is engaged in the manu¬ 
facture of tannin powder from 
myrobalam fruit which is 
used for curing and preserving 
leather and as an anti-corro¬ 
sive to prevent the formation 
of scales in boiler tubes. This 
factory which was set up in 
1950 at Amba is one of the 
three units manufacturing 
tannin in the country. The 
three units are unable to 
meet the country's needs and 
hence about Rs 4.5 crores are 
spent on importing this com¬ 
modity. Poison expects that 
Amba Tannin will now be able 
to expand its operations on a 
fairly large scale so as to meet 
the local demand. 

New Ventures 

Kothari (Madras) Ltd which 
has been formed by the merger 
of three plantation companies, 
namely Blue Mountain Estate 
and Industries Ltd, Waterfall 
Estate Ltd and Balmadies Plan¬ 
tations Ltd and two textile 
units namely Kothari Textiles 
Ltd (Mills Nos I and II) and 
Adoni Spinning & Weaving 
Company Ltd, is now venturing 
into new fields of manufacture. 
The company has already re¬ 
ceived a licence for manufac¬ 
turing a wide range of electro¬ 
nic components and it has also 
plans to set up a unit for the 
manufacture of automobile 
batteries including industrial 
train lighting cells and nickel- 


cadmium batteries in collabo¬ 
ration with a German firm for 
which it has received a letter 
of ftitfnt. There is also a pro¬ 
posal to go in for the manufac¬ 
ture of various plastic items 
such as rigid PVC pipes, films, 
containers and heavy duty bags 
of various specifications as also 
calendered plastic materials 
and printed plastic mate¬ 
rials. Besides, the company 
has plans to promote a project 
jointly with the Gujarat Indust¬ 
rial Investment Corporation 
Ltd (GIIC) which holds a letter 
of intent for the manufacture 
of truck and automobile tyres. 
All the four projects will be 
located at Baroda. The cost 
of electronics project is esti¬ 
mated at Rs 50 to 100 lakhs 
and that of the battery under¬ 
taking at about Rstwo crores 
and plastics venture at Rs two 
lo three crores. The capital 
outlay on the tyre project is 
placed around Rs 14 crores. 

The total turnover of the 
company is of the order of Rs 
16 crores and the profit is 
about 90 lakhs. An interim 
dividend of 10 per cent has 
been declared for the current 
year and the directors hope to 
pay a final dividend of 10 per 
cent for the year ending August 
31, 1972. The management 
hopes to pay a dividend of 10 
per cent on the increased capi¬ 
tal in the immediate future. 

Graphite India Limited is 
setting up a factory at Banga¬ 
lore at a cost of Rs four crores 
for the manufacture of graphite 
electrodes, anodes and other 
graphite products. To finance 
this project it is proposed to 
issue new equity shares at par 
for Rs 25.84 lakhs. Converti¬ 
ble debentures for Rs 1.20 
crores carrying an interest of 
8.5 per cent will also be offered 
for being taken up by institu¬ 
tional investors. The terms of 
the issue of debentures include 
an option to convert 20 per cent 
of the face value of each deben¬ 
ture into equity shares. A 
loan of Rs 88.70 lakhs also 
will be obtained from ICICI to 
meet the cost of imported 
equipment. 

S.R.P. Tools Ltd has entered 
a new era with the signing of a 
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collaboration agreement with 
Mitsubishi <; Heavy Industries 
Ltd: Under this collaboration, 
technical know-how from Mit¬ 
subishi Industries will be avail¬ 
able for manufacturing solid 
hobs pinion type gear shaper 
cutters, broaches and shaving 
cutters of all dimensions. Mit¬ 
subishi is a pioneer in this 
field and S.R.P. Tools will 
have the proud privilege of 
being the first unit to undertake 
the manufacture of these tools 
in the country. 

Joint Venture 

The Textile Machinery Cor¬ 
poration (Texmaco)has bagged 
an order worth Rs 2.5 crores 
against global competition for 
the fabrication, supply, and 
erection of steel works and 
cladding to Malaysia. Texma- 
co, it is significant to note, had 
qnoted four per cent lower than 
Hitachi of Japan and two per 
lower than a Malaysian firm. 

New Issues 

Punjab Tractors Ltd, a new 
venture in the joint sector, will 
soon be approaching the capi¬ 
tal market with an issue of 
Rs 93.30 lakhs consisting of 
6.33,000 equity shares of Rs 
10 each and 30,000 cumulative 
redeemable preference shares 
of Rs 100 each. The company, 
which has been promoted by 
the Punjab State Industrial 
Development Corporation, is 
setting up a project for the 
manufacture of‘Swaraj’ 20 and 
30 HP tractors at Mohali, 
near Chandigarh. The ‘Swaraj’ 
it is claimed will be the first 
tractor to be made with entire¬ 
ly indigenous technology de¬ 
veloped by the Central Me¬ 
chanical Engineering Research 
Institute to meet local fanning 
conditions. The installed 
capacity in the first phase will 
be 3000 tractors and it will 
be raised subsequently to 
12,000 tractors. Construction 
work has already commenced 
and the first tractor will be 
rolled out of the assembly 
lines in the first quarter of 
1973. The cost of the project 
is estimated at Rs 3.70 crores. 

Jofindra Steel and Tabes will 
soon be in the market to raise 


about Rs 40 lakhs in equity 
and preference shares to meet 
a part of the cost of its Rs one- 
crore project for the manufac¬ 
ture of steel tubes and pipes. 
The company has set up a most 
modern tube mill at Faridabad 
with an annual capacity of 
46,000 tonnes and it nas built- 
in capacity for further expan¬ 
sion. The first stage of the 
factory has been completed and 
the company has already com¬ 
menced production of tubes 
and pipes of sizes ranging from 
1.25 to 6 inches. In order to 
complete the range of all sizes, 
the company is putting up an¬ 
other mill for the manufacture 
of tubes and pipes ranging 
from 0.5 to 2.5 inches. The 
cost of the project is proposed 
to be met by tne share capital 
of Rs 50 lakhs made up of Rs 
37.5 lakhs in equity shares of 
Rs 10 each and Rs 12.5 lakhs 
in 9.5 per cent cumulative re¬ 
deemable preference shares of 
Rs 100 each, a long-term 
Joan of Rs 48 lakhs from IFC 
and Rs two lakhs from internal 
sources. 

Rathi Ispat is offering 
200,000 equity shares of Rs 10 
each and 5,000 (9.5 per cent) 
cumulative redeemable pre¬ 
ference shares of Rs 100 each 
at par to the public for subs¬ 
cription. The proceeds of the 
issue will provide a part of the 
finance required for installing 
a second ten-tonne steel melt¬ 
ing electric arc furnace at its 
factory at Ghaziabad, the first 
ten-tonne electric, arc furnace 
being commissioned in Sep¬ 
tember 1971. The delivery of 
the second furnace has started 
and it is expected to be on 
stream sometime next month. 
The cost of the project is esti¬ 
mated at about Rs 130 lakhs. 
The results of operation of the 
plant since September 1971 are 
quite encouraging and the di¬ 
rectors are hopeful that the 
company will be in a position to 
declare a dividend from the 
very first year of its operations. 

Jay Electric Wire Corpora¬ 
tion, is setting up a tungsten 
and wire project at Bangalore 
in technical collaboration with 
Westinghouse Electric Corpo¬ 
ration of the'USA. The plant 
will have an annual capacity 


of 60 million metres of tungsten 
wire and 30 million pieces of 
tungsten coiled coil filaments. 
To raise resources for financ¬ 
ing a part of this Rs 85-lakh 
project the company will soon 
be in the market with a public 
issue of Rs 35 lakhs in equity 
shares of Rs 10 each. If all 
goes well the plant is expected 
to be on stream within six to 
eight months. 

In Brief 

Voltas Ltd has received the 
consent of the Controller of 
Capital Issues for the issue of 
rights shares in the ratio of 
one new share for every five 
shares held at a premium of 
Rs 50 a share. 

Tube Invesments of India 
propose to issue debentures of 
Rs 1,000 each carrying an inte¬ 
rest of 8.5 per cent for a total 
amount of Rs onecrore. These 


debentures will be placed pri' 
vately with the institutional 
investors. The company has! 
under active consideration the; 
installation of a thrid tube mill! 
at its factory at Avadi. With [, 
this, ths factory would bo;< 
reaching the licensed capacity , 

Company Mooting 

The annual general meeting : 
of the Ahmedabad Advance ! 
Mills Ltd, originally scheduled ■ 
to be held on May 16, 1972, 
will now be held on May 31,, 
1972 at 4.00 P.M. in the Bom¬ 
bay House Auditorium, Bruce 
Street, Bombay-1. 

Interim Dividend 

After a lapse of three years 
Kothari Sugars and Chemicals 
Ltd has returned to the divide¬ 
nd list with the announcement 
of an interim equity dividend 
of six per cent for the year 
ending August 31, 1972. 


Dividends 


(Per cent) 


Name of the Company Year ended Equity dividend dec¬ 
lared for 


Current Previous 
year year 


Higher Dividend 


Muitinietals 

Oct. 1971 

17.5 

4.0 

Sardesai Brothers 

Dec. 1971 

10.0 

6.0 

National Organic Chemi¬ 
cal Industries (NOOL) 

Dec. 1971 

5.0* 

Khandelwai Udyog 

Dec. 1971 

5.0* 


South India Viscose 

Dec. 1971 

16.0 

12.0 

Same Dividend 

Roneo Vickers India 

Nov. 1971 

10.0 

10.0 

Travancore Cements 

Dec. 1971 

6.0 

6.0 

Sivananda Mills 

Dec. 1971 

10.0 

10.0 

Durbhanga Sugar Co. 

Aug. 1971 

Nil 

Nil 

Caledonian Jute Mills 

Nov. 1971 

10.0 

10.0 

Reduced Dividend 

Ogalc Glass 

Dec. 1971 

Nil 

6.0 

Haileyburia Tea Estates 

Dec. 1971 

8.0 

10.0 


*Maidcn dividend. 
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COMPANY MEETING 

GUEST KEEN WILLIAMS LIMITED 

Statement by the Chairman, Hr. K. C. Maitra, on the 
occasion of the Forty-second Annual General Meeting 
held in Calcutta on the 5th Hay 1972. 


It is my pleasant task to wel¬ 
come you to this 42nd Annual 
General Meeting of your Com¬ 
pany. The Annual Accounts 
and Directors* Report have 
been circulated and with your 
permission I shall take them as 
read. 

Board of Directors 

Mr. A. H. Sethna who join¬ 
ed the Board on 12th June, 
1964 ha6 resigned from it on 
30th December, 1971 on his 
retirement. I must add, how¬ 
ever, that this association with 
the Sankey Electrical Stampings 
part of the Company is longer, 
going back to April 1961. 
Throughout this time, his 
knowledge and experience of 
the Steel Industry were of great 
assistance to the Board, and 
on your behalf and mine I 
would like to place on record 
our great appreciation of the 
services rendered by him dur¬ 
ing his long association with 
us. 

I have also to report to you 
the resignation of Sir Henry 
Wilson Smith, KCB, KBE, 
Deputy Chairman of our asso¬ 
ciated company in U.K.— 
Guest Keen & Nettlefolds 
Ltd. Although Sir Henry only 
joined our Board in June 1970, 
his interest in our affairs has 
been continuous throughout 
his service with GKN, and we 
have greatly benefited from 
his mature counsel and expe¬ 
rience. Again on your behalf 
and mine I would like to place 
on record our great apprecia¬ 
tion. 

, It gives me pleasure to wel¬ 


come to our Board Mr. S. K. 
Nanavati, whose appointment 
as a Director from 4th Febru¬ 
ary, 1972 is noted in the 
Directors’ Report. I am also 
glad to tell you that Mr. H. S. 
Killick, M.C., TD., one of the 
Executive Vice-Chairmen of 
Guest Keen & Nettlefolds 
Ltd., joined the Board of 
Directors from 30th March, 
1972. Your Company is indeed 
fortunate in obtaining the ser¬ 
vices of men of this calibre and 
distinction. 

Operations During 1971 

The Directors’ Report circu¬ 
lated to you has already cover¬ 
ed the salient features of the 
1971 results, and I need not re¬ 
peat them here. But I cannot 
let the achievement, for the 
first time, of Rs. 50 crores 
turnover pass without a special 
mention. I shall at the end of 
my statement, as is customary, 
thank the members of the 
GKW team at all levels for 
its contribution during the 
year; but 1 think you would 
wish me to make special refer¬ 
ence to this landmark—such 
figures are only achieved when 
the whole of our strength is 
pulling in the same direction. 
As it happens, achievement of 
Rs. 50 crores comes almost 
exactly 50 years after Henry 
Williams (India) Ltd. set up 
its first manufacturing activity 
in Calcutta in 1922. This Pri¬ 
vate Company later grew and 
became associated with Guest 
Keen & Nettlefolds Ltd., U.K. 
in 1934 leading eventually to 
the public company of Guest 
Keen Williams Ltd., in 1956. 


The contribution to the Indian 
economy, to employment, and 
to indigenous availability of 
needed materials and products, 
brought about by this combi¬ 
nation of private enterprise 
and association with one of 
the world’s great international 
companies, is obvious. It is 
our earnest hope that it can 
long continue to thrive and to 
grow. 

The area where we are most 
disappointed with our per¬ 
formance is export. I am glad 
to be able to tell you that we 
have booked some good orders 
already in 1972, although price 
competition in export markets 
is, if anything, fiercer than last 
year. We should be able to 
hold our position, but we have 
much further work to do in 
order to get our exports back 
on to a growth track. 

I would also like to com¬ 
ment on the apparently high 
liquid resources we are main¬ 
taining. I do not think it is 
sufficiently realised how the 
combination of inflation, high 
tax rates, and growing volume 
of business, place heavy de¬ 
mands on resources. For exam¬ 
ple, the book value of our 
stocks at 1st January, 1972 was 
Rs. 14.26 crores. If this year 
we hold merely unchanged vo¬ 
lume, but suffer 5% inflation, 
the value of stocks will rise by 
Rs. 71 lakhs. To finance this 
'from internally-generated re¬ 
sources requires a pre-tax pro¬ 
fit of about Rs. 2.1 crores. If 
one couples this purely infla¬ 
tionary impact, with the need 
to achieve expansion in real 
volume and re-equipment of 


our fixed capital base, the 
pressure on funds is obvious. 

Bonos Issue 

Before I begin to speak on 
1972 and the future, I must 
give the shareholders a piece 
of disconcerting news. You will 
recall that, at an Extraordin¬ 
ary General Meeting held in 
November 1971, it was decided 
that an application should be 
made to Government to per¬ 
mit a 1 for 2 issue of Bonus 
Shares by capitalising the entire 
amount standing to the credit 
of the Share Premium Account, 
and some of the General Re¬ 
serve. By an order received 
shortly after the Directors had 
signed their Report, the Go¬ 
vernment has turned down the 
request for bonus issue on the 
ground that Rs. 1.11 crores of 
the total Share Premium Ac¬ 
count was “created by conside¬ 
ration other than cash,’’ which 
they do not permit to be capi¬ 
talised. This policy of Govern¬ 
ment raises important points 
which affect both our Company 
and yourselves as shareholders, 
for it effectively freezes a part 
of our Share Premium Account 
for many years to come. We 
are carefully examining the 
matter and, for the moment, I 
would request you to bear with 
us till we come to some defi¬ 
nite conclusions. I couple this 
with an assurance that it is still 
our wish to effect a bonus issue 
on the best basis we can devise 
consistent with Government 
policy. 

Current Prospects 

Looking back, the recession 
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of 1966-67 effected all indus¬ 
try. Your Company had to go 
out of the dividend lists in res¬ 
pect of its operations in 1967 
and 1968: although we traded 
at a profit, it was all wiped out 
by the heavy interest charges on 
borrowings at that time. In' 
1969 and 1970 we came back 
into profitability, coupled with 
rigid control on assets to res¬ 
tore the healthy liquid position 
I have already referred to. 
Last year we moved forward 
again and we were able to sup¬ 
port the higher activity levels 
with internally-generated funds. 

In 1972, we expect further 
turnover increase (and in¬ 
deed, sales in the first four 
months are ahead of the equi¬ 
valent period of last year al¬ 
though not as much as we 
would have liked). But costs 
are also rising; in particular, 
in the Emergency Budget last 
December increases in excise 
duties and regulatory duties 
were announced. In view of 
the general economic situation, 
and the Government’s wish to 
maintain the price line, wc de¬ 
cided to absorb these extra 
costs at that time. The main 
budget in March further in¬ 
creased the same duties, and 
whilst on certain products we 
have been obliged to raise our 
prices, we are still absorbing a 
substantial portion of the com¬ 
bined impact. 

Meanwhile, it is common 
knowledge that the rate of 
growth in industrial production 
has markedly slowed down over 
the last 12 months, although 
one must hope that the in¬ 
creased Plan expenditure also 
included in the Central Budget 
will help to stimulate a faster 
rate. If we are to make a con¬ 
tribution to holding the price 
line against inflationary cost 
pressures, an expanding eco¬ 
nomy is vital—particularly in 
a company like ours, supply¬ 
ing materials and components 
to the manufacturing indus¬ 
try. Equally vital is the need 
to ensure that expansion is not 
disrupted by industrial strife— 
certain of our major customers 
are currently suffering from this 
ciinkcr, and it has materially 
affected our sales to date. 

Against this background, the 


problem of 1972 may be sum¬ 
marised by saying that we have 
to run quite fast just to stay 
where we are, and maintain the 
1971 profit figures, [believe this 
to be possible; but to achieve 
further profit improvement wc 
need very substantial increase 
in our turnover, and that in 
turn would require a marked 
surge forward in the economy 
as a whole. 

The Economic Climate 

At this point, I would like 
to make some of the more gene¬ 
ral observations which Chair¬ 
men are customarily permitted 
on these occasions. They 
tend to display a certain same¬ 
ness, one to another, and to 
repeat the words of leader- 
writers, politicians, and other 
pundits. This year, more than 
ever, it is difficult to avoid this 
repetition. National events in 
the last twelve months have 
been so total in their impact 
upon the life of the country, 
so demanding of effort from 
its people and its institutions, 
and have wrought such a dras¬ 
tic change both in our present 
situation and our possible fu¬ 
ture, that comment on other 
matters runs the risk of trivial¬ 
ity by comparison. 

When 1 last addressed you, 
the most massive popular vote 
in a free democracy had instal¬ 
led a Central Government with 
overwhelming strength in the 
Lok Sabha. Within days of its 
installation it was faced with a 
crisis on our Eastern border 
which, although external in its 
source, was immediately inter¬ 
nal in its impact through one 
of the greatest refugee move¬ 
ments ever seen. For nearly 
nine months we vainly sought 
the peaceful solution wa would 
have so much preferred: but 
circumstances imposed on us 
military action, carried out by 
our armed forces with surgical 
precision. A new nation was 
born, essentially out of its own 
strength—particularly strength 
of national purpose, and there¬ 
fore looking to us not as a 
parent but more as a godfather. 
We gladly accept the role, che¬ 
rishing and supporting the in¬ 
dependence of* Bangladesh by 
giving political, moral and 


economic support insofar as 
that country itself determines 
what it would wish to have. 
Finally, in March the electo¬ 
rate gave a further mandate in 
the States to the leadership 
which has seen us through such 
a difficult year. 

These are great events in the 
life of a nation. They have given 
rise to a sense of unity and pur¬ 
pose which, if constructively 
put to work in the national 
interest, can yield a rich har¬ 
vest within the framework of a 
stable Government. The ways 
in which we seek to use this 
new-found strength in pursuit 
of our national objectives, are 
commonly expressed in certain 
slogans which, by constant 
repetition, attain the status of 
inviolable truth. But the danger 
of adopting a slogan as an 
inviolable truth is that we cease 
to think. It is always easier to 
repeat a cliche, parrot fashion, 
than it is to think about pro¬ 
blems more fundamentally; this 
easy road is a luxury which no 
nation, and particularly its 
leaders, can afford. As Bernard 
Shaw said ’The golden rule is 
that there are no golden rules”. 
Moreover, there is also a ten¬ 
dency that, where a rule has 
been devised in pursuance of 
a particular policy objective, it 
becamcs sacred even though in 
a particular application the 
rule may achieve results quite 
opposite to the policy it was 
intended to support. This is a 
characteristic of bureaucracy 
everywhere—it "works to rule” 
in a quite literal sense,for this 
is the way the elected political 
authority seeks to exercise its 
political will through the ad¬ 
ministrative machine. 

Let us examine for a moment 
one of the most popular ideas 
of the day, namely the need 
for self-reliance. As a target to 
be set in front of the country, 
it is in many ways eminently 
desirable. There is no reason 
why we should depend on 
others for what can be achiev¬ 
ed by our own material and 
human resources. We must re¬ 
sist the tendency to rush for 
outside help al the slightest pro¬ 
vocation and to ignore or con¬ 
demn whatever can be done 
indigenously. However, it 


would be wise to remember! 
that in this century tcchnolo-1 
gical developments have beenj 
taking place (and still continue! 
to take place) at such a rapid ; 
pace that no country, however h 
advanced, is or will ever be;? 
completely self-reliant in the ! 
absolute sense. Even countries .< 
like America, Great Britain 
and France have ail in the last > 
five years had balance of pay- * 
ments crises leading to deva- J 
luation : in our struggle to 
raise our exports and control 
our imports, we keep company ' 
with the most developed of 
countries. 

Thus self-reliance is not an 
absolute goat, it is relative to 
the standards of living which 
we wish to secure for our peo¬ 
ple. We could be self-reliant 
today: there is no absolutely 
essential requirement—essen¬ 
tial, that is, for supporting life 
for our people—which is not 
either already indigenously pro¬ 
duced or obtainable within the 
limits of our existing foreign 
exchange earnings. But a self- 
reliant India on this basis 
would also be a poorer India— 
self-reliance under these terms 
means quite simply “cutting 
our coat according to our 
cloth”. Surely, we should aim 
higher than this ! 

I believe it would be parti¬ 
cularly misleading to take self- 
reliance as an overriding object¬ 
ive in the sphere of fixed 
capital formation. The capital 
needs of India are probably 
greater than those of any other 
nation in the world. It has been 
said that if we achieve 6% 
per annum compound eco¬ 
nomic growth rate, allowing 
for the expected growth in 
population, it will take us 20 
years to double the per capita 
income of our people. Twenty 
years from now, that will still 
condemn many to grinding 
poverty by any standards, and 
many more to poverty by the 
standards which will then exist 
in most of the rest of the world. 

The cure does not lie wholly 
within our borders. To what 
extent can we honestly ask 
millions of people, who ht\ve so 
little, nevertheless to save—to 
forego marginal improvement 
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in their current condition in 
return for future benefit? Yet 
if the State generates rqpenue 
surplus to fund State Capital 
Investment, this is financed by 
savings of the people; even if 
private industry generates its 
own surplus, it comes ultimate¬ 
ly from the prices paid for its 
products, paid by the people 
as ultimate users of the goods 
they make. India currently has 
a low rate of capital formation 
as a percentage of Gross 
National Product, and although 
politicians and economists are 
fond of.saying it should be 
raised they rarely draw atten¬ 
tion to the consequence of such 
a policy—that we should spend 
less on current consumption ! 

This is indeed a cruel dilem¬ 
ma—more investment we 
must have to achieve ‘Garibi 
Hatao' in the future, but if the 
cost is less consumption now, 
that is ‘Garibi Bachao*. Surely, 
one solution—in this context, 
a good socialist solution— 
would be to attract to this 
country capital from those peo¬ 
ple and nations that have far 
higher margins between current 
wealth and current need; who 
have, therefore, both a greater 
propensity and a greater ability 
to save and invest. The rich 
nations of the world have a 
huge capital market, India 
has a huge capital need. Surely 
our policy should be such as to 
encourage world capital to in¬ 
vest in India. 

Assistance from the outside 
world can take two forms. The 
first is official aid from Govern¬ 
ments and from institutions 
such as the World Bank. Here, 
the cliche is "aid without 
strings”, which carries the im¬ 
plicit assumption that no aid 
carries no strings. In practice, 
no aid would carry the string of 
unabated poverty. By all means 
we should reject strings which 
defeat our national objectives, 
debilitate our attitude to hard 
work, or violate our interna¬ 
tional conscience; on the other 
hand why should not we con¬ 
tinue to welcome, as we have 
done in the past, development 
assistance the fruits of which 
have been so obviously not to 
our detriment. 

The aid contribution from 


official sources, is compara¬ 
tively well knowh. lt is perhaps 
less well known that the flow 
of funds from private sources 
in the developed countries to 
the developing is almost as 
great as the total official aid. 
In 1970, according to provi¬ 
sional World Bank figures, the 
net flow of private funds was 
9 6.4 bn compared to the offi¬ 
cial flow of $ 8.3 bn. This huge 
source of wealth is one from 
which India should seek at 
least her fair share. It is sad 
that by a combination of tax 
structure, specific restrictions, 
and interminable procedures 
making a mountain of every 
molehill, India presents to the 
world capital market one of the 
least attractive investment pro¬ 
positions. 

Finally, let me make one 
comment on the ideal of distri¬ 
butive justice. I use the word 
ideal deliberately, because I 
genuinely believe that we must 
aim for it. It is taken to mean 
inter alia that the proportion 
of total production resources 
held in the State Sector, or in 
the Small Scale Sector, should 
grow as compared to the pro¬ 
portion held by established 
companies like ourselves. If 
we are allowed to grow at the 
maximum rate which we can 
achieve, in support of the ob¬ 
jectives of increased employ¬ 
ment and attack on poverty, 
and if the State Sector and the 
Small Scale Sectors grow fast¬ 
er, we would wholeheartedly 


applaud. But . if the rate of 
growth in the State and Small 
Scale Sectors is inadequate, 
and re-distribution is achiev¬ 
ed by holding down companies 
like us to a still more inade¬ 
quate rate of growth, this will 
merely re-distribute stagna¬ 
tion I The percentages may 
look bitter on paper, but will 
the people really benefit? 

All our social objectives, 
however well meant they may 
be and however appalling are 
the problems they are designed 
to cure, fail if there are not 
economic resources to carry 
them out. I am well aware that 
there are problems and diffi¬ 
culties in the course I have been 
advocating, particularly the 
need to ensure that we do not 
leave to future generations a 
burden of debts which they can¬ 
not support. But I believe most 
sincerely that alternative poli¬ 
cies to those currently in favour 
must be constantly reviewed, 
otherwise they go by default. 
More than anything else, what 
I am pleading for is a result- 
oriented pragmatic approach 
to our economy, and a rejec¬ 
tion of unthinking adherence to 
cliches or slogans. In such a 
result-oriented pragmatic ap¬ 
proach, we would eagerly wish 
to join; for we believe that in 
the future, as in the past, we 
can echo the proud words of 
Othello—“We have done the 
State some service, and they 
know it”. 


OwAHMiMn 

A highlight 'of the year to 
date has been the visit in Feb¬ 
ruary of Sir Raymond P, 
Brookes, Group Chairman, 
and Mr. J. F, Insch, Deputy 
Chairman of Guest Keen & 
Nettlefolds Ltd., U.K. This 
visit gave concrete evidence of 
the importance which our asso¬ 
ciates attach to our affairs, 
and their presence with their 
charming ladies was a great 
pleasure to us. We are current¬ 
ly fortqnate in having in our 
midst Mr. H. S. Killick, whose 
appointment to our Board I 
have already referred to. In the 
opposite direction, GKN con¬ 
tinue to receive our people for 
training in their Works in U.K., 
as well as rendering valuable 
technological assistance. 

Conclusion 

It remains for me to thank 
our employees for their conti¬ 
nued cooperation. All of them 
have had to work under some¬ 
what difficult conditions, parti¬ 
cularly during the last war with 
Pakistan. It is to their efforts 
that we owe the improved 
working of the company al¬ 
ready achieved, and I am quite 
sure we will not be lacking in 
their support for our plans to 
move ahead in the years to 
come. 

Note: This does not purport to 
be a record of the pro¬ 
ceedings of the Annual 
General Meeting. 
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statistics 

Industrial production which cent) and transport equipment 
recorded an annual rate of (—11.9 per cent). The decline 
growth of 7.1 per cent in 1969 in non-electrical machinery was 
showed signs of deceleration in nominal. On the other hand, 
1970. The rate of growth dur- there was a marked improve- 
ing that year was only 4.8 per meat in several groups of mdus- 
et nt, This trend became more tries such as wood and cork 
pronounced during 1971 and, manufactures^+29.4percent), 
on the basis of the index for electrical machinery (+13-4 
the first nine months of 1971, per cent), metal products 
the growth rate was 2.2 per (+10.3 per cent), rubber pro- 
cent only. ducts (9.3 per cent), petroleum 

refinery products (+7.2 per 
An analysis by major indus- cent), non-metallic minerals 
trial groups reveals that there (+7.9 per cent), chemical pro- 
was a marked decline in cotton ducts (+7.1 per cent), electri- 
textiles (—7.9 per cent), leather city generated (+7.0 per cent) 
and fur products (—15.2 per and beverage and tobacco 


Industrial 
Production 
in 1971 

(6.2 per cent). In some other tyres and tubes, tractor tyree 
groups of industries also there and tubes, blasting e (plosive, 
was a marg inal increase below T.V. sets, vanaspati, soap, jute 
five per cent. manufactures, aluminium in¬ 

gots, aluminium conductors 
Although the official index is phosphatic fertilizers, nitrogen- 
not available for the period ous fertilizers and liquid cnlo- 
after September, 1971, provi- rinc, 
sional output data in respect 

of a number of industries are Industries that have mam 
available for the full year 1971. tained a fair rate of productior 
Industries that have recorded include newsprint, rubber che 
creditable increases in pro- micals, polyester fibre, nyloi 
duction include machine tools, filament yarn, soda ash, caus- 
diesel engines (stationary), tic soda, petroleum refiner) 
scooters, three-wheelers, mop- products, electrical, steel sheet! 
ed, typewriters, flour milling, and automobiles. • 
bleaching powder, automobile 


Production of Industries in 1970 and 1971 


si. 

No. 


1970 


Name of Industry 


Account- -*-■-*-■ 

ing No. of Installed 
Unit units capacity 




Actual No. of Installed Actual Remarks 
production units capacity production 



INDUSTRIAL MACHINERY 


1. Boilers (Industrial and 
Power) Rs. Lakhs 

.2, Sugar Mill Machinery ,, 

3. Cement Mill Machinery ,, 

4. Drilling Equipment 

5. Printing Machinery „ 

6. Conveyors & Wagon Tip¬ 
plers ,, 

7. Reduction Gears including 

Marine Gears „ 

8. L.P.G. Cylinder & Valves 
A Regulators. 


9. Dairy Machinery 

10. Agricultural Sprayers & 
Dusters 

11. Asbestos Cement Product 
Plants 


14 

1,150 

3,093 


plus 1.3 MKW 


16 

2,100 

1,463 

10 

2,300 

841 

10 

300 . 

204 

5 

86 

33 

16 

864 

789 

13 

' 400 

547 


plus 1,500 Nos, 


6 

245 

460 


3 

257 

247 

3 

725 

246 

1 

280 

54 


13 


1.150 

3,900 


plus 

1.3 MKW 


16 

2,100 

1,660 

10 


2,600 

380 

It 


477 

160 

6 


96 

35 

16 


864 

950 

13 


562 

600 


plus 

1,600 Nos. 


8* 

349 

400 


3 

257 

343 

3 

725 

315 

1 

280 

36 


•This in¬ 
cludes 3 
units which 
have been 
registered 
for statisti¬ 
cal purpose. 


EASTERN ECONOMIST 


may 12. 1972 





t *—'—'---•-—- 

ill 2 

^ - - - . . . .. 

3 

*■ 

--> 

5 

6 

7 

8 

9 

[,2. Industrial Filters & Cen- 
t trifuges 

Rs. Lakhs 

5 

201 

205 

6 

(" 

r 

218 

225 

H3. Industrial Screens 

»> 

5 

224 

90 

5 

224 

106 

f.4. Electroplating Equipments 

ss 

2 

40 

41 

2 

41 

34 

'5. Food Processing Machinery 

1 including Bottling Machines 
and Feed Mill Plant 

*s 

7 

96 

62 

7 

96 

75 

,6. Rubber Machinery 

*» 

2 

58 

15 

2 

58 

21 

7. Impregnating & Coating 
Plants and Coil Winding 
Machines 

>3 

1 

25 

30 

1 

25 

47 

.8. Oil and Gas Firing Equip¬ 
ment 

>» 

5 

too 

70 

5 

100 

70 

19. Industrial Drycleaning & 

[ Laundry Equipments 

*3 

1 

80 

30 

I 

80 

22.5 

!0. Ceramics Machinery 

»» 

1 

12 

6 

1 

12 

7.9 

>1. Paint & Varnish Machinery 


4 

24 

fl 

4 

24 

16 

.22. Spray Drying & Evaporat¬ 
ing Plant 

33 

1 

__ 

27 

1 

__ 

7.07 

23. Packing Machinery 

»1 

1 

— 

— 

1 

-■ 

20 

24. Tea Processing Machinery 

S3 

6 

230 

118.89 

6 

250 

95.93 

!JS. Weighing Machinery 

J» 

4 

450 

226 

5 

450 

263.85 

l26. Tobacco Processing Ma- 
\ chinery 

33 

l 

36 

32.48 

l 

36 

42.9 

\a7. Leather & Footwear Ma- 
| chinery 

33 

40 

95 

30.16 


155 

25.18 

>28. Oil Mill Machinery 

•3 

10 

127 

100 

10 

127 

65.41 

t29. Rice Mill Machinery 
> (Modern & Conventional) 

Jl 

4 

10,12 

213 

4 

1,012 

189.92 

>30. Pulp & Paper Machinery 

3» 

13 

606 

340 

13 

656 

516 

•31. Mining &Coal Washcry 

33 

9 

963 

215 

9 

3,000 

411 

. 32. Steel Plant Equipment 

*3 


2 Separate capa- 

1,160 

2 

N.A. 

1,628 


> city of steel plant 

I is not available 

133. Chemical & Pharmaceuti- 


cal Machinery 

i 

i 

i34. Building & Road Construe- 

*3 

53 

1834 lakhs 
plus 400 tonnes 
plus to be fixed 

1,700 

57 

2,740 

1,833 

e tion Machinery 

•*3 

17 

547.73 

132.68 

14 

557.23 

142 

i 35. Metallurgical Machinery 

1 36- Bread & Biscuit Making 

33 

14 

N.A. 

636.41 

14 

N.A. 

706 

c Plant 

* 1 

1 

12 

10.57 

1 

12 

1.0 

t 37. Rayon Plants 

M 

4 

N.A. 

120.01 

4 

N.A. 

144 

38. Air Separation Plants 

Group I-A 

H 

2 305.67 

TOOLS & ABRASIVES 

2 

305.67 

5.84 

\ 1. Machine Tools 

Group I-B 

! 1. Machine Tool Accessories 
! 2. Wood Working Machine 

Rs. Lakhs 

76 

6,500 

2,900.44 

74 

6,700 

3,523.35 

- 

16 

140 

191.66 

17 

160 

505.30 

Tools 

, • 

4 

35 

7.88 

4 

35 

8.83 

) 3. Portable Tools 
k 4. Other Metal Working 

%« 

7 

315 

260.73 

6 ' 

290 

246.74 

Machine Tools 


6 

200 

107.23 

8 

220 

208.10 

5. Plastic Working Machines 

> Group I-C 

*9 

3 

283 

261.92 

2 

280 

297.25 

6. Furnaces. 

7. Gas Welding & Cutting 

M 

L4 

650 

267.30 

14 

670 

547.72 

Equipment 

n 

3 

109 

86.26 

2 

104 

113.06 

8. Electric Welding Machine 

9. O hers (Re-rolling Mills 

n 

2 

70 

66.05 

2 

70 

100.25 

etc.) 

>> 

4 

97 

7.06 

4 

97 

86.74 
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1. 2 

3 

4 

5 

6 

7 

8 

9 

10. Grinding Wheels 

Kgs. 

4 

S9.40.000 

60,61,704 

5 

61,20,000 

81,59,652 

11. Coated Abrasives 

Reams 

3 

2,72.000 

1,62,206 

3 

2,72,000 

2,04,165 

12. S.eel Files 

Th.Nos. 

6 

10,100 

12,927 

6 

10,0)0 

14,138.2 

13. Twist Drills 

M 

7 

10,060 

10,074.4 

6 

9,940 

7,863.3 

14. Reamers 

Nos. 

14 

2,88,000 

1,82,353 

16 

2,87,900 

1,70,687 

IS. Threading Tools 

9) 

10 

28,07,000 

25,61,803 

13 

30,01,000 

28,22,158 

Id. Milling Cutters 

9) 

16 

4,20,000 

3,17,354 

18 

4,35,900 

3,38.884 

17. Bandsaw Blades (W) 

RBI 

5 

12,05,000 

8,56,330 

5 

12,05,000 

1,97.835 

1 . Handsaw Blades (M) 

RM. 

4 

11,35,000 

13,97.761 

4 

11,35,000 

13.41,700 

19. Hacksaw Blades 

Th. Nos. 


41,000.0 

20,296.5 

6 

46,400.0 

26,335.9 

20. Tungsten Carbide (Tips) 

Kgs. 

4 

1,70,000 

1.45,724 

4 

1,70,000 

93,714 

21. bathe Tools (Tools) Bits. 

Nos. 

10 

10,01,000 

8,01,034 

10 

1,01,000 

9,63,451 

22. Diamond Drill Bits 

i) 


45,000 

21,975 

5 

45,000 

30,654 

23. Tungsten Carbide- Tipped 

Tools „ 

6 

7,26,000 

7,32,673 

6 

7,36,000 

10,91,144 

24. Broaches 

»» 

I 

2,400 

4,053 

1 

2,400 

5,401 

25. Measuring Tapes 

99 

2 

30,03,000 

9,94,956 

2 

30,03,000 

23,03,688 

26. 1 idustrial Machine Knives 

99 

5 

7,00,000 

2,06,002 

6 

8,00,000 

2,53,420 

27. Forged Hand Tools 

Rs. Lakhs 

8 

364.40 

547.17 

8 

376.40 

643.10 



LIGHT ELECTRICAL INDUSTRIES 




1. G.L.S. Lamps 

Nos. 

11 

83.35 

10,39,24,600 

11 

83.35 

11,12,18,640 



M. Nos. 



M. Nos. 


2. Fluorescent Tubes 

99 

7 

8.20 

1,04,82,500 

8 

9.20 

1,11,51,910 

3. Miniature Lamps 

99 

7 

33.80 

4.00,07,550 

7 

33.80 

4,08,18,264 

4. Electric Fans 

99 

16 

18,15.600 

15,73,610 

16 

18,15,600 

19,09,614 

5. Stampings & Laminations 

M.T. 

2 

39.700 

33,238 

2 

40,200 

34,058 

6. Dry battery cell 

Mill. Nos. 

6 

479.0 

492.1 

7 

539.0 

569.9 

7. Storage Batteries 

Lakh Nos. 

7 

10.68 

11.58 

7 

12.6 

11.52 

8. Domestic Refrigerators 

Th. Nos. 

6 

37.8 

66.8 

6 

108.3 

87.01 

9. Room Air Conditioners 

10. Industrial Air Cond. 

99 

7 

28.28 

17.04 

7 

32.28 

21.6 

Refring. and Air control 
Equipment 

Rs. Lakhs 

19 

1,400.0 

786.0 

22 

1,600.0 

1,120.0 

11. Air Conditioning & Re- 




48.3 


100 

83.0 

fring. Controls 

99 

4 

100 

4 

12. Sealed Compressors 

Th.Nos. 

3 

65.6 

26.8 

3 

65.6 

32.2 

13. Room Air Coolers 

9) 

2 

20.0 

15.1 

2 

25 

— 

14. Industrial Cooling Towers 

Rs. Lakhs 

3 

150.0 

145.6 

3 

150 

177.0 

15. Flash Light Cases 

Lakh Nos. 

3 

82.8 

115.8 

3 

82.0 

130.3 


HEAVY eiectrical industries 


1. Electric M >tors 

H.P. 

20 

2,568,960 

2. Transformers 

KVA 

23 

6,265,000 

3. Motor S.arter 

Nos. 

11 

377,764 

4. Elec. Steel Sheets 

M.T. 

l 

18,000 

5. Switchgear & Control Gcatr Rs. Lakhs 

6. Cables and Wires (AIR & 

40 

814,232 

PVC Cables 

7. ACSR & AAC Winding 

K.M. 

26 

Wires 

8. (a) Btamelled Wires "| 

M.T. 

33 

97,830 

(b) Paper Colton Covered > 
Wires & Strips J 

M.T. 

29 

27,308 


2.844,474 
7,608.623 
510,810 
34,787 
Rs. 1,246.45 

20 

23 

11 

1 

39 

2,561,960 

6,265.000 

377,764 

18,000 

5,365,432* 

8,689,922 

392.665 

37,025 

2,151.78 

* Decrease ir 
production 
has beei 
due to lacl 
of demand 

422,973 

25 

869,200 

490,988 


65,000 

34 

100,000 

71,635 


16,193 

29 

17,509 

18,969 

* 


EASTERN ECONOMIST 


MAY 1?, 197: 



930 


1 2 3 4 5 6 7 8 9 10 

9. Paper Insulated Power K.M. ~ M60 2*403 7 8,360 ‘ 2177* *PIIiC Ca- 

Cables. bles are 

being subs¬ 
tituted to 
PVC Cabl¬ 
es. The 
production 
for ■ these 
cables will 
go on de¬ 
creasing 
while PVC 
Cables pro¬ 
duction will 
correspon¬ 
dingly in¬ 
crease. 


10. Bare Copper Cor duct or 

M.T. 

4 

14,427 

735 

4 

14,200 

860 

1. C.I. Castings & Alloy Iron 
Castings 

Tonnes 

HEAVY ENGINEERING INDUSTRIES 

43 2.34,000 80,000 47 

3,28,600 

1,14,500 

2. MI Castings 


14 

22,260 

15,600 

11 

22,100 

24,000 

3. S G. Iron Castings 

n 

13 

8,808 

1,450 

10 

7,838 

2.300 

4. S eel Castings & Alloy 
Steel Castings 

vs 

42 

1,37,470 

52,000 

42 

1,37,470 

56,000 

1. Industrial Process & Con¬ 
trol Instruments 

Rs. Lakhs 

9 

INSTRUMENTS 

1.292.00 

572.00 

9 

T.292.00 

676.79 

2. Scien iflc, Surveying. Opti¬ 
cal & Mathematical Ins¬ 
truments 

it 

12 

375.00 

256.76 

12 

375.00 

241.40 

3. Water Meters 

Nos. 

6 

3.5 

1.60 

6 

3.5 

1.65 

4. Medical & Surgical Instru¬ 
ments 

Rs. lakhs 

7 

lakhs 

300.00 

lakhs 

113.74 

8 

lakhs 

350.00 

lakhs 

162.29 

5. X-Ray & Elcctro-ntedical 
Equipments 


5 

265.00 

150.83 

6 

315.00 

254.56 

6. Photographic & Photo¬ 
copying Instruments 

»• 

2 

45.00 

38.85 

3 

63.00 

47.08 

7. House Service Meters 

Nos. 

15 

Sp. 16.27 lakhs 19.44 

15 

Sp 16.27 lakhs 22.04 Single-phas< 

8. Electrical Measuring Ins¬ 
truments 

Rs. lakhs 

8 

PP 4.30 

250.00 

5.69 

136.43 

9 

PP 4.30 

265.00 

6.45 Poly-phase 

236.34 

9. C. mponent Industry : 

(a) Industrial Jewels 

(b) Bimetal Contact 

1. Transmission Towers 

Tonnes 

HEAVY MECHANICAL INDUSTRIES 

14 93.100 47,545 

l 

i 

i4 

50.00 

50.00 

93,100 

0.05 Industrial 
Jewels 

65.29 Bimetal 
contact 

62,025 

2. Black & Galvanised Steel 
Pipes and Tubes for Water 
Structural etc. 

I* 

14 

4,83,960 

215,578 

14 

6,01,460 

218,348 

3. E.RW. Tubes 

M 

6 

50.400 

32 656 

6 

53,400 

31,921 

4. Seamless Steel Tubes 

1 9 

1 

39.600 

29.254 

1 

39,600 

34.303 

5. Wire Ropes 

M 

9 

36,240 

20 >45 

9 

36.240 

19,977 

6. Bright Bars 

>1 

9 

57,500 

46,294 

10 

64,500 

54,161 

7. Welding Blectrodes 

Million R.M. 20 

It w 

497 

316.76 

20 

497 

326.49 
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•1 . 


8. Lifts 

9. Pen Stocks ' 

10. Bailway Wagons 


Cold 


11. Slotted Angles ft 
Ponded Sections 

12. Large Dia. Pipes 

13. S.eel Doors, Windows 
Rolling Shutters 


1. Bicycle Complete 

2. Bicycle Parts 

3. Bail ft Roller Bearings 

4. Steel Balls 


5. Data Processing Machines 

6. Auto Leaf Sqrings 

7. Industrial Coil Springs* ': 

8. Sewing Machines 

9. Typewriters 

10. Duplicators 

11. Addressing Machines 

12. Sewing Machine Needles 

13. Zip Fasteners 

14. Umbrella Ribs 

15. Wire Gauge & Wire Net¬ 
tings 

16. Crown Corks 

17. Hurricane Lanterns 

18. Time Pieces 

19. Watches 

20. Collapsible Tubes 

21. Clucks 

22. Agricultural Implements 

23. Agricultural Machinery 

24. Oil Barrels 

25. Small Druids 

26. General Line in Con¬ 
tainers 

27. O. P. Lamps 

28. Stoves: 

(A Pressure type 
(it) No* presswetjpe 

29. Calculating Machines 

30. Expanded Metal 

31. Grinding Media 

32. Building Hardwares 

33. Steel Furniture 

34. Industrial Roller Chains 


1. Cement 

2. A.C. Sheets and ACC 

3. A.C. Bldg. Pipes 

4. A.C.P. Pipes 

5. A. Tex. Prod. Pack, Yams 
ft Malt 

6. A. Joint ft Limp Sheets 

7. A. MO Boards 


3 ‘ 

4 

5 

6 

7 

8 

9 

Nos. 

4 

910 

474 

4 

910 

626 

Tonnes 

4 

13,500 

7,164 

4 

13,500 

8.273 

Nos. in 
tends of 

4 wheels. 

16 

32,819 

10,489 

16 

32.819 

7,759 

Tonnes 

5 

12,300 

3,762 

5 

12,300 

4,368 

»> 

5 

13,820 

8,343 

5 

13,820 

9,064 

3 

LIGHT 

847 2,821 

MECHANICAL INDUSTRIE* 

3 

847 

1,959 

Lakh Nos. 

9 

21.05 

20.94 

10 

33.32 

18.64 


31 

_ 

-* 

31 


-- 

Million Nos. 

7 

15.89 

17.50 

7 

18,91,452 

19.00 

Hundred Nos. 

4 

82,87,200 
plus 35 tonnes 

1.71,3030 

5 

98,81,280 
plus 35 tonnes 

1,27,39,521 

Nos. * 

2 

11,689 

4,926 

2 

U,689 

5,890 

Tonnes 

12 

39,010 

28,172 

12 

41,650 

30,886,76 


. 3 

1,530 

724 

3 

2,450 

1,010 

Nos. 

5 

4,93.000 

1,77,961 

5 

4,93,000 

3,37.632 


4 

86.400 

38,525 

4 

86,400 

43,6 2 


* 

7,500 

3,370 

1 

10,100 

4,6.5 11 


1 

870 

673 

1 

870 

837* 

M. Nos. 

2 

8.4 

12.29 

2 

14.4 

I3.22 f 

Lakh Metres 

1 

29.3 

36 3 

2 

29.3 

29 05 

Doz. sets 

1 

7,40,000 

5,46,422 

1 

7,40.000 

4,96,873 

M. Tons 

4 

2,426.25 

1,179 98 

4 

2,426.25 

875.481 

M. Tons 

2 

705.60 

1,224.786 

2 

705.60 

1,394.644 

M. Nos. 

5 

3.17 

3.543 

5 

3.17 

2.982 

Lakh Nos. 

7 

12.80 

7.03 

7 

12.80 

7.40 

2 

6.70 

4.66 

2 

6.70 

4.75 

M-Nos. 

6 

134.09 

304 56 

6 

152.09 

332 18 

Nos. 

4 

155,000 

1,00,345 

4 

1,15,500 

1.13,902 

M.T. 

25 

26,196.5 

20,064 

28 

35,621.5 

20,000 

M.T. 

8 

2,179 

2,385 

8 

4,071 

3,340 

M.T. 

7 

67,778 

36,732 

7 

67,778 

46,365 

M.T. 

22 

13,622 

7,500 

22 

13,622 

7,988 

M.T. 

28 

75,090 

62,149 

28 

75,090 

62,740 

Nos. 

1 

65,000 

50,000 

1 

65,000 

40,873 

Nos. 

2 

35,000 

17,800 


35,000 

21,141 

Nos. 

2 

1,62,000 

3,90,000 

8,490 

2 

1,62,000 

.>,37,812 


. 1 

12,500 

l 

12,500 

9,326 

mt! 

I 

1,440 

736 

1 

1,440 

581.82 

MT. 

6 

. 18,743 

14,480 

7 

19,723 

16,471 

MT. 

9 

5,454 

2,047 

8 

50.30 

27,41 

MT. 

13 

42,312 

279,952 

14 

42,729 

34,546 

Rs. lakhs 

4 

130.00 

120.16 

5 

145.00 

145.30 


CEMENT. ABSESTOS AND CARBON PRODUCTS 


M.T. 

Tonnes 


»* 


50 

17.36 

13.034 

50 

19.39 

14.93 

9 

5,61,000 

2,97,453 

9 

5,61,000 

3,25,097 



14.095 



8,683 



49,580 



52,680 

3 

1,932 

1,628 

3 

1,932 

1,415 

2 

2,800 

2,229 

3 

3,160 

5,572 

1 

500 

460 

1 

500 

- 400.5 


10 


(Actual) 


(Actual) 


(Actual) 
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I 2 3 4 » 6 7 8 9 10 


8 . Ferrobestos Sheets 

99 

1 

100 

13.6 

1 

100 * 

0.72 

9. ProfaxTabrc 


I 

2,000 

1,157 

1 

2,000 

1,103.7 

10. Cinema Are Carbon & Pre 







* 

oess Carbons 

Million pair* 

2 

7.2 

6.18 

2 

7.2 

8.014 

II. Cat Pet. Coke 

Tonnes 

1 

6,500 

73,669 

1 

65,000 

70,871 

12. Pencils 

Lakh Gross 

3 

8.4 

6 

3 

8.4 

5.44 

13. Midget Electrodes 

Mill. Pcs 

1 

250 

291 

I 

250 

336 

14. Graphite Electrodes and 








Anodes 

Tonnes 

1 

5,400 

4,160 

1 

5,400 

3,901 

IS. Electrode Paste 

n 

1 

15,000 

5,800 

1 

15,000 

8^77 

16. Carbon Mocks 

I) 

1 

80 

42 

1 

80 

61.2 

17. Thenrlolites 

99 

— 

—i 

— 

1 

4,200 

1,018.4 


CERAMICS, GLASS WARE &, AX2JED INDUSTRIES 


1 . Refractories 

Tonnes 

43 

10.96 

7.45 

43 

10.96 

7.85 




Lakhs 

Lakhs 


Lakhs 

Lakhs- 

2. Glazed Tiles 

99 

4 

8,240 

19.639 

4 

21,120 

20.642 

3. Insulators H.T, 

99 

7 

16,200 

17,865 

7 

20,560 

13,640 

4. Insulators L.T. 

99 

13 

10,832 

2,259 

13 

8,500 

1,420 

S. Sanitaryware 

99 

12 

17,970 

12,762 

9 

17,060 

14.361 

6 . Stoneware Pipes 

99 

11 

63,000 

19,790 

13 

74,464 

344112 

7. Stoneware Jars 

99 

9 

8,290 

4,728 

8 

6.290 

5385 

8 . Crockery 

99 

17 

28,825 

17,459 

15 

25,344 

8,036 

9 . Enamel ware 

Thousand Pcs. 

6 

30,000 

16,500 

7 

30.030 

20,747 

10 . Synthetic Stones 

Kg. 

1 

21,600 

22,225 

1 

21,600 

24,217 

11. Glass & Glassware 

Tonnes 

47 

4,25,000 

2,60,000 

48 

4,29,000 

2,90,000 (Estimated) 



PAPER INDUSTRY 




1 . Paper & Paper Board 

Tonnes 

57 

7,68,000 

7,59,258 

59 

8,82,000 

7,74,759 

2. Newsprint 

99 

l 

75,000 

37,341 

1 

7S.000 

40,081 

3. Pulp 

99 

2 

87,000 

78,738 

2 

87,000 

53,994 

4. Paper Grade Pulp 

99 

l 

21,500 

23,316 

1 

21,500 

22,230 




TIMBER INDUSTRY 




1 . Plywood 

Mill Sq. 

28 

23,650 


30 

26,123 


(i) Teachcst 

Mtr. 



3.172 



6.00 

(iij Commercial 




15.704 



22.00 

2. Hardboard 

M. Tons 

3 

34,500 

22,166 

3 

34,500 

20,000 

3. Insulation Board 

99 

1 

6,000 

1,635 

1 

6,000 

2,100 

4. Particle Board 

t •> 

8 

44,900 

7,689 

8 

44,900 

9,000 

5. Safety Matches 

Mill. Gross 








Boxes of 








50 stk. 

6 

29,770 

33,034 

6 

29,770 

32,000 

6 . Cork Products: 








(a) Stoppers 

Mill Gros. 

2 

1,380 

1,772 

2 

1,380 

1,500 

(b) Discs 

Nos. 

2 

4,300 

9,336 

2 

4,500 

6400 

(c) Sheets 

Mill. Sq. meters 2 

1,305 

1,142 

2 

1,305 

1,400 



LEATHER INDUSTRY 




1. Vegetable Tanning of Hides 

Cow Hides 

9 

21.66 

9,68,969 

9 

21.66 

9,93,242 




lakhs 



lakhs 


2. Chrome Tanning of Hides 

Hides 

9 

21.40 

13,14,740 

9 

21.40 

11,49,085 




lakhs 



lakhs 


3 . Western Type of Leather 

Pairs 

8 

87. $5 

77,11,322 

8 

138.47 

81,10,177 

Footwear 



lakhs 



lakhs 


4. Indian Type of Leather 

Pairs 

8 

Depends 

77,39,154 

8 

Depends 

78,33,528 

Footwear. 



upon de¬ 



uponde- 





mand 



mand 


5. Picking Bands 

Kgs. 

5 

5,01,360 

1,20,680 

5 

5,01,360 

1,23,678 
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1 1 

3 

4 

5 

6 

7 

8 

9 10 

6 . Leather Beltings 

Kgs. 

5 

210,000 

79,363 

5 

210,000 

60,686 

7. Glue 

Kgs. 

3 

2,820,000 

2,160,078 

3 

2,820,000 

2,721,285 

8 . Myrobalan Extracts 

Tonnes 

2 

7,404 

613 

2 

7,404 

1.077 

9. Cotton and Hair Beltings 

»» 

2 

216 

40.61 

2 

216 

47.08 

1. Giant Tyres 

Nos. 

8 

RUBBER GOODS 

20,35.000 20,92,631 

8 

22 , 00,000 

22,90,582 

2. Giant Tubes 

M 

8 

20,35,000 

17,06,741 

8 

22 , 00,000 

20,38,778 

12,186 

3. Aero Tyres 

99 

1 

12,000 

7,002 

1 

12,000 

4. Aero Tubes 

99 

1 

5,000 

968 

I 

5,000 

3,450 

5. Motor Cycle Tyres 

99 

7 

2 , 00,000 

1,65,891 

7 

2 , 00,000 

1,79,257 

6 . Motor Cycle Tubes 

99 

5 

2 , 00,000 

1,94,419 

5 

2 , 00,000 

2,07,140 

7. Scooter Tyres 

99 

8 

4,50,000 

4,37,289 

8 

4,50,000 

4,75,261 

8 . Scooter Tubes 

99 

6 

4,50,000 

3,26,314 

6 

4,50,000 

3,85,599 

9. Cycle Tyres 

99 

11 

2,43,86,000 

2,09,88,524 

11 

2,43,86,000 

1,91,88,628 

10 . Cycle Tubes 

11. ADV Tyres 

99 

99 

11 

7 

2 , 22 , 00,000 

1,62,000 

1,58,40,564 

1,76,386 

13 

7 

2 , 22 , 00,000 

1,75,000 

1,24,19.003 

1,95,761 

12 . ADV Tubes 

99 

6 

1,80,000 

1,90,670 

6 

2 , 00,000 

2,27,911 

13. Tractor Tyres 

99 

6 

1,60,000 

1,86,466 

6 

1,60,000 

2,12,387 

14. Tractor Tubes 

99 

5 

1,65,000 

1,81,236 

5 

1,65,000 

2,04,892 

15. Canlel Back 

M.T. 

11 

13,330 

13,643 

11 

13,330 

14,502 

14. Motor Tyres 

Nos. 

8 

10 , 00,000 

10 , 00.000 

9,65,571 

8 

10 , 00,000 

12,01,760 

17. Motor Tubes 


7 

10,19,118 

7 

10 , 00,000 

12,50,431 

18. Dipped Rubber goods 

Lakh Nos. 

3 

2,216 

902 

3 

2,216 

1,770 > 

19. Contraceptives 

Mill pieces 

2 

325 

55.3 

2 

325 

98.6 

20 . Cab Tyres 

Meters 

2 

20,000 

5,602 

2 

20,000 

3,531 

21 . Radiater Hoses 

Nos. 

7 

5,23,000 

4,70,279 

7 

523,000 

4,99,762 

22 . Fan Belts 

»» 

6 

2,60,000 

23,41,287 

6 

6,90,000 

1,23,661 

23. Springs & Compound 

99 

6 

6,90,000 

1.21,401 

6 

6,90.000 

1.23,661 

24, V. B. Hoses 

99 

8 

11,50,000 

7.73,336 

8 

11,50,000 

10,56,036 

25. All types of hoses 

Meters 

16 

78,40,000 

52,10,696 

16 

78,40,000 

5,19.608 

26. Industrial V Belts 

Nos. 

5 

@ 

24,43,774 

5 

@ 

32,19,351 ©Combin¬ 

27. Off the road Tyres 

99 

3 

13,500 

9,710 

3 

13,500 

ed capacity 
for Fan 
and V 

Belts 

13,751 

28. O-T the road Tubes 

99 

3 

13,500 

9,551 

3 

13,500 

10,924 

29. Sponge Rubber 

M.T. 

4 

1,022 

1,125 

4 

1,022 

998 

30. Bbonite Sheets, Rods & 
Tubes 

Kgs. 

7 

37,400 

7,759 

7 

37,400 

2,394 

31. Proofed Fubrics 

Meters 

10 

29,00,000 

23,02,418 

10 

49,00,000 

30,05,075 

32. Footwear 

M. Pairs 

14 

55 

44.8 

14 

55 

42.57 

33. Rubber Conveyor Belting 

M. Tons 

4 

3,100 

2,276.97 

4 

3,100 

2,659.95 

34. Transmission Belting 


5 

4,200 

2,818.94 

5 

4,200 

2,815.77 


COSMETICS AND TOILET PREPARATIONS 


t. Soap 

Tonnes 

44 

2.17,822 

2,32,400 

44 

2.17,822 

2,70,813 

2 . Glycerine 

99 

20 

18.236 

9.841 

20 

18,236 

9,606 

3. Metallic Stearates 

M 

5 

1,125 

282 

6 

1,125 

208 

4. Fatty Acids 

99 

10 

37.050 

19.156 

10 

37,050 

20,270 

5. Synthetic Detergents 

99 

5 

47,580 

31,386 

5 

47,580 

50,000 

6 . CarboXy Methyl Cellulose 

19 

2 

3,900 

4.388 

2 

3,900 

4,433 

7. Textile Auxiliaries 

** 

13 

30,759 

18,620 

13 

31,749 

22,625 

8 . Resin Finishes 

99 

7 

9,236 

8.267 

8 

9,836 

8,564 

9. Tooth Powder 

Kgs. 

5 

10.58,900 

4,88,000 


10,58,900 

8,15,000 

10. Toothpaste 

99 

8 

40,50,860 

48.64.000 

8 

40,50,860 

50,33,000 

If. Talcum Powder 

99 

16 1 . 

64,28,000 

34,91.798 t 

If 1 

64,28.000 

35.43,000 

12. Face Powder 

99 

1*1 1 


14,202 I 

12 [ 


53,098 

13. Face Cream 

99 

13 

11,33,000 

7,53,000 

14 

11,33,000 

8,48,000 
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1. Biscuits M. Ts. 

2 . Confectionery „ 

3. Hour Milling 

4. Cigarettes M. Pcs. 


5. Break] ust Food 

(a) Corn & Wheat Flukes M. Ts. 

(b) Processed Pearl Barley „ 

(c) Processed & Rolled 

Oats „ 

6 . MaltExiiact 

7. Gaur Gum „ 

8 . Fruit & Vegetable preser¬ 
vation 


9. Meat products 

10 . Fitter rods for Cigarettes „ 

11. Aerated Water 100 Bolts. 

12. Protein Isolates ftf.Ts. 

13. Open Top Sanitary Cans 

14. Liquid Glucose „ 

15. Dextrose Powder „ 

16. Chocolate/Coca Powder 

(a) Chocolate „ 

(b) Drinking Chocolate „ 

(c) Coca Powder 

17. Sweetened Condensed Milk „ 

18. Infant Milk Powder M 

19. Milk Powder „ 

. Malted Milk Food „ 

. Starch „ 

. Weaning Foods 

23. Instant Tea 

24. Instant Cofee 

25. Modified Milk for Infants „ 

26. Industrial Enzymes 

27. IceCream 1000 Litres 

28. Sorbitol 'Munnito l M.Ts. 


4 5 6 7 


POOD PROCESSING INDUSTRIES 


30 

77,700 

62,440 

31 

24 

42,300 

15,655 

22 

140 

43,26,432 

24,29,000 

143 

13 

57,688 

62,200 

13 

1 

900 

384 

1 

3 

5,328 

2,308 

3 

1 

2,100 

360 

1 

2 

4.800 

2,650 

2 

5 

26,100 

18,901 

5 

22 

78,107 

23,310* 

22 


4 

1,600 

499 

4 

1 

720 

786 

1 

35 

1,790 

1,04,84,293 

35 

1 

1,500 

168 

1 

8 

49,151 

20,339 

8 

5 

41,450 

20,213 

5 

2 

24,658 

10,820 

2 

3 

1,608 

1,001 

3 

3 

— 

1,011 

3 

3 

642 

66 

3 

4 

10,800 

5,206 

4 

5 

19,233 

15,677 

8 

9 

17,610 

6,677 

10 

7 

10,667 

10,603 

8 

8 

2,05,500 

78,802 

1 

2 

620 

679 

2 

2 

512 

306 

2 

2 

1,664 

1,200 

2 

2 

546 

789 

2 

l 

7,300 

1,141 

1 

6 

7,995 

3,146 

6 

l 

1,200 

742 

1 


8 9 10 


94,200 

63,823 

37,152 

16,567 

44,11,956 

23,12,032 

57,688 

65,801 

900 

375 

5,328 

1,800 

2,100 

350 

2,800 

3,550 

26,100 

16,216 

78,107 

24,433* ‘This 


includes 

Synthetic 


prepaia- 

,, tion. 

1,600 525 

900 900 

1,790 1,05,39,866 

1,500 219 

49,151 25,461 

54,500 20,110 

30,600 11,237 


1,608 

801 

— 

1,348 

642 

40 

12,200 

8,350 

20,983 

16,591 

20,318 

11,768 

13,667 

12,030 

,68,690 

93,213 

810 

1,005 

512 

259 

1,664 

1,586 

852 

764 

7,300 

533 

7,995 

3,364 

1,200 

1,036 


I. Basic Electroplating Salts. 

1. Nickel Sulphate Tonnes 

2. Nickel Carbonate „ 

3. Nickel Chloride „ 

3. Chromic Acid „ 

II. Heat Treatment Salts. 

1. Cyanide Type „ 

2. Non-Cyanide Type „ 

3. Tempering Salts 

III. Water Treatment Salts 

1. Sodium Hexemeta- 

Phosphate „ 

2. Alfloc Powder „ 

3. Sodium Tri-Poly- 

f Posphate „ 

4. Sodium Aluminalc „ 


MISCELLANEOUS CHEMICALS 


8 

1,660 

630 

4 

58 

22 

7 

223 

95 

:> 

1.125 

578 

3 

1,800 

720 

4 

900 

879 

1 

100 

73 


l 

720 

487 

1 

608 

506 

l 

12,500 

9,136 

2 

1,620 

796 


■» 


8 

1,660 

470 

4 

58 

5 

7 

223 

73 

5 

1,125 

550 

3 

2,760 

820 

3 

2,460 

660 

1 

100 

36 


1 

720 

403 

1 

608 

450 

1 

12,500 

13,432 

2 

1,620 

860 
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1 2 

3 

4 

$ 

6 

7 

8 

9 

IV. Fonadry Chemicals 

1. Fluxes 

Tonnes 

1 

1,680 

806 

1 

1,680 

780 

2. Binders 

»> 

4 

9,080 

2,550 

4 

4,480 

3,210 

3. Dressings 

M 

2 

300 

565 

2 

500 

620 

4. Exothermics 

if 

1 

1.410 

363 

1 

3,400 

.900 

. Misc. Compounds 

if 

1 

120 

280 

I 

480 

350 

V. Fluxes 

1 . Gas Wcldirig 

a 

3 

408 

16 

3 

408 

70 

2. Submerged Arc Wei- 

ding 

if 

2 

460 

204 

2 

850 

197 

VI. Barium Salts 

1 . Barium Nitrate 

>» 

3 

1,740 

554 

3 

1,740 

[i 1,430 

2. Barium Carbonate 

»> 

2 

1.800 

797 

4 

6,120 

12,640 

VII. Misc. Chemicals 

1 . Activated Bleaching 
Earth 

if 

l 

3,648 

2,809 

1 

3.648 

2,450 

2. Rare Earth Chloride 


1 

4,200 

3,734 

1 

4.200 

' 4.000 

3. Potassium Permanga- 

nate 

If 

2 

1,950 

1,211 

2 

1,920 

940 

4. Galex Sulphite Dye 

it 

1 

7,200 

9.281 

1 

10,200 

9,200 

5. Calcium Carbonate 

»* 

4 

11,620 

14,805 

4 

16,620 

13,618 

6 . Potassium Chlorate 

H 

3 

5,574 

5,325 

3 

5,574 

6,634 

7. Sodium Chlorate .. 

»> 

1 

1,000 

910 

1 

1,400 

7 66 

8 . Hydrogen Peroxide 

ii 

1 

3,800 

3,600 

2 

4,550 

3,212 

9. Sodium Perborate .. 

»» 

l 

600 

550 

1 

625 

567 

10. Borax 

if 

1 

17,000 

12,314 

1 

17,000 

10,164 

11. Boric Acid 

a 

1 

3,000 

1,318 

1 

3,000 

2.295 

12. Fluore Carbon 

'i 

1 

1,200 

740 

2 

2,700 

1.047 

13. Sodium Thio-Sul- 

phate 

» 

6 

3,000 

2,200 

6 

3,084 

1,860 

14. Sodium Sulphite 

M.T. 

5 

2,200 

1,400 

5 

2,200 

1,100 

15. Sodium Bisulphite.. 

»» 

5 

. 2,180 

1,800 

5 

2,180 

1.500 

16. Sodium Meta-bi-sul- 

phitc 

ii 

3 

203 

181 

3 

181 

200 

17; Potassium Meta- 

bisulphite 

ii 

2 

20 

22 

2 

15 

11 

18. Sodium Sulphide 

(Iron free grade) .. 

ii 

2 

3,750 

1,100 

2 

3,200 

1,138 

19. Bromine 

a 

l 

324 

256 

1 

380 

244 

2D. Bromides (Inorganic) 

a 

1 

432 

269 

1 

400 

193 

21. Phosphorous Trich- 

loride 

n 

2 

600 

768 

2 

1,100 

882 

22. Aluminium Chloride 

a 

2 

5,000 

7,885 

2 

8,200 

8,430 

23. Synthetic Cryolite 

a 

2 

. 4,790 

3,728 

2 

4,790 

31,68 

24. Aluminium Fluoride 

a 

1 

1,500 

2,178 

2 

2,490 

3.372 

25. Sodium Fluoride .. 

a 

1 

500 

Nil 

i 

500 

70 

26. Hydro Fluoric Acid 

a 

1 

4,500 

4,040 

2 

6,158 

3,962 

27. Chloro Methenes 







(Ethylene Dichloride, 
chloroform. Carbon 

Tetra Chloride etc.) 

a 

3 

8,350 

5,102 

3 

8,350 

5.728 

28. Sodium Silico Fluo- 

ride. 

fi 

3 

2,264 

400 

3 

524 

413 

29. Plasticizers 

Tonnes 

5 

16,200 

11,898 

7 

33,750 

15,997 

30. PVCResins.. 

t) 

4 

.43,700 

38,678 

4 

44,800 

41,658 

31. Polyethylene (low 

density) 

iP 

2 

19,000 

23,316 

2 

19,000 

26,283 


10 
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1. Agriculture Tractors Nos. 

2. Power Tillers .. „ 

3. Petrol Dispensing 

Pumps. 

4. Agricultural Discs .. „ 

5. Combine Harves¬ 

ters, Power Harrow, 
Fertiliser Distributor „ 


6 . Petrol/Kerosene Oil 
Engine 


' 1. Loco/Diesel Shunters Nos. 

2. Road Rollers .. „ 

3. Forklift Trucks .. „ 

4. Mobile Cranes .. „ 

5. Shovels/Excavators „ 

6 . Crawler Tractors .. „ 

7. Dumpers .. „ 

8 . Scrapers . 

9. Air Compressors .. „ 


1 . Blasting explosives.. Tonnes 

2. Safety fuse .. Mill. Coils 

3. Detonators .. .. M. Nos. 

4. Detonating fuse .. M. Metres 


4 

5 

6 

AGRO INDUSTRIES 

5 

25,200 

19,931 

1 

1,000 

361 

1 

2,400 . 

2,427 

2 

3,00,000 

79,699 

1 

600 

13 


600 

205 


600 

65 

5 

61,600 

20,755 

CONSTRUCTION EQUIPMENT 

1 

148 

32 

6 

1,520 

335 

7 

. 

543 

I 

188 

70 

2 

100 

90 

3 

600 

249 

2 

150 

68 

2 

50 

33 

11 

7,734 

6,793 

INDUSTRIAL EXPLOSIVES 

2 

43,000 

28,530 

2 

15.09 

14.07 

2 

168 

97.25 

1 

6.1 

6.76 


7 8 9 10 


6 

32,200 

16,443 

1 

1,000 

146 

1 

2,400 

1,875 

3 

4,00,000 

1,06,242 

1 

600 

265 


600 

Nil 


600 

Nil 

6 

86,600 

27,748 


1 

148 

11 

6 

1,520 

338 

7 


847 

1 

188 

60 

2 

150 

96 

3 

600 

238 

3 

250 

68 

2 

75 

47 

11 

8,668 

5,061 


2 

47,000 

32,319.4 

2 

14.10 

8.1 

2 

168 

106.74 

1 

9 M. Metre 

5.4 
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The Bulletin averages 64 pages and is priced at Rs 4 per copy. 
The annual subscription Is Rs 16. 

■» 
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his dynamic co-ordination 


The co-ordination of precious seconds. 

Interwoven into a meticulously preplanned schedule. 

By bringing together artistes of explosive independence 
to produce a box-office hit ( 

Through an unruffled command of situation. 

By employing a clap here and a wink there. 

With a deft sense of timing , 

which is the real secret of his success. 
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Every AMCO Battery is a product of fine engineering skill, 
advanced technology and strict quality control. And what’s ^ 
more? Nearly four decades of experience in the line blends^- 
every Amco Battery into international standards. 
Today Amco Battery is the choice of discriminating people 
in USSR. Yugoslavia. Poland. 6DR. Malaysia. UAR. Sudan 



and many other countries m the middle east and elsewhere 
whether it is for original fitment or for replacement. 

A complete range of lead acid batteries for Automobiles. 
Tractors. Fork Lift trucks. Locomotives. Telephones, 
v' Telegraphs and generating stations are manufactured by 
^ Amco Batteries Ltd., 


SScD 


AMCO batteries ltd 

Unity Buildings, Bangalore-2. 
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Towards 
Stagnation P 


I HE INTOXICATING Victory OI tile l ong reag Party 
under the leadership of Mrs Indira Gandhi, first 
in the Lok Sabha election and then in the recent 
state assembly elections, has caused a certain 
_ rigidity in the attitude of the ruling group which 

is likely to do considerable harm to our economy in the coming years. The 
result of the ban on the expansion of the activities of big business houses has 
already been witnessed in the stagnation of industrial growth. Alas! this has 
not caused as much concern at the centre as it would have in earlier times. 
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The sharp increase in foodgrains production and the recent upturn in cotton 
output have created conditions which have generated momentum for growth des¬ 
pite the failure on the industrial front. However, it seems that the current think¬ 
ing in the Congress on land ceilings is likely to cause stagnation in agriculture also. 
Already reports have been received that in some areas the landlords are dismantl¬ 
ing their tubewells in order to be able to retain larger land holdings when the pro¬ 
posed laws in this regard come into force. The loose talk regarding ceilings on 
land holdings has naturally caused panic among farmers having large holdings. 
The current year is proposed to be celebrated as the silver jubilee year of indepen¬ 
dence, but the new trends in economic thinking in the country are hardly conducive 
to faster growth. In fact, the measures already taken or proposed to be taken 
in the name of eradication of poverty are likely to undo a part of the gains 
which have already been achieved. 


The foodgrains surplus which this country has been able to generate during 
the past four years is due by and large to the efforts of farmers who have relatively 
bigger farms and also the resources to make use of the inputs such as improved 
seeds, fertilizers, pesticides and improved agricultural implements. Once this 
class is eliminated after the implementation of the proposed land reforms and the 
agricultural economy passes through a lean year, the cushion which has been 
available to us through the labours of this class of farmers will be denied to us. 
.Consequently, the crisis in a lean year would tend to accentuate. 


Not that this argument has not been presented to the Congress leaders; in 
fact, all these facts were put before the nine-member high level committee appoin¬ 
ted by the Congress leaders' conference and this committee is reported to have 
agreed to make a marginal distinction between the land assured of perennial irri¬ 
gation from government sources and the land irrigated from private sources. The 
committee has also expressed concern at the reported dismantling of tubewells by 
some farmers. But it seems that this committee also is in favour of only making 
a small distinction between the two types of land and the land reforms revolving 
around the formula of 10 to 18 acres of irrigated land per family of five are likely 
to be pushed through in one form or the other. 
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The redistribution of surplus land in this way is likely to hurt the current on¬ 
ward match of the agricultural economy. With slowdown in industrial expansion 
and application of brakes on agricultural growth, the economy might come to a 
halt within a couple of years. 

The expansion in the tertiary sector, especially in the urban areas, is proposed 
to be curbed by the ceiling on urban property. Current thinking in different 
Congress-ruled states is in favour of imposing a ceiling of Rs two lakhs per head 
or Rs five lakhs per family on urban properties. Such a ceiling is bound to cause 
an upheaval in urban land and property values. This again is bound to give a 
shock to the urban economy which might disrupt regular channels of business 
and trade for some time. It is hard to believe that the persons at the helm of 
affairs in the country do not understand the implications of the various mea¬ 
sures under consideration. The marked accent on distribution tends to show 
as if this country has made tremendous progress and that the era of distribution 
must start here and now. During the past two-and-half decades all that we 
have bom able to achieve is to increase our gross national product by a little 
more than 100 per cent, which, on the average, has given a rate of rise of about 
one per cent per annum on per capita basis. This is not a rate of progress in 
which one can take pride. There was need for laying stronger foundations 
for economic growth before we started applying the orates through our socia¬ 
listic zeal. Will the new power elite be willing to ponder over the consequences 
of the prevalent ultra-socialistic thinking? 
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Doubling steel 
production: howP 

The f ailure of the Planning Commission 
and the central government to formulate 
in time a correct policy for developing 
the steel industry is bound to cost the coun¬ 
try dearly in terms of a huge avoidable 
drain of foreign exchange resources and a 
serious holdup of the implementation of 
Plan schemes if the requisite supplies of 
steel are not available. Even now, the 
lessons of 1971-72 have not been properly 
understood and there is as yet no clear 
comprehension of the serious situation 
that will arise in the early years of the 
fifth Plan in regard to the availability of 
steel if immediate measures are not ado¬ 
pted to increase steel output regularly on 
a defined basis. 

It is true that there were exceptional 
developments in the past year and it was 
not possible to raise output substantially 
because of the loss of one million man- 
days in Durgapur on account of labour 
trouble, the difficulties experienced in 
Bhilai due to the shortage of coke oven 
gas and the roof collapse in Rourkcla. 
Even so, with a slight improvement in 
operating efficiency in the latter half of 
1971-72 and the fairly good performance 
of the two units in the private sector, steel 
output was marginally higher at 6.3 mil¬ 
lion tonnes of ingots against 6.17 million 
tonnes in 1970-71. 

As there was a sharp increase in the de¬ 
mand for steel and exports of engineer¬ 
ing goods also had to be increased, it 
became necessary to incur heavy expendi¬ 
ture on imports of steel of different cate¬ 
gories which are roughly estimated to have 
cost Rs 243 crores. In the absence of de¬ 
tails relating to categorywisc imports it is 
difficult to say what exactly the quantum 
of imports of mild steel is. It can however 
be roughly estimated that these imports 
were 1.1 million tonnes, the im¬ 
ports in April-September 1971 being 5.5 
lakh tonnes. The actual quantum may be 
even higher at 1.2 million tonnes if it is 
remembered that there were larger im¬ 
ports in the closing months of the last 
financial year. 

Allowing for exports of about two lakh 
tonnes and assuming that total availabi¬ 
lity was 5.8 million tonnes, actual con¬ 
sumption of mild steel in different forms 
was probably 5.6 million tonnes. The 
question is what should be the assump¬ 
tions regarding growth in consumption in 
the coming years with an acceleration of 
Plan outlays? It will be justifiable to pre¬ 
sume that this growth will be at least 20 
per cent annually till 1978-79. This will 


require an output of at least 15 million 
totkjnes of finished steel by that year calling 
for the creation of un installed capacity of 
at least 23 million tonnes of ingots aga¬ 
inst. the goal of 19 million tonnes now pro¬ 
posed. What is even more important is the 
availability of new capacity for commercial 
production regularly in order to bring 
about a sustained growth in indigenous 
production of steel. 

This aspect of the problem has not how¬ 
ever been correctly understood and it is 
only now dawning on the minds of the 
planners and the union Minister for Steel 
and Mines that greater priority will have 
to be accorded to the implementation of 
expansion schemes of the existing units 
in order to make scarce financial resources 
go a longer way and achieve also a quicker 
increase in steel production. 

As matters stand, in 1972-73, the out¬ 
put of finished steel may not increase to 
more than 5.4 million tonnes while con¬ 
sumption would have risen to 6.7 mil¬ 
lion tonnes. This would mean that imports 
will have to be on an even larger scale in 
the current year especially as it is proposed 
to step up exports of engineering goods by 
50 per cent in order to achieve the target 
of Rs 200 crores. It will be wrong there¬ 
fore to expect that there can be a cut in 
imports of steel with an increase in indige¬ 
nous production by 7.5 lakh tonnes of 
finished steel. These imports would have 
to be much higher at two million tonnes if 
there was a static level of production. It 
is hoped to achieve an output of 7.2 mil¬ 
lion tonnes of ingots by helping all the 
steel plants to operate at an average of 80 
per cent of rated capacity. The additional 
output however will have to be accounted 
for mainly by the three public sector plants 
though the Asansol plant of Indian Iron 
and Steel Co. Ltd also will have to make 
its own contribution. 

While the situation may be managed in 
the current year with better operating effi¬ 
ciency and a higher level of imports, 
serious difficulties will be experienced in 
raising output further through higher 
efficiency and after overcoming teething 
troubles of newly installed plant and ma¬ 
chinery at Bokaro. On the basis of exist¬ 
ing plans, an installed capacity of 10.7 
million tonnes of ingots may become avail¬ 
able in 1973-74, 12 million tonnes in 
1974-75 and 13.1 million tonnes in 1975- 
76. 

It is not possible to anticipate at this 
stage what the growth in installed capacity 
will be after 1975-76 as even without 
unexpected delays in constructing the 
Visakhapatnam and Vijayanagar steel 
plants fresh capacity may not be available 
earlier than 1979-80. It can therefore at 
best be expected that only the increase in 


consumption will be taken care of by a 
rise in level of internal production and im¬ 
ports cannot be displaced significantly 
with a better use of existing and new 
capacities. An import bill of over Rs 
200 crores Annually in respect of steel pro¬ 
mises therefore to be a regular feature. 
Indeed, there will be a compulsion to 
double these imports in the last three years 
of the fifth Plan if immediate steps arc 
not taken to implement expansion schemes. 

Mr Mohan Kumaramangalam has stated 
the obvious by pointing out that it is ad¬ 
vantageous to implement expansion 
schemes instead of concentrating atten¬ 
tion on the construction of new plants 
other than those proposed in Andhra 
Pradesh and Mysore. There is a compul¬ 
sion to implement the expansion schemes 
of Bokaro and Bhilai because of the heavy 
expenditure already incurred on the crea¬ 
tion of many facilities. The availability 
of the capacity of four million tonnes at 
Bhilai has been already taken into ac¬ 
count. 

However if the expansion of capacity of 
Bokaro to 5.5 million tonnes of ingots in 
three stages is taken into account, the 
whole work should be completed in a 
five-year period. There will still be a gap 
of seven million tonnes of ingots which 
can be filled only if there is a doubling 
of the capacity of Tata Iron and Steel Co. 
Ltd to four million tonnes and of that 
of Indian Iron and Steel Co. Ltd to two 
million tonnes. There will also have to 
be a doubling of the capacity of the Durga- 
pur and Rourkela units to yield another 3.5 
million tonnes. At present only the first 
stage expansion of the Asansol plant is 
under consideration. 

It will therefore be clear that the require¬ 
ments of the fifth Plan can be ensured only 
if the capacities of all the major units in 
the public and private sectors are increas¬ 
ed on an emergency basis and the const¬ 
ruction of steel plants also is taken up at 
regular intervals. A decision in regard to 
the location of new units in Orissa and 
Madhya Pradesh may have to be taken up 
after two or three years as perspective 
planning would compel advance action 
m regard to the creation of new capacity 
by entirely new units early in the fifth Plan 
in order to ensure continuity of production 
on a growing basis in the sixth Plan. 

It will also have to be examined how the 
construction period of expansion and new 
schemes on hand can be shortened by lay¬ 
ing emphasis on import substitution in 
respect of steel making machinery on a 
pragmatic basis. Since heavy expenditure 
will have to be borne on imports of steel 
all the time, there is considerable force in 
the argument of the Mysore government 
for speeding up the implementation of new 
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schemes with^he use of imported machi¬ 
nery where it*is clear that through such a 
procedure it would be possible to shorten 
the period of construction and displace 
also imports of steel significantly. Major 


Jute under 

pressure 

Soon after signing the tripartite agree¬ 
ment between employers in the jute in¬ 
dustry, the Central trade unions, and the 
government of West Bengal on May 7, at 
Calcutta, Mr SiddharthaShankerRay, the 
Chief Minister, said that the government 
had not let down the workers or the in¬ 
dustry and that they wanted it to survive 
and flourish. The next few months would 
reveal to what extent the new wage bur¬ 
den, amounting to Rs 20 crores per year, 
would affect the competitive capacity of 
the jute industry. Two days prior to the 
signing of the agreement, the Indian Jute 
Mills Association issued a statement, 
pointing out that an increase in the wage 
bill by as much as 25 per cent at one 
stroke would cause “an irreparable long¬ 
term damage to the industry’s export 
prospects by crippling its competitive 
strength vis-a-vis synthetics and the Bang¬ 
ladesh jute industry”. The Association ex¬ 
pressed the hope that the government and 
the workers would weigh all aspects of the 
wage question and would not blunder into 
placing on the industry a permanent cost 
burden, misled by a single year’s profits 
which were purely temporary and ad¬ 
ventitious. 

But the industry’s arguments did not 
seem to make any impression on the trade 
union leaders or on the government. 
They had already made up their mind that 
the jute industry must be compelled to 
pay substantially higher wages, irrespective 
of its present financial position and future 
prospects. And, frankly, the industry had 
no other option but to yield. Mr Siddhartha 
Shanker Ray revealed that on the morning 
of May 7, he telephoned a solici¬ 
tor and asked him to persuade his clients 
—the jute magnates — to agree to the pay¬ 
ment of a basic minimum wage of Rs 235 
per month; and he thanked the solicitor 
(whom he did not name) for his part 
in the negotiations. By making this dis¬ 
closure Mr Ray perhaps wanted to tell the 
public that the credit for this agreement 
should go to him also and not merely 
to his Labour Minister and the labour 
leaders! 

The' jute industry has been highly la¬ 
bour-intensive, the labour cost being 
about 26 per cent compared to five to 


decisions have therefore to be taken with¬ 
out delay and on the basis of scientific esti¬ 
mates a suitable pattern of production 
should be evolved for more than doubling 
capacity in the fifth Plan period. 


ten per cent in engineering. In the last 
three years, the costs of production have 
sharply increased on account of stores, 
electricity, raw jute, and the payment of 
higher wages, dearness allowance and 
bonus. In 1971 the dearness allowance was 
increased on two occasions, once by Rs 
12 and again by Rs 4.80 per month. But 
when a decline in the cost of living index 
called for a reduction in thedearness allow¬ 
ance by Rs 9,20 per month in the middle 
of 1971, the industry agreed, at the request 
of the union Labour Minister, not to cut 
the DA. Now with the powerful backing 
of government, the industry has been com¬ 
pelled to increase its annual wage bill 
by Rs 20 crores from the present level of 
Rs 90 crores. 

The agreement, indeed, represents a 
big triumph for the workers. The Indian 
Jute Mills Association has explained 
that the average monthly wage in the 
industry will now be about Rs 275 per 
worker. But with the payment of gratuity 
at four per cent, bonus at seven per cent, 
contribution to the provident fund at eight 
percent and other fringe benefits, the cost 
per worker to the company will go up by 
another Rs 80 a month, making a total of 
Rs 355. Some workers will now have to 
pay income-tax. It is estimated that the 
average cost of converting raw jute into 
fabric will increase by about Rs 170 a 
tonne. The Indian Jute Mills Association 
has expressed the hope that the workers 
will exert themselves to increase produc¬ 
tion to the rated capacity of every ma¬ 
chine. How far will this hope be 
realised? A similar sentiment was ex¬ 
pressed in August 1969 when the jute 
industry conceded an increase of Rs nine 
crores in the wages after a prolonged 
strike. But in April 1971 at the annual 
meeting of the IJMA, the president com¬ 
plained that since January 1970 while the 
cost of conversion of raw jute into jute 
goods had increased by Rs 173 per tonne, 
in the same period labour productivity 
had declined by 10to15per cent due 
to a steady fall in efficiency. In April this 
year, the IJMA bemoaned the continued 
decline in productivity and referred 
to the “intense inter-union rivalries lead¬ 
ing to various acts of indiscipline and a 
large number of general strikes”. In this 
background, it remains to be seen to what 
extent the workers will respond by im¬ 
proving efficiency and discipline. 

The jute industry has been saddled with 
fresh and heavy burdens at a time when 


the competition from Bangladesh has 
been resumed and the threat from synthe¬ 
tics has been intensified. It is true that 
our total jute exports in 1971 increased to 
a little over 732,000 tonnes from 549,000 
tonnes in the preceding year. But it is 
worth recalling that between 1963 and 
1967, our annual exports averaged about 
850,000 tonnes which was 16.1 per cent 
more than that was exported in the last 
year. It is also pertinent to remember that 
between 1968 and 1971, the share of jute 
in the total primary backings in the 
USA declined from 81 per cent to 63 per 
cent while the share in the secondary back¬ 
ings fell from 71 per cent to 66 per cent. 
Already, non-jute backings account for 
about 35 per cent of the market. The go¬ 
vernment, industry and workers there¬ 
fore can no longer afford to ignore these 
realities. 

One of the immediate tasks before the 
government should be to provide the 
jute mills with electricity adequately and 
without interruption. For more than two 
years now, the industry has been pla¬ 
gued by frequent and drastic cuts in 
power supply, resulting in huge loss of 
production, estimated at 20,000 tonnes va¬ 
lued at Rs seven crores in 1971. fnthe 
current year also, the industry continues to 
suffer from prolonged load sheddings. If 
the West Bengal government cannot pro¬ 
vide power to all industries, it should at 
least exempt the jute industry from the 
cuts in view of its unique role in the 
country’s economy and export trade. 
Apart from power, attention has to be 
given to other urgent problems like the 
provision of sufficient bank credit, finance 
for expediting the schemes of modernisa¬ 
tion and availability of raw jute at eco¬ 
nomic prices. 

The government of West Bengal and Mr 
Siddhartha Shanker Ray in particular may 
feel gratified at the fact that soon after com¬ 
ing into power, they have been able to win 
the goodwill and gratitude of the workers 
in the jute industry. It will be hardly sur¬ 
prising if workers in other industries also 
start asking and agitating for higher 
wages. (The workers in the jute mills si¬ 
tuated in Andhra Pradesh. Bihar, Uttar 
Pradesh and Madhya Pradesh have already 
demanded the extension of the Calcutta 
agreement to them). In the negotitations 
between the jute mills and the trade unions, 
the industry’s capacity to pay did not 
seem to figure at all. In the last few years, 
most industries in West Bengal especially 
in the engineering group have been pass¬ 
ing through a critical phase due to the 
scarcity or raw materials and bank credit 
and other causes. About 300 units still 
' remain closed while many arc in the sick 
category. In this background, will not 
an indiscriminate increase in wages scrious- 
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ly affect industrial growth of West Ben¬ 
gal? The per capita annual earnings of 
persons employed in factories and earning 
less than Rs 400 j>er month in West Ben¬ 
gal were Rs 2245 in 1968 compared to Rs 
1180 in 1958, an increase of ninety percent 
in ten years. Few will grudge the payment 
of higher wages and amenities to workers 
so long as the industries concerned are in 
a position to bear the financial bur- 

HEC A sorry 
tale 

The 18 th report of the Committee on Pub¬ 
lic Undertakings (CPU) relating to the 
affairs of Heavy Engineering Corporation 
Ltd (HEC) makes sad reading. It shows 
that large sums of public funds have been 
unnecessarily wasted because of bad—nay, 
callous- management. 

On March 31, 1971, the paid-up capital 
of HEC was Rs 100 crores and loans to 
the extent of Rs 61.22 crores had been 
contracted. Against the total capital of the 
order of Rs 161 crores the losses incurred 
by the end of 1970-71 had risen to 
Rs 73 crores which were nearly three 
and a half times more than what had 
been expected by HEC and the Ministry 
of Steel and Mines. The process of incurr¬ 
ing losses has, however, not ended. A fore¬ 
cast prepared by the management of HEC 
indicates that further losses of the order of 
Rs 23.5 crores are likely to be incurred dur¬ 
ing 1971-72 and 1972-73. If past estimates 
are any guide in this regard, it is safe to 
presume that the volume of actual losses 
would be much higher. It follows that by 
the end of the current financial year, the 
whole of the paid-up capital of this public 
sector undertaking would be completely 
wiped out. On top of that there docs not 
seem to be any possibility of reaching a 
breakeven point at an early date. The 
Ministry of Steel and Mines has estimated 
that income and expenditure of HEC 
might balance in 1974-75. 

Many aTC the causes which have brought 
HEC to its present pitiable condition. The 
most important in the opinion of the 
CPU is the absence of an organizational 
set-up. Also, no firm market surveys were 
undertaken in order to determine possible 
trends in demand. Consequently, even now 
HEC has not received any firm orders on 
long-term basis with the result that pro¬ 
duction plans on an assured and rational 
bases cannot be chalked out. 

The HEC exhibited undue haste in tak¬ 
ing on the manufacturing operations with¬ 
out acquiring worthwhile machinery for 
costing its operations. In a majority of 
cases, its cost of production exceeded the 


den involved. But if it is the stand of the 
West Bengal government (as reported to 
h*ve been stated by its Labour Minister, 
Dr Oopaldas Nag) that the minimum wage 
in the organised sector should be the same, 
irrespective of the nature of the industry 
or the capacity to pay, it is doubtful if 
the economic revival of West Bengal 
can gather any momentum in the 
near future. 


sale price making the accumulation of 
losses inevitable. The CPU has pointed 
out that “low productivity, high cost of 
materials and wage rise without commen¬ 
surate rise in productivity” arc some of 
the reasons which resulted in inflated 
costs. This state of affairs had continued 
year after year because the corporation had 
not followed any proved costing system. It 
had not prepared any accounting manual 
and had no detailed cost estimates before 
undertaking a job. Moreover, no job ana¬ 
lysis had been undertaken to fix the 
“norms for labour requirement”. No 
wonder that HEC landed itself in a financial 
mess. 

It seems that the HEC project was 
conceived by absent-minded bureaucrats 
in the Ministry of Steel and Mines; that is 
why it took the corporation and the steel 
ministry about ten years “to finalise the 
capital estimates of the various projects 
of HEC.” Amazingly the estimates for 
township of HEC and “common charges 
have not as yet been finalised. The CPU 
is, therefore, justified in expressing resent¬ 
ment at this inept handling of the affairs 
of a public sector undertaking costing the 
exchequer crores of rupees. The commit¬ 
tee has rightly stated that, ‘‘it is unfair 
to the Parliament and to the country 
to make them commit to a project on a 
piecemeal basis from year to year without 
giving a true and realistic picture of the final 
cost of the project”. A similar warn¬ 
ing was given by the Estimates Com¬ 
mittee iii 1963-64 in its 51st report 
when it emphasised that “total commit¬ 
ments on such projects should be prepared 
as realistically as possible in the beginning 
and should be available to government and 
Parliament before a project is approved so 
that there is proper and effective control 
on the finances of the company”. The 
manner in which HEC has been run clearly 
shows that this public sector undertaking 
and the Ministry of Steel and Mines 
have saint respect for the opinion of the 
parliamentary committees. 

The cost of construction of the project 
increased mostly due to delays in its erec¬ 
tion and commissioning. The gestation 
period proved to be unsually long. On 
top of that, HEC continued to revise its 
built-up capacity from year to year because 
the project report had not given any indi¬ 


cation in this regard. The CPU has now 
suggested that “the project reports for 
plants to be set up in future should indicate 
the gradual build-up of the capacity from 
year to yean” It is high time that the 
corporation makes up its mind about the 
eventual sizes of its various divisions. If 
it continues to be indeterminate in its ap¬ 
proach to this question even after 13 years 
of its inception, then the prospects of its 
ever becoming a viable unit are remote. 

' The most scandalous element in the work¬ 
ing of HEC is the extremely low capacity 
which has been used so far. Only 10 to 25 
per cent of the capacity of the plant has so 
far been utilised. Organizational failures 
necessitated the “off-loading” of some or¬ 
ders for heavy structurals, castings and 
forgings to ancillary industries and sub¬ 
contractors. In other words, the mis¬ 
management of the affairs of HEC has 
gone to such pathetic limits that the cor¬ 
poration finds it difficult to execute even 
the limited volume of orders received by it. 
The HEC is also responsible for holding up 
the progress of the Bokaro Steel Plant as 
il was not able to meet in full the orders for 
equipment and machinery required for it. 
Even the recommendations of technical ex¬ 
perts to improve the working of the Foun¬ 
dry Forge Plant have not, according to the 
CPU, brought about any worthwhile im¬ 
provement in working. 

A peculiar feature of the working of 
HEC has been its amateurish handling of 
the manpower problem. In some vital 
sections, there is dearth of workers while 
in others—especially at the headquarters— 
there is a glut. The CPU rightly saw little 
justification for 385 officers and nearly 
3,000 supporting staff for the headquarters' 
organisation while the design section— 
a key part of the Heavy Machine Build¬ 
ing Plant— had only 191 officers as against 
the sanctioned strength of 555. Again, in 
the Foundry Forge Project, as many as 
653 officers have been employed against 
the requirement of 545. Also, in the 
Heavy Machine Building Project, there is 
an excess of 42 officers. Obviously, there 
is sufficient room for cutting out dead 
wood in most of these divisions so as to 
bring about economy in expenditure. 

The absence of co-ordination which has 
been witnessed in the affairs of HEC 
is indeed alarming. Sadly the CPU has 
noted that “spares worth more than two 
crores of rupees were received much be¬ 
fore the receipt of plant and equipment for 
which the spares were required”. The 
spares were allowed to rust in the stores 
till the plant and equipment arrived. It 
meant unnecessary blocking of capital 
and consequential financial loss. In short, 
HEC seems to be dogged by a number of 
deficiences whose list is long. It is per¬ 
haps competing with some others in the 
public sector to be declared as the worst 
public sector undertaking! 
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ro wrsofw iw 
Foreign aid and 

economic development 


THE importacb of foreign aid as a fac¬ 
tor in economic development has been in¬ 
creasingly recognised. However, there are 
extreme differences of views about the 
role or importance of foreign aid in eco¬ 
nomic development. Attempts have 
been made to explore the possibility of 
economic development without foreign 
aid such as the Svadeshi Han enunciated 
as an alternative course of economic de¬ 
velopment. At the same time, there are 
others who advocate free flow of foreign 
aid to bring about early take-off of the 
developing economy. 

Hence a quantitative analysts, free from 
any political consideration, is needed to 
arrive at the proper appreciation of the 
role of foreign aid in economic develop¬ 
ment. 

The objective of this article is to present 
such a quantitative analysis with reference 
to India. Many empirical investigations 
have been carried out try the economists to 
find out the effect of foreign aid on eco¬ 
nomic development. One of theBtudies 
points out that “significant increase in 
per capita income depends largely upon 
availability of external resources.” 1 How¬ 
ever, OECD Development Review (1968) 
states that “there is no significant corre¬ 
lation befWeen GDP growth and official 
per capita aid receipt.”* The World Bank 
Report also testifies that the relationship 
. between foreign exchange availability and 
economic growth appears to be weaker 
than between exports and growth. 

In the quantitative analysis relating to 
India, only government to government 
aid has been takan into account excluding 
food aid and private business investment. 
Moreover, the structure of foreign aid is 
not dealt with, though ultimately the effec¬ 
tiveness of foreign aid in the long run 
depends upon its structure. 

In finding out the relationship between 


The author, who is in the Indian Economic 
Sendee, desires that it should be clearly under¬ 
stood that the views expressed in this article are 
hit'personal views. 


foreign aid and economic developmant, 
it is not logical to relate foreign aid to 
national income directly. Foreign aid 
gets integrated in the growth process of 
an economy through its effect upon invest¬ 
ment. Foreign aid is used in the first 
instance to import capital goods, raw 
materials and services. This adds to in¬ 
vestment in the economy and through 
investment it helps in raising national 
income. Thus it is through investment 
that foreign aid affects national income. 

In arriving at the quantitative analysis 
some, assumptions have been made. 

Assumptions 

1. S=I : Saving equals investment. 

S=Saving, I=Investment, 

2. I~f (M, R, Pn), M^Imports, 
R=Rate of Interest, Pn=Net Profit. 

Investment is the function to imports, 
rate of interest and net profit. R and Pn 
are assumed to be constant. 

3. M-f(E,F) E=Export, F-~Foreign 
Aid 

Import is the function of export earn¬ 
ings and foreign aid. 

4. Y«f [i (M)] 

As exports depend on various factors, 
E is excluded and imports getting into 
investment financed by foreign aid are 
taken into account. We can write: 

5. Y=f[(I (F)] 

6. Foreign exchange rate is given and 
is constant. 

7. Availability of domestic goods is 
constant. 

Qaaadtative Analysis 

In the quantitative analysis presented 
here, the data relates to the period 1955- 
56 to 1964-65. 


Tabi.e 1 

Net Domestic Product, Net in¬ 
vestment and Foreign Aid 


(Rs crorcs) 


Year 

Net 

Domestic 

Product 

(1960-61 

prices) 

Net 

Invest¬ 

ment 

(1960-61 

prices) 

Foreign 

Aid 

1955-56 

11096 

1161 

35.31 

1956-57 

11672 

1809 

67.12 

1957-58 

11388 

1217 

155.07 

1958-59 

12285 

1442 

248.68 

1959-60 

12533 

1428 

197.20 

1960-61 

13380 

1733 

217.32 

1961-62 

13891 

1868 

250.60 

1962-63 

14177 

1940 

321.58 

1963-64 

15000 

2198 

404.91 

1964-65 

16090 

2504 

505.50 

Sources : 

1. Tiwari S.G.: 

Some Aspects of 


Economic Growth in India; 1950-51 
to 1964-65. Paper read at Bangalore 
Conference 1968. 

2. C.S.O. Capital Formation in India; 
1960-61 to 1965-66. 

3. C.S.O. Estimates of National Pro¬ 
duct: 1960-61 to 1967-68. 

4. Finance Ministry, Govt, of India; 
Economic Survey: 1967-68 Table 7.1 
P. A65. 

In this analysis, one-year time lag has 
been assumed between investment and na¬ 
tional income. It differs between diff- 
rent sectors and within a sector from In¬ 
dustry to industry. Therefore, for the sake 
of simplification, time lag of one year is 
assumed. Similarly, time lag between 
foreign aid and investment is also taken 
as one year. 

The results of the quantitative analysis 
in terms of absolute figures and in terms 
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log-linear method of regression are 

as follows: 


1. Absolute figures: (Rs crores) 

(a) Y=7793.57+3.397 

I.j r=0.75 

St. T=3.070 

(1.099) 

r,=0.57 


(b) 1^1787.66+F., 3.658 

F. t r=0.81 


(0.99) 

r,=0.66 

St.T. =3.695 

11. Log-linear Method: 

(a) Log Y=2.53+0.439 

Log l_, r=0.978 


(0.040) 

r,=0.956 

St.T.=1.458 

(b) Log I- 3.035+0.163 

Log F_ t r=0.63 


(0.076) 

r,=0.39 

St.T.=2.15! 

Thus 

Y=f (T-! ). 

(1) 


I-f(F_, ). 

.(2) 


Explicit form of the function (1) can be written as: 


Log Y=«4'j5 Log . 

(la) 



Similarly log I=a+b Log (F^ ).(3) 

From these equations, brief explanation of the model can be given as: 
Differentiating log Y with respect to 
Log I., we get: 


dlogY 

d l og L , 


or 


dY 

dL, 



In order to get a trend figure, we can 
take arithmetic mean of Y and I denoting 
the same as y and I and replace them in 
place of Y and L, respectively. 


T-'(t) .« 

Similarly 

d log I _F dl 
d log F.j “I • dF ml .• 

«£ ( 4 ) 

F Arithmatic mean of foreign aid re- 
cievcd during this period. 


Therefore, adding the above two equa¬ 
tions (i.e. 6 and 8) we can write: 


dY dY dl 
dF dl ’ dF 


(9) 


f=denoting change in Y for a unit 
change in F. 


The results of the quantitative analysis 
in terms of linear analysis give the coeffi¬ 


cient (or elasticity) for investment and 
foreign aid. Using above equations, we 
get the following results: 


—0.439 (6) 
—2.634 



=0.163(11.2) 
= 1.82 


dY dY _dl 
dF dl ' dF 

=2.634 xl.82 =4.795. 

Thus we can say that on an average a 
unit increase in foreign aid leads via in¬ 
vestment to an increase in national income 
by 4.8 units. Of course, this relationship 
is based on the assumptions mentioned 
already. 

The foreign aid as percentage of na¬ 
tional income on an average during these 

years was 1.4% *»*%)• 

Given this proportion of foreign aid in 


MB SUSHI 

national income, 1.4% of foreign aid will 
bring about (1.4x4.8)=6.72% increase 
in national income. However, a certain 
percentage of national income is required 
for debt repayment and debt-servicing. 
In India, considering this to be nearly 
one per cent of the national income, we 
find that, with foreign aid as 1.4% of 
the national income, the increase in na¬ 
tional income will be 5.72% (6.72—1). 

The quantitative analysis detailed above 
has its own limitations but it tries to show 
that, given the assumptions, foreign aid 
helps in raising national income. If its 
preportion in national income is less, its 
impact on national income is bound to 
be less significant. In the countries where 
foreign aid formed a large and substantial 

^ ^00 of investment and imports, 
s affected the national income 
significantly. Take, for instance, the case 
of Greece. “In Greece, import surplus 
(financed by foreign aid) was 24% of 
GNP, 78% of imports and nearly 100% 
of investment”. 3 Thus much depends 
upon the volume of foreign aid and its 
proportion in national income, imports 
and investments. 

The above analysis also depends upon 
the implict assumption that contribution 
of the agricultural sector to the national 
income is constant or that it does not 
drastically change. In a developing 
country like India, agricultural sector still 
contributes a substantial proportion (near¬ 
ly 40 to 45%) to national income. Thus 
if due to droughts or floods agricultural 
sector fails to contribute to national in¬ 
come, the national income will decline 
in spite of the increase in foreign aid. 
Hence, the structure of national income 
and contribution of each sector to it is 
of great significance and cannot be over¬ 
looked in any study of the relationship 
between foreign aia and its contribution 
to national income. However, in this 
analysis it is implicitly assumed that the 
proportion of contribution of agricultural 
sector to national income remains cons¬ 
tant and hence a normal period free from 
drought and recession (1955-56 to 1964-65) 
was chosen. 

Thus, foreign aid not only supplements 
domestic savings but also helps in bridging 
the trade gap which helps in realising the 
productive capacity of the economy. In 
India foreign aid will play an important 
role because even if a saving-investment 
gap may not exist, a trade gap will conti¬ 
nue because of the increased requirement 
of maintenance and raw material imports.. 
The recent ECAFE Report on trade gap 
analysis regarding India, points out that 
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“the functional* relationship between 
int-n ffife and consumption indicates that 
the potential for mobilising domestic 
resources is increasing in India with rising 
net domestic product.... At a uniform 
growth rate India will always start with a 
deficit in savings to be met by foreign 
savings, and end up with a non-utilisa¬ 
tion of potential domestic resources be¬ 
cause of the dominance of trade gap... As 
income and saving potential grows, it is 
no longer needed to meet savings gap.... 
The major obstacle to growth is the essen- 

♦JLog 00.191951-0.89377 log Xn r-0.9957 

C ^Consumption. 

Xn-Net domestic product. 


POINTS or VIEW 


tial capital goods and raw materials need¬ 
ed from foreign countries. The situation 
then calls for increased foreign aid, as also 
fresh efforts to expand exports and for in¬ 
creased import substitution.” 4 

In view of this, foreign aid has a effec¬ 
tive role to play in the overall process of 
economic development and its importance 
cannot be minimised by emphasising non¬ 
economic considerations. 
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Towards greater — 
economic independence 


The year 1971 proved to be a very signi¬ 
ficant one in the history of our country 
and in fact, in the annals of democracy in 
the world. The year proved to be unique, 
because it saw the principles of human dig¬ 
nity, liberty and democracy more firmly 
established and courageously upheld in 
India. What was supposed to be a poor 
and helpless country of 560 million people, 
emerged as a strong nation, ready and 
willing to sacrifice everything for its be¬ 
liefs and lofty principles. This phenome¬ 
non gave a jolt to those nations who had 
hoped to dictate the “Do’s” & “Dont’s” 
to this country on the strength of the eco¬ 
nomic aid they gave. Their experience 
had all along shown that economic 
r aid could be used as a very convenient 
and effective political tool to bring 
’erring’ poor countries down on their 
knees. But to their great disappoint¬ 
ment, nothing like that happened in 
the case of India and it is determined to 
achieve greater economic independence. 

The rich nations have grossly under¬ 
estimated the resilience and the will 
of the Indian people to make the necessary 
sacrifices for achieving the goal of econo¬ 
mic independence, for we realise that our 
political freedom is not safe as long as eco¬ 
nomic independence is not achieved. Only 
if the militarily powerful nations leave the 
Indian sub-continent alone and do not 
foment trouble to grind their own axe, 
India can peacefully settle down to achieve 
this task in a few years’ time. There is no 


doubt left about its capacity to do so but 
it needs to be left alone with its neighbours 
to work out a plan of lasting peace and 
faster economic progress for all. 

1971 was the year of destiny for India. 
Besides the emergence of a strong govern¬ 
ment at the centre, the military victory over 
Pakistan and the liberation of Bangladesh, 
the year 1971 was also marked by our de¬ 
cision to stop the imports of foodgrains. 
For the first time since independence, the 
country became self-sufficient in food. 
This also helped to improve the balance 
of payments. Unfortunately, the year was 
also marked by a very great increase in 
unemployment — over 22 per cent, and a 
very low rate of growth in the industrial 
sector — less than 1.5 per cent in the first 
five months of 1971-72. New capital issues 
in 1971 were the lowest in the last six 
years and only 50 per cent of that in 1967. 
The number' of new enterprises floated in 
1971 was also very small. The rate of savi¬ 
ngs was lower last year at 8.6 per cent as 
against 11.15 per cent in 1965-66. Al¬ 
though the country did well on the export 
front, imports for development have been 
rising. The adverse gap in trade balance, 
which was reduced to Rs 90 crores 
in 1970-7], has again gone up to Rs 200 
crores. 

The protectionist attitude of some count¬ 
ries and the enlargement of the EEC are 
alsb causing some concern to developing 
countries such as India. It is in this con¬ 


text that the Prime Minister has called for 
greater regional co-operation among Asian 
countries. A time has come when these 
countries should help each other develop 
so that their exploitation by the rich count¬ 
ries is brought to an end and a relationship 
of partners in development is fostered. Im¬ 
ports will also have to be reduced to the 
bare minimum and exports as well as im¬ 
port substitution will have to be boosted. 

But these are stupendous tasks. If India 
is to play on important role in the sub¬ 
continent and in Asia, it will have to tackle' 
these problems fast and effectively. Any 
delay or indecision can only harm our 
national interests. Co-operation and help 
from all the sections of the society will 
have to be enlisted, if progress in the true 
sense is to be achieved. The twin tasks 
of helping Bangladesh rebuild its economy 
and continuously reducing our own 
economic dependence on others, must be 
achieved simultaneously and at the ear¬ 
liest. 

Foreign aid is mainly in the form of long¬ 
term loans which are to be repaid 
with substantial interest. Most of this aid 
is tied and we are obliged to buy our re¬ 
requirements from the creditor country at 
its own quoted prices, which are invari¬ 
ably higher by 25 to 50 per cent compared 
to these for purchases against free foreign 
exchange. Other terms and conditions— 
like compulsory shipping of more than 
50 per cent of the exported goods in 
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the creditor country’s ships—are also 
quite pressing for the debtor country. 

A study of the inflow of foreign aid dur¬ 
ing the last four years gives us the picture 
in the table below : 

Since food imports have now been 
stopped, stoppage of foreign aid would 
mean a net loss of about Rs 235 crores per 
year in foreign exchange. It is in this 
context and the need for additional fo¬ 
reign exchange for strengthening our 
defence and for rebuilding Bangladesh, 
that an all round effort is to be made to 
reduce our dependence on foreign aid. 

The shortfall in foreign exchange could 
be made up partly from the country’s 
foreign exchange reserves, partly from 
higher exports and partly from reducing 
imports. Quite a sizeable part of raw ma¬ 
terial imports goes into the production 
of luxury or semi-luxury goods. The pre¬ 
sent pattern of consumption will, there¬ 
fore, have to change if more savings and 
investment are to be generated. It has 
been found that there has been a definite 
co-relation between an increase in aid and 
a decline in domestic savings. In fact, 
foreign aid is being increasingly used for 
covering the gap in domestic savings. 

breaking the circle 

The government is now determined to 
make genuine self-reliance a reality. For 
this the production pattern would be rest¬ 
ructured with the greatest emphasis on 
essential consumer goods and investment 
goods, which are necessary for generating 
employment and for defence. But the 
country will have to break the circle of 
low savings, low rate of growth in in¬ 
dustrial production, high unemployment 
and widening trade deficit. The time to 
attempt a positive and massive thrust to 
break this circle was never so appropriate 
as now. The new mood of the nation to 
go to any extent to ensure greater econo¬ 
mic independence and self-reliance for 
the country’s economy should be construc¬ 
tively canalised. There is hardly any 


dottfct in the minds of the people today 
thafjthe country can live without foreign 
aid.' bold statesmanship oil the economic 
plane could definitely bring about resu¬ 
lts as gpectucular as it did on the politi¬ 
cal plane. 

challenging task 

The business community will have to be 
prepared to face and overcome the di¬ 
fficulties which may come in its way as a 
result of such a bold policy. This would be 
a small price to pay for the economic inde¬ 
pendence the country would eqjoy in the 
end. Some dependence on imports may be 
unavoidable but over-dependence on 
external aid is degrading and dangerous. 
It breeds complacency, and saps the will 
to work hard for cost reduction. Our cost 
of production is consequently higher and 
the exports suffer. Besides, dependence on 
aid for import of raw materials and/or 
spares also accounts for higher inventories 
and higher costs. In fact, if India could 
bid freely in the world market for the goods 
obtained with this aid, the actual outlay 
of foreign exchange might only be half of 
the net external aid. The Prime Minister 
has, therefore, rightly called upon the 
nation to make a Silver Jubilee Year of 
our political emancipation as the year of 
self-reliance in the economic field. 

Positive steps are now being taken to 
see that industrial production increases 
at a much faster rate. A growth rate of 
10 per cent per year is thought to be 
quite feasible and within our capacity. 
Such a tempo would generate more re¬ 
sources for further growth. The recent 
decision of the government to allow 
expansion in 54 selected industries is a 
step in the right direction. The Prime 
Minister has also asked all the concerned 
ministers to speed up the growth of the 
industrial sector by utilising idle capacity 
in key industries like steel, fertilisers and 
engineering industries and by creating 
additional capacities in these and others. 
It is now realised that the general slack 
in industry is not due to the unrealistic 
weights used in the official index, but due 
to the shortage of raw cotton, declining 
steel production, capacity constraints in 


Inflow of foreign aid 

(Rs crores) 


Item 9 1967-68 1968-69 1969-70 1970-71 


1. Gross aid (excluding food aid) 866 717 711 670 

II. Total debt servicing 333 375 412 435 

HI. Net aid inflow (exclusive of food aid) 533 342 299 235 


some industries and demand constraints 
in some others, and of course, labour un¬ 
rest. In met the mid-term appraisal of the 
fourth Plan admits that ‘‘the poor record 
of overall industrial growth is largely the 
result of stagnation or even decline in the 
output of a few major industries, especi¬ 
ally textiles, steel and transport equip* 
ment”. With this realisation and with a 
a more bold and realistic policy, indus¬ 
trial growth will no doubt be hastened. 
However, the speed of action is extremely 
important here as time is the essence 
of the whole process. The legitimate de¬ 
mand for greater social justice must be 
met without undue delay and for this the 
process of industrial development must 
be accelerated. It is a matter of great 
satisfaction that the Prime Minister is re¬ 
ported to have asked her colleagues in the 
ministry that “delays and procedural 
wrangles should not be permitted (o affect 
the country’s development’’. 

boostiDg savings & investment 

Besides the twin tasks of import substi¬ 
tution and export promotion, all possible 
steps must be taken to boost the rate of 
savings which is at a very low level at pre¬ 
sent. The Finance Minister has recently 
said that the low rate of industrial growth 
was mainly due to low investments. The 
general level of savings must be raised if our 
efforts towards economic independence are 
to succeed. The Finance Minister also 
admitted that it was difficult to inject buoy¬ 
ancy in the private sector unless public 
investments surged forward. By way of 
generating more resources the country will 
nave to tap those sources of revenue which 
have remained untapped 90 far. Besides, 
industrial units in the public sector will 
have to yield more returns by increasing 
managerial efficiency and reducing costs. 
The question of cost reduction is extremely 
important if we wish to compete success¬ 
fully in world markets. 

It is feared that some steps taken by 
the government towards liberalisation of 
industrial policy may not make such im¬ 
pact on the industrial scene. The most cru¬ 
cial question which must be asked in this 
context is whether a given measure would 
really push up investment and result in 
larger output at the fastest possible speed. 
The present policy of fragmentation of 
capacities in various industries, therefore, 
needs to be closely re-examined. Simi¬ 
larly investments in research and develop¬ 
ment (R & D) must be encouraged for 
making them more attractive to the pri¬ 
vate sector. Only, with increased R « 0 
and development of indigenous techniques 
with high labour content, can we hope to 
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achieve self-reliance and increased employ¬ 
ment. 

The real test of self-reliance is not only 
import substitution but rising exports of 
those finished products and raw materials 
which we have been importing so far. The 
reduction of cost and promotion of greater 
managerial efficiency, therefore, become 
two extremely important tasks. 

It is now being realised that although 
foreign aid has enabled us to undertake 
various projects and programmes, it un¬ 
fortunately also bred a tendency to depend 
upon foreign technology for everything and 
thus created a sense of complacency in the 
Indian farmers as well as entrepreneurs. 
India would have become more self-reliant 


and definitely more self-respecting, had 
foreign aid not been so eagerly sought. It 
is true that at the time of a very critical 
food supply position in the country, food 
imports under foreign aid programmes 
helped us to tide over the difficulty. But it 
also remains a fact that scarcity arose in the 
first place only because we had neglected our 
agriculture and agricultural pricing policy. 
If we had taken care of these, we would not 
have been forced to import foodgrains. 

However, the nation has now awakened 
to a new sense of self-respect and self- 
reliance and is willing to make the neces¬ 
sary sacrifice. This does not mean dis¬ 
carding all foreign aid. We shall accept 
aid from friendly countries, aid without 
strings andaflcr ensuring that it wauld not 


rjgnsjfiilHl 

be used as a political leverage. But the 
true strength to face great challenges can 
come only from our resilience and willing¬ 
ness to change our strategies of economic 
growth in general and export promotion 1 ■: 
in particular, to suit the new national 
reauirements. Changes are called for in, 
industrial development policy, research 1 
and development promotion measures and' 
export strategy to cultivate new markets, v 
for both traditional and non-traditional 
products. 

Furtherance of the goals of social justice 
are not incompatible with a pragmatic 
policy of faster industrial growth. But the 
correct mix must be found soon. At this 
juncture of our national economy, we can 
hardly afford to lose another day. 


Ceiling on land holding - - - 


The programme of imposing a ceiling on 
land a family or a person can hold and the 
distribution of the excess land among the 
landless and small landholders is ac¬ 
claimed as the most appropriate fiscal 
measure for reducing intra-farm income 
inequality and attaining the long cherished 
goal of social justice. The programme 
figured in the election manifesto of ruling 
Congress party in the last parliamentary 
and recent assembly elections and re¬ 
ceived wide support. In the past, the 
ceiling measure gave rise to more serious 
debate than any other measure, as it was 
concerned with the question of right of 
private property. The programme was 
never taken in right earnest because of 
the stiff opposition from the big farmers 
who commanded rural votes. The go¬ 
vernment "ever wanted to incur the dis¬ 
pleasure of this class and ceiling acts were 
made deliberately evasive to suit their 
convenience. The delaying and avoiding 
tactics were followed to allow them enough 
time to make the transfer of their lands in 
the names of their kith and kin. After 
the passing of the 25th Amendment to the 
Constitution, which makes it free from 
legal complications and the formation of 
favourable ministries in the states for 
which the central government was anx¬ 
iously waiting, the decks have now been 
cleared for the speediest and smooth im¬ 
plementation. 

The ceiling programme has been justi¬ 
fied from the point of social justice 
as well as growth The rural income 
is more unevenly distributed, as it is evi¬ 
dent from the data on income distribution 


and personal consumption expenditure. 
Thus, weighted average income per 
capita per day in 1960-61 turned out 
to be 35 paise for 87 per cent of rural 
population, while it stood at 233 paise for 
the rest of the population 1 . Similarly, 
while 42 per cent of rural population, with 
their per capita monthly expenditure of 
Rs 15 at 1960-61 prices, lived in abject po¬ 
verty and were not able to meet consump¬ 
tion at minimum caloric requirement, 
6 .4 per cent of rural population had a per 
capita monthly expenditure of more than 
Rs 43. 3 

Inequality is simply a matter not of 
income but of the means of production. 
The genesis of the rural income inequa¬ 
lity lies in the uneven distribution of land 
which is the main source generating 
rural income While 73.76 per cent of 
rural households having their operational 
holdings below live acres account for 
19.82 percent of total cultivable land, 4.46 
per cent of them with holdings above 20 
acres account for 35.35 per cent of the cul¬ 
tivable area. 3 It is this great inequality of 
land ownership which year after year has 
created the gap between the rich and the 
poor. It lies at the root of the rural 
inequality and political power, as the 
rural society develops on the ground of 
feudal society. It has created the diffe¬ 
rential capacity of the big and the small 
farmers to make investment and benefit 
from the new farm practices. While the big 
farmers because of their greater resource 
base and access to the institutional faci¬ 
lities have reaped greater fruits of the 
HYV programme, the small farmers have 


lagged behind due to the lack of the neces¬ 
sary resources. This has all the more ac¬ 
centuated the rural income inequality ir 
the recent years. The income of the big 
farmers has increased considerably be¬ 
cause of their disproportionately largei 
share in the total marketable surplus o; 
agriculture and rising terms of trade foi 
agriculture in recent years. 4 The big far 
mers have accumulated more and mon 
investiblc surplus and in turn have beet 
able to adopt more HYV programme 
On the other hand, the resource const 
rainls have prevented the small farmer 
from taking advantage of the new farn 
technology. The production on the smal 
farms is not enough to meet farm Tamil 
consumption, which means that majorit 
of the small farmers are indebted 5 and 
considerable part of their income ever 
year goes to the repayment of loans. 

The small farmers also lose to the bi 
farmers in two ways. Firstly, majorit 
of the small farmers arc the net buyers o 
foodgrains and as the prices of food 
grains are rising, the earnings of thes 
farmers pass to the big farmers who hav 
large marketable surplus. Secondly, a 
the small farmers are indebted, in case o 
their inability to repay the loans, they scl 
their lands. In Punjab it has beet 
seen that big farmers with 100-150 acre: 
of land increased the size of their farms be' 
40 per cent between 1960-61 and 1967- 
68 . Most of the addition toojc place 
through purchase.* 

The welfare of the agricultural la 
bourers has remained static in spite of thi 
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rise in agricultural production. The wage 
rate for the labouring class inmost states 
has remained constant and the share of the 
y wage in agricultural produce has declined. 7 
| The reduction of income inequality has 
Jibecn one of the basic objectives of the 
l Plans, but inequality has got accentuated 
* and more and more benefits of develop* 
? ment has accrued to a small number of the 
: rich class. Thus P. Bardhan 8 estimates that 
1. between 1960-61 and 1967-68, the per- 
; centagc of rural population below poverty 
line increased from 37 to 73. It is now 
' strongly believed that so long the means 
of production i.c. land is not properly dist¬ 
ributed, it is difficult to achieve social 
justice in* rural areas by any other fiscal 
discipline. Thus, there is a justifica¬ 
tion for the ceiling measure from the point 
of view of social justice. 

. justification of programme 

But can we justify this programme from 
the point of view of growth also? Below 
are some arguments on the basis of the 
' farm management studies: 

(1) The productivity per acre is greater 
' on the small than on the large farms. 

(2) The employment per acre is a de¬ 
creasing function of the size of farm. 

(3) The intensity of cropping decreases 
as the size of farm increases. 

(4) The proportion of area irrigated and 
the investment per acre is greater on the 
small than on the large farms. 

One is, therefore, apt to conclude that 
the ceiling measure is desirable from the 
growth point of view, as it will lead to a 
more intensification of land, create more 
production and labour employment 
and solve the problem of rural un¬ 
employment. These jxrints, however, need 
not overlook certain facts which arc con¬ 
cealed in the farm management studies 
and are very useful in judging the relative 
efficiency of the small and large farms. 
The efficiency of the farm can be judged 
on the basis of the following criteria. 

(a) Output per unit area (0/A), (b) Em¬ 
ployment per acre (E/A), (c) Output per 
unit labour applied (0/L) and (d) Output 
per unit, of input used (0/1). 

From the points of view of 0/A and 
E/A ratios, the small farms, no doubt, 
can be called more efficient, but this refers 
to the static efficiency on the basis of given 
resource allocation. From the point of 
view of dynamic efficiency and future 
growth rate of output, the 0/1 and 0/L 
ratios must be taken into account. The 
0/A and E/A ratios are greater on the 
small farms, because these farms use more 


farm resources per acre including family 
laboutr-a paid out factor—and carry pro¬ 
duction upto the point where the marginal 
productivity of paid out resources is less 
than acquisition cost of factor or even 
zero. Such a situation can be justified in 
a backward agrarian economy, on the 
assumption of zero opportunity earning 
of the farm fixed factors. Some econo¬ 
mists justify the static efficiency of the 
small farms on this assumption. They 
take into account only the cash expenses 
on the farms and exclude the value of the 
paid out factors. In their opinion, the 
quantum of outturn is vital in an over-po¬ 
pulated country where the resources may 
not have their opportunity costs. Thus, 
A. K. Sen* justified small farms on the 
ground that gross output is greater that 
way. It is, however, an error to assume 
3*ro opportunity cost of the fixed factors 
including labour. The family farm labour 
may not have private cost, but it involves 
cost from the point of view of the society. 
The family labour has its own cost of con¬ 
sumption, so that the opportunity cost of 
this factor is the cost of consumption. The 
return of this factor must equal at least 
this cost. 

incurring loss 

But, if we take all the inputs which go 
in production, family labour evaluated at 
the ruling wage rate, the majority of the 
small farms will be found to incur loss. 
The surplus on these farms turns out to 
be negative. On the other hand, profit 
per acre on the large farms is positive and 
it increases with increase in the size of 
farm. The 0/1 and 0/L ratios on these 
farms are greater. Table I shows that 
small farms do not produce sufficient to 
meet their family consumption require¬ 
ment. This signifies that the return per 
family labour has been forced lower than 
the acquisition cost of family labour. 
Small farms apply excess of family labour 
in the quest for maximisation of produc¬ 
tion which is possible if marginal producti¬ 
vity of labour is zero or less than the ac¬ 
quisition cost. Productivity per unit 
labour applied is much less on small than 
on the large farms. The farm manage-' 
ment studies of UP show that the re¬ 
turn per day of family labour on the farms 
of less than five acres turned out to be 
lower than the wage rates for casual and 
permanent farm labourers. 

The existence of a phenomenon of mar¬ 
ginal productivity less than the ruling 
wage rate is a form of disguised unemploy¬ 
ment and the lack of gainful employment 
opportunity for farm labour. The ceiling 
measure will provide such employment 
of labour. The real solution of rural un¬ 


employment ihust lie in the provision of 
employment of labour at marginal produc¬ 
tivity not less than the acquisition cost 
or the ruling wage rate. 

The efficiency of a farm should be 
judged not by the possession of the farm 
resources but by their efficient utilisation. 
The small farms ; are not viable units 
to give a better utilisation of available 
resources, particularly of the fixed factors, 
such as family labour, bullock power and 
the capital assets, which are the major 
constituents of the farm inputs in a tradi¬ 
tional agriculture. There exists a consi¬ 
derable degree of under-utilisation of 
these resources on small farms. Large 
farms, on the other hand, have the eco¬ 
nomies of scale and give a better utilisa¬ 
tion of their fixed factors. There is a sig¬ 
nificant reduction in bullock and labour 
charge per acre on these farms. Thus the 
farm management studies of West Ben¬ 
gal 10 reveal that an acre of cultivated land 
is looked after by 2.21 earners on the 
smaller farms as against by 0.21 earners 
on larger farms. This signifies an excess 
dependence of family labour and under¬ 
utilisation of this factor on the small farms. 
According to the farm management studies 
of UP, the number of draught cattle 
per acre farms of less than 2.3 acres was 
0 .75 as against 0.18 on the farms above 25 
acres. A pair of bullock commanded 2.8 
acres on smaller farms as against 11.8 
acres on larger farms. This shows the 
under-utilisation of bullock labour and 
higher cost per acre of bullock on the 
small farms. According to the same 
source, the cost per working day of 
bullock labour turned out to be Rs 6.51 
on smaller farms as against Rs 2.61 

Table I 

Farm Business Income and Family 
Consumption by Size of Holding 


Size Farm Family Surplus or 
(acres) business consumption deficit 
income 


Below 5 

365 

654 

-289 

5-10 

868 

960 

—92 

10-15 

1111 

1080 

+31 

15-20 

1684 

1364 

+320 

20 -above 

3290 

1974 

+1316 


Source: Studies in Economics of Farm 
Management in UP, Combined 
Report for the Years 1954-57, 
Directorate of Economics and 
Statistics, Government of India, 
1963. 
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on- larger firms; Table II shows that bul¬ 
lock charge is the single most important 
factor for the much higher cost on small 
farms and large farms have lower cost 
because of the economies of scale. 

Thus the scope for fuller utilisation of 
fixed resources is greater only when the 
farm is fairly large. 

An argument often advanced in fa¬ 
vour of small farms is that investment 
per acre is relatively much greater on 
these farms. Thus die farm management 
studies of UP show that fixed investment 
(other than land) per acre on small farms 
was twice the investment per acre on 
large farms. But this is a misleading 
argument. The per acre investment 
on bullock on small farms is twice 
as high and investment per acre on farm 
building is thrice as high as on large farms. 
This difference is mainly on account of the 
economies of scale. A greater investment 
per acre on these items do not help raise 
productivity on small farms. If anything, 
it represents the greater under-utilisation 
and wastage of resources on these farms. 

Large farms make investments more on 
the key inputs, such as tubewells, pump- 
sets, improved implements, fertiliser 
and HYV seeds which have greater poten¬ 
tial to raise agricultural productivity than 
the traditional inputs. Investment on these 
items raise the O/I ratio and lowers 
cost on the large farms. Small farms, on 
the other hand, make investment mostly 
on the traditional inputs whose marginal 
productivities have been reduced so 
low that farmers have little capacity 
and incentive to invest. It is un¬ 
der the new technology that the impor¬ 
tance of key inputs has very much in¬ 
creased, but even in the pre-HYV period 
to which most of the farm management 
studies are related, it was found that big 
farmers spent more than small farmers 


on the key inputs. Thus According to the 
farm management studies of West Bengal, 
although investment per acre on improved 
implements was poor in whole of the 
area under study, small farms used less 
costly implements and were not capable of 
increasing farm efficiency. 11 Similarly, 
the farm management studies of UP' 
conclude that small farms were poorly 
equipped with modern implements, so 
that the desired level of efficiency could 
hardly be reached on these farms. 11 

A study 14 in the context of HYV shows 
that 70 per cent of small farms invested 
on the traditional inputs like construction 
and repair of wells, livestock and farm bu¬ 
ilding. On the other hand, big farms spent 
67 per cent of their investment amount 
on the acquisition of modern implements. 
The livestock happened to be the most 
important and improved implements the 
least important item of investment on 
small farms, although investment per acre 
on these farms turned to be relatively 
greater. By investing more on modern in¬ 
puts, large farms have been able to gene¬ 
rate more income and investible sur¬ 
plus. On the other hand, small farmers 
are forced into the vicious circle of po¬ 
verty, indebtedness and generate negative 
surplus. Thus, according to NCAER, 15 
62.62 per cent of the rural households in 
the lower income groups had negative sav¬ 
ing in the mid-sixties. The statistics collec¬ 
ted by a team of economists in collabora¬ 
tion with the Economics and Statistical 
Department of the Haryana government 11 
reveal that in a progressive state like Har¬ 
yana, 27.8 per cent of the cultivating houe- 
holds who had their holdings of less than 
five acres were constantly under debt and 
their annual deficit was Rs 669. Another 
29.1 percent of the cultivating households 
with their holdings between S and 10 acres 
had annual deficit of Rs 485. On the other 
hand, big farmers with their holdings 
above 30 acres had large annual savings 


Table II 

Distribution of Cost Per Acre on Input Factors—Survey Sample 1955-57. 


(Amount in Rs) 


Inputs 

Below 5 

5-10 

10-15 

15-20 

20 & 
above 

Average 

Total inputs . 
Bullock labour 
Unkeep of imple¬ 
ments 

Human labour 

175.3 
140.0 

20.0 

55.3 

216.4 

96.3 

13.4 
51.8 

194.3 

81.7 

11.8 
48.1 

190.1 

80.4 

10.4 
48.6 

155.4 
62.9 

8.5 

41.4 

201.6 

88.7. 

12.3 

48.7 


Source: Op. cit., p. 70 


to make investment. A study by Francine 
Franknel 17 shows that small farmers are 
handicapped in respect of essential factors 
and that they have no necessary resources 
to invest in indivisible inputs for profitable 
adoption of new technology. An over¬ 
whelming majority of the cultivators 
having uneconomic holdings of two 
to three acres have been able to increase 
per acre yield from application of small 
doses of fertilisers, but aggregate gains in 
production have been insufficient to create 
capital surplus for investment. Only a 
small percentage of cultivating households 
above 10 acres have been able to mobilise 
surplus capital for investment. Farmers 
witn 20 acres and more have made the 
greatest investment by mechanising farm 
operations to take up double or multiple 
cropping. 

As the small farmers are deficit pro¬ 
ducers, the marginal propensity to in¬ 
vest on small farms must naturally be lo¬ 
wer than that on the large farms. The 
average cash expenditure per acre of HYV 
paddy is Rs 390 as against Rs 52 only of 
ordinary paddy.' 8 Even if the HYV 
technology has been adopted on small 
farms, the per acre cash expenditure on 
these farms has been much less than that 
on the large farms. 11 Moreover, the per¬ 
centage of self-financed cash expenditure 
varies from 10 on the farms below 2.5 
acres to 92 on the farms above 25 acres. 10 
This shows that small farmers cannot 
take up HYV, unless they are provided 
with a large amount of credit. 

For the adoption of HVY technology, 
the provision of assured irrigation is 
essential. But the percentage of assured 
irrigated area to total area is relatively 
much less on the small than on the large 
farms. The small farms rely more oh 
well irrigation, whereas large farms get 
irrigation more from tubewells. A study 
is Nainita! shows that small farms did 
not have assured irrigation, whereas 
large farms has assured irrigation 
through tubewells and pumping sets. 21 
Tubewells irrigation is 1/3 less costlier 
than well irrigation, 11 besides it provides 
assured irrigational facilities. The cost 
of irrigation through bullock driven 
buckets is so high that growing HYV is 
not profitable 1 *. 

Thus, it is obvious that ceiling on land 
holding will depress the rate of investment 
by redistributing land from those who 
have better capacity to invest to those who 
lack necessary resources. The measure 
will be detrimental, unless small farmers 
are provided with large credit. 

Those who justify smalt farms base their 
argument on the farm management stu- 
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idics which say that productivity per acre 
Jis relatively greater on these farms. We 
^ must, however, note that most of the farm 
;management studies relate to the old 
{ technology under which small farms give 
£ higher return per acre by making greater 
;use of the traditional inputs, such as 
jjhuman labour and bullock power. Under 
*the new farm technology, the importance 
of these inputs as output-raising factors 
: has very much dwindled. More outturn 
frig now obtained by greater use of the key 
.'inputs, such as HYV seeds, fertiliser, 
tubewell irrigation, improved implements 
1 etc. which have much greater yield-raising 
potential than the traditional inputs. 
Since large farms use more of these 
inputs, they have been able to give higher 
outturn per acre in spite of less inputs 
per acre‘than the small larms. 

■ Several studies reveal that the percen¬ 
tage of area under HYV is relatively much 
greater on large than on small farms. Thus, 

: in Nainital district, the proportion of 
i area under HYV paddy was 50 per cent 
; on the large farms as against 28 per cent 
; on the small farms. 111 A study in two blocks 
of Saran district (Bihar)’ 1 shows that the 
participation in the HYV programme was 
* 26 per cent among the farmers in the lowest 
t size group as against 60 per cent among 
: the farmers in the highest size group. 
The adoption ol the recommended 
level ot technology was the lowest among 
the small farmers. Only 32 per cent ot 
tarniers with their holdings Jess than 
five acres used recommended doses ol 
fertiliser as against 100 per cent on 
large larms. Working in the six villages in 
Raipur, an 1ADP district from 1964-65 
td 1968-69, it was found that the rate of 
participation in HYV increased from 15 
per cent to 43 per cent on small farms, 
from 33 per cent to 87 per cent on medium 
sized larms but from 33 per cent to 96 
per cent on large farms.** 1 

yield differential 

The Programme Evaluation Organisa¬ 
tion (PEG) and the Agro Economic Re¬ 
search Centre (AERC) data confirm that 
there is a positive relationship between the 
proportion of the area under HYV pro¬ 
gramme and the si/c of the farm. In 17 out 
of 20studies by AERC, the relationship 
between the percentage of area under 
HYV and the farm si/e was found to be 
significant. 27 * Such a trend has reversed 
the yield differential between small and 
large farms lrom what the farm manage¬ 
ment studies report and the percentage 
of area under HYV was much higher 
on larger farms. 

A study by P.K. Bhanja 28 shows that 


gross output per acre of HYV paddy 
variedfrom 47 maunds on the larger 
farms to 23 maunds on smaller farms 
in Nainital district. Data collected by 
A.S. Kahlon of Ludhiana University 39 
show that there is a positive relationship 
between the productivity per acre and the 
size of the farm, but negative relationship 
between cost per acre and per unit produce 
and the size of the larm. The production 
per acre of wheal varied from 20 quin¬ 
tals on small farms to 27 quintals on 
large farms. On the other hand, the cost 
per quintal wheat production turned out to 
be Rs 79 on small farms as against Rs 
53 on large farms. 

conflict of objectives 

The analysis presented so far shows that 
there is a sound justification for the ceil¬ 
ing programme lrom the point of view of 
social justice. But there may be conflict 
belwee i the objectives of growth and social 
justice. While wc have reached the point 
in the country that we cannot now deny 
or delay social justice, the measures huve 
to be taken to guard off the economic 
ills of the measure. The ceiling measure 
should not lead to creation of more un¬ 
economic holdings, as it will nullify the 
major impetus tor technological ad¬ 
vance and reduce capital accumulation 
and development. In the existing ceiling 
legislation, there is nd provision for the 
floor or the minimum size ol holding 
which can give efficient utilisation of re¬ 
sources, create productive employment, 
invest on modern inputs and raise pro¬ 
duction. 

An alternative can be the management 
of the distributable surplus land through 
the co-operative organisation, by pooling 
of members' resources. This system of 
farming can mobilise more resources, in¬ 
vest on modern inputs and adopt modern 
practices. It will help achieve growth with 
social justice. The programme ol co¬ 
operative management ol surplus land 
obtained after ceiling was very much em¬ 
phasised in the second five-year Plan but 
subsequently the emphasis subdued and 
with the success of HYV programme and 
the government seems to have dropped its 
involvement in the co-operative farming. If 
the co-operative system does not succeed, 
then second best alternative can be the 
provision of liberal credit to the benefi¬ 
ciaries of the ceiling measure. The custom 
service facilities can be provided through 
the village institutions like co-operative 
societies and panchayats, so that small and 
petty farmers who have no resources can 
take advantage of the modern practices and 
costlier equipments. 
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Our Parliamentary Correspondent 

New Delhi, Saturday. 


PRESS GALLERY 


Tub Lok Sabha this week completed the 
second stage of the consideration of the 
central budget for the current financial 
year by adopting the 'budget demands of 
all the union ministries and departments. 
The demands for grants of as many as 
seven ministries or departments—(1) the 
Ministry of Foreign Trade, (2) the Minis¬ 
try of Works and Housing, (3) the Minis¬ 
try of Shipping and Transport, (4) the 
Department of Company Affairs, (5) the 
Ministry of Tourism and Civil Aviation 
(6) the Ministry of Health and Family 
Planning, and (7) the Ministry of Petro¬ 
leum and Chemicals—were passed after 
brief to detailed debates. The demands 
of those ministries or departments includ¬ 
ing the Ministry of Planning, the Minis¬ 
try of Finance and the Departments of 
Atomic Energy, Electronics, Parliamentary 
Affairs and Supply, which could not be 
discussed for lack of time were adopted 
otherwise, as the guillotine on the second 
stage of consideration of the budget was 
applied yesterday evening. The third and 
final stage of budget discussion starts next 
week when the Finance Bill will be deli¬ 
berated upon. The Rajya Sabha, which 
re-assembled after a short recess on 
Monday, February 8, discussed, among 
other things, the affairs of the Ministry 
of Industrial Development. 

lack of growth 

During the debate on the demands for 
grants of the Ministry of Foreign Trade, 
considerable concern was expressed over 
the lack of adequate growth in export 
earnings. Some members made anxious 
inquiries about the fixing of minimum 
price for raw jute. The leftist members 
of the House pleaded for more and more 
canalisation of exports and imports. 

In his reply to the debate, the Minister 
for Foreign Trade, Mr L.N. Mishra, dis¬ 
closed that the government had decided in 
principle to canalise the exports of textiles 
through public sector agencies. He regret¬ 
ted that the industry had not been able to 
meet export obligations in the case of a 
number of countries, particularly the Unit* 
ed Kingdom and the EEC countries. 
Another significant announcement made, 
by Mr Mishra was that the government 
would not hesitate to make it statutorily 


obligatory on the part of textile mills to 
buy cotton from the public sector Cotton 
Corporation, if they did not voluntarily 
do so. In view of the increase in cotton 
output this year, which had resulted in 
a sharp fall in the cotton prices a few weeks 
ago, the government, Mr Mishra disclos¬ 
ed, was considering relaxation of credit 
curbs as well as abolition of the limits 
for the holding of cotton stocks by mills. 
Efforts would be made to step up the 
exports of surplus short stable cotton. 

Referring to raw jute, the Minister 
assured the House that the question of 
fixing a minimum price for this commodity 
was being considered by the government. 
Mr Mishra stated that the india-Nepal 
Trade Treaty was working to the full 
satisfaction of both the countries. Efforts, 
he added, were being made to conclude 
trade pacts with a number of African 
countries. There was ample scope of the 
development in trade with Latin America, 
he opined. 

trade deficit 

Mr Mishra admitted that during the last 
financial year, our trade deficit had widen¬ 
ed to Rs 249 crores. He estimated that the 
deficit in the current year also might be 
of the same order. The primary reason 
for this expansion in the trade deficit, he 
pointed out, was the larger imports of 
essential raw materials. A keen watch, 
Mr Mishra declared was being kept on 
export performance so that expeditious 
remedial steps could be taken whenever 
necessary in the interest of stepping up 
exports. 

During the debate on the budgetary 
demands of the Ministry of Works and 
Housing, the Minister of State in this 
Ministry, Mr I.K. Gujral, shared the 
widespread concern among members over 
the growing shortage of houses in the 
country, both in the urban and rural areas. 
He, however, lay the blame for this un¬ 
satisfactory state of affairs on state govern¬ 
ments. The most important announce¬ 
ment made by the Minister related to 
the provision of houses to government 
employees who would be retiring soon. 
He informed the House that a scheme was 
being drawn up under which a govern¬ 
ment employee could own a house as he 
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reached superannuation. Though the ' i 
details of the plan were not given out ;, 
Mr Gujral, he indicated that the emplo. .<,■ 
would have to make some coniribu \ 
while in service. Houses would be t 
tor them by the development authori 
Banks and the Housing and Ur 
Development Corporation would be t 
ed to lend some financial help. To b» 
with, 570 houses were proposed to 
constructed under this programme in D 
during the current year. 

housing for Harijans 

Mr Gujrul also staled that the govt 
ment was going ahead with the scheme 
provide housing sites to Harijans 
other backward sections of society in 
rural areas. About urban housing, 
opined that the problem could be sol 
only through drawing up a national ur 
land policy. He favoured socialisatioi 
all urban lands. This, he felt, would 
able the government to regulate hou; 
activities in towns as well as assist in rail 
resources. As an example, he cited 
the Delhi Development Authority wl: 
starting with a capital of Rs 5 crores I 
now built up a revolving fund of net 
Rs 90 crores. Nearly 43 per cent 
the government employees, he said, ) 
been provided official accommodati 
The government, he added, would bt 
8,000 units, costing Rs 6 crores, dur 
the current Plan for housing its employi 

During the discussion on the dema 
for grants of the Ministry of Shipping; 
Transport, while various members criti 
ed the inadequate development of p 
facilities and the likely shortfall in 
attainment of the fourth Plan shipp 
tonnage target, the Minister incharge 
this Ministry, Mr Raj Bahadur, revea 
that the traffic handled by the major pc 
of the country last year was an all-ti 
record. The Shipping Corporation 
India, he revealed, had last year m: 
a profit of Rs 7.25 crores. He descril 
Calcutta as a sick port which is los 
nearly Rs 6 crores per annum. The dt ■... 
rioration of this port, which at one ti 
was the biggest in terms of cargo handl 
he opined, was because of two‘main f 
tors: (1) the completion or near-cora f 
tion of the steel plants in eastern India 
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fifch equipment used to be imported 
iTjbugh Calcutta; and (ii) labour trouble 
r| only in the Calcutta docks but also in 
j^t parts of eastern India. 

r Raj Bahadur assured the members 
Orissa that neither he nor his Minis- 
was allergic towards the development 
1 aradeep port. This port, he said, was 
ng developed to handle four million 
ines cargo annually, as against 2.5 
lion tonnes at present. He, however, 
fnted out that the development claims 
■" thcr ports where traffic was increasing 
' rapidly, could not be ignored. The 
ng of the railway line between Cuttack 
^ Paradeep, he added, was progressing 
isfactorily. The Haldia dock system, 

; $ Minister hoped, would be completed 
•’||thc end of next year. 

fnefits from Farraka 

$the benefits from the Farraka barrage, 
■f Raj Bahadur said, would begin to 
,'lrue very soon as this barrage had 
,.$sady been substantially completed. 

- ’Asides yielding other benefits, this barrage 
Pifuld minimise the silting of Calcutta 
lift. Talking about the development 
$a roads and highways, the Minister 
pressed the hope that 8,700 engineers 
^uld be employed in road-building alone. 

■Jthe main highlight of the debate on the 
Aigctary demands of the Department of 
• jnpany Affairs was the plea of several 
? 'mbers, belonging to both the opposition 
' well as the treasury benches, for the 
I /itinuance of efforts to end concentra- 
’ ji of economic power in the hands of a 
V industrial houses. Some members, 
;wever, expressed the view that this 
- jartment was delaying the clearance 
applications for industrial licences. 
CPI member called for the nationalisa- 
n of audit. 

'ii his reply to (his debate, the Minister 
■ Company Affairs,, Mr K. V. Raghu- 
Iha Reddy, disclosed that the govern¬ 
ed had decided to keep a close watch 
the working of large industrial houses; 
! officials of his department would ins- 
;t the affairs of the top 20 industrial 
uses at leust once a year to ensure that 
' malpractices were committed by them, 
further revealed that a few more busi¬ 
es houses, which had amassed assets 
. ailing over Rs 35 crorcs. would soon 
included in the list of dominant under¬ 
lings. His department, Mr Reddy 
ded, was contemplating several amend- 
:nts to the Companies and the MRTP 
. ts to make the law dealing with private 
'dertakings more effective. Legislation 
s also proposed to stop take-over of 
'•eign-owned companies by big Indian 
iustrialists. The Minister assured the 
iusc that the government was keen on 


rooting opt monopolies, but at the same 
time it dw hot want to do anything which 
might inhibit industrial growth. There¬ 
fore, a p$|pr balance between the need 
to keep i§» the growth rate and to curb 
monopolies had to be struck. 

Two important announcements were 
made by the Minister of Tourism and 
Civil Aviation, Dr Karan Singh, while 
winding up the debate on the demands 
for grants of his Ministry. The first was 
that the government had decided to set 
up a National Tourism Board to draw 
up a massive plan for developing tourism. 
The second related to the employees of 
the Indian Airlines Corporation and Air- 
lndia. The Minister announced that the 
government would soon review the entire 
wage structure in the civil aviation indus¬ 
try. 

Dr Karan Singh appeared to be parti¬ 
cularly worried about the labour trouble in 
Indian Airlines. This, > along with the 
difficult time through which the IA passed 
last year because of high fuel costs, 
insurance against hijacking, drop in tour¬ 
ists traffic, etc., he pointed out, had led to 
this corporation incurring a sizeable loss. 
Air-India, on the other hand, received 
kudos from the Minister for its efficient 
functioning. Though this airline also 
had incurred a loss last year and might 
not show any profit this year, also, its 
losses. Dr Karan Singh opined, were due 
to factors beyond its control. These 
included the fall in tourist traffic as a 
result of the Bangladesh crisis and the 
underutilisation of the vastly expanded 
capacity of the airline through the pur¬ 
chase of jumbo jets. He, however, justi¬ 
fied the purchase of four jumbo jets by 
Air-India on the ground that the airline 
had to compete with other international 
air corporations. 

development of tourism 

Dr Karan Singh revealed that the 
government proposed to make large invest¬ 
ments on the development of tourism 
during the fifth Plan. By 1980, he hoped, 
wc would be having one million inter¬ 
national tourists visiting the country 
which would help in earning foreign ex¬ 
change to the extent of Rs 200 crores 
annually. Currently, about 300,000 tour¬ 
ists, out of the nearly one crore who went 
round the world every year, came to India. 
He and his colleague, Dr Sarojini Maheshi, 
dwelt at some length on the steps which 
were being taken by the government to 
attract tourists. An ambitious plan, they 
pointed out, had been drawn up to aug¬ 
ment hotel facilities in the country. 

During the debate on the budgetary 
demands of this Ministry, a good deal of 
concern was expressed by members over 


the deterioration in the working of the two 
airlines. Members also showed keen 
interest in the development of tourism in 
the country. 

The lack of adequate medical facilities 
in the rural areas came in for sharp criti¬ 
cism during the debate on the demands for 
grants to the Ministry of Health and 
Family Planning. Several members also 
assailed the government for the failure to 
provide drinking water in all villages. The 
problem of water and air pollution as well 
as that of adulteration of food and drugs 
too figured prominently in this discussion. 
Complaints were voiced about many 
primary health centres not being manned 
by doctors. 

pitol projects 

In his reply to this debate, the Minister 
of State for Health and Family Planning, 
Mr D. P. Chattopadhaya, shared the 
concern of members over the above pro¬ 
blems, but pleaded that paucity of re¬ 
sources was a great constraint on tackling 
them fully. He announced that the 
government proposed to launch 29 pilot 
projects in different states through which 
efforts would be made to meet the health 
requirements by indigenous medicine sys¬ 
tems. The practitioners of these systems 
of medicine would be given three to four 
months’ intensive training to enable them 
to treat common ailments in villages and 
to identify complicated cases. It these 
pilot projects proved successful, the scheme 
would be introduced in the entire country 
in about four years at a cost of about 
Rs 180 crores. 

The Minister countered the charge that 
a substantial number of primary health 
centres did not have doctors or were not 
manned by competent personnel. Out 
of the 5,131 such centres at present, he 
pointed out, only 179 Were without doc¬ 
tors and the percentage was progressively 
going down. With a view to imparting 
mobility to medical graduates, the union 
government, Mr Chattopadhaya observ¬ 
ed, was keen on the creation of an all- 
India medical service. Only three or four 
states, he said, were not in favour of this 
proposal. He appealed to members to 
put pressure on these states so that they 
could also come round to the union 
government's view. 

• Referring to the problem of drinking 
water in rural areas, the Minister pointed 
out that the solution of this problem fully 
required oeariy Rs 5,000crores. This was 
apparently beyond the governmental means 
at present. He, however, stressed that the 
government .was fully alive to the situation 
and was steadily raising the outlays on 
drinking water schemes.. 

Earlier,' white completing his reply to 
MAY 19, .1972 


< ST1RN I’COIXOMIST 


974 




the difl&ssioa on tbs demands for grants 
of the Ministry of Petroleum and Chemi¬ 
cals, tfa$ Minister for Law and Petroleum 
and Chemicals, Mr H.R. Gokhale, declar¬ 
ed that the foreign exchange allocation 
for crude imports by foreign oil companies 
operating in this country would not be 
increased. Efforts were being made to 
locate alternative sources of crude oil. 
To meet the growing demand for petro¬ 
leum products in the country, the public 
sector refining capacity was being ex¬ 
panded. Mr Gokhale was non-committal 
on the question of the nationalisation of 
the foreign oil companies. Quoting the 
Prime Minister, Mrs Indira Gandhi, he 
said that the government was neither 
averse nor in favour of nationalisation; 
it took a pragmatic view of the issue 
whenever it came up. Referring to the 
repatriation of profits by oil companies, 
he stressed that the Reserve Bank of India 
had to submit to the ministry for its 
approval all proposals regarding re¬ 
mittance of profits abroad. The Minister 
rejected the suggestions that the Ministry 
of Petroleum and Chemicals was not 
cooperating with the Tekru Commission. 
At the request of the Commission, his 
Ministry, he said, head provided the 
assistance of two advisers. It can never be 
the intention of the government to scuttle 
the conduct of the inquiry referred to the 
Commission in a fair and just manner, 
declared Mr Gokhale. The government, 
he revealed, would endeavour to increase 
the share of Indian enterprises in the phar¬ 
maceutical industry. 

highlights of debate 

Among the important economic discus¬ 
sions held in the Rajya Sabha was the 
debate on the affairs of the Ministry of 
Industrial Development. The highlights 
of this debate were the widespread con¬ 
cern over the growing unemployment in 
the country, the tardy pace of develop¬ 
ment of backward areas, and continued 
shortages of most consumer items and 
persistant rise in their prices. A good 
deal of criticism was voiced over the lack 
of coordination between the various eco¬ 
nomic ministries. Some leftist members 
expressed the view that the Ministry of 
Industrial Development was not doing 
enough to curb monopolistic tendencies 
in the economy. Several others, however, 
opined that through its licensing proce¬ 
dure, the Ministry was retarding the 
industrial growth of the country and 
was also creating a new privileged class. 

The Minister’s reply to this discussion 
was more or less on the same lines as his 
address to the Lower House while winding 
ut> the debate on the budgetary demands 
of this Ministry. Mr Moinul Haque 
Chaudhury stoutly refuted the allegation 
that he had diluted the policy on mono¬ 


poly houses and foreign collaborations. 
He emphasised that the larger industrial 
houses and foreign companies had been 
allowed to participate only in the core 
sector and that too on their merit alone. 
The interests of the small investors were 
being fully safeguarded. In fact, the 
government, he revealed, had decided to 
bring forward legislation to protect small- 
scale and ancillary industries through a 
package of measures. The measures 
would be based on the recommendations 
of a committee studying the subject. The 
minister reiterated that in case the licences 
issued were not utilised according to the 
schedules stipulated in them, they would 
be revoked. 

land ceilings 

The agricultural land ceilings issue 
figured prominently during the question 
hour in the Upper House. While Young 
Turks accused the government of diluting 
the Congress Party’s promise in the elec¬ 
tion menifesto of imposing a ceiling of 10 
to 18 acres on the holding of all lands for 
which irrigational facilities were available 
for producing two crops in an agricultural 
year, the Minister for Agriculture, Mr 
Fakhruddin Ali Ahmed, and his colleague, 
Mr" A. P. Shinde, stoutly refuted the 
allegation. They pointed out that the 
Central Land Reforms Committee at its 
recent meeting had cleared the union 
government of all blame of distorting its 
recommendation. The CLRC, they said, 
had reiterated that the interpretation of 
union government of its (CLRC’s) recom¬ 
mendation that the 10 to 18 acre ceiling 
was applicable only to lands for which 
irrigational facilities for growing two 
crops were available from government 
sources only was correct. The two minis¬ 
tries, however, revealed that in view of 
the. controversy over the issue, the CLRC 
and the union Ministry of Agriculture had 
decided to refer the entire matter to the 
state chief ministers. 

Replying to a discussion on the affairs 
of the Indian Council for Agricultural 
Research, which have come in sharp focus 
as a result of the suicide of a young 
scientist a few days ago, Mr Fakhruddin 
Ali Ahmed announced that a committee 
of scientists was being appointed to 
review the recruitment rules and promotion 
procedures of ICAR. He rejected the de¬ 
mand for the constitution of a parlia¬ 
mentary committee to inquire into the 
issue. He as well declined to associate 
members of Parliament with the proposed 
committee of scientists. 

The Prime Minister, Mrs Indira Gandhi, 
'told the Rajya Sabha during the question 
hour that a group of union ministers, 
which was considering the question of the 
diffusion of newspaper ownership, would 


shortly submit its recommendations. T| 
group consisted of Mr Mohan Kumar! 
mangalam, Mr H. R. Gokhale, Mr Rj 
Bahadur, Mr Uma Shanker Dikshit, ly 
K. V. Raghunatha Reddy and Mrs Nandij 
Sathpathi. j 

The Minister of State for Home Affair*''; 
Mr K. C. Pant, informed the Upper Hou!;; 
that the reactor of the second atom 1 '■ 
power station in Rajasthan was cxpcck.. 
to go critical towards to end of Jun 1 '; 
The Kalapakkam nuclear power static 1 ^ 
would go critical shortly thereafter. 

A good deal of concern was expresst 
in both the houses over the escalation t 
war in South Vietnam. The naval blocac 
of North Vietnamese ports announced f 
the US President, Mr Nixon, and the ai 
strikes at the China-North Vietnam ra 
link, it was felt, had grave internation; 
implications. The Minister for Extern: 
Affairs, Mr Swaran Singh, informed tl 
Rajya Sabha that India was in touch t 
regard to the Vietnam situation with mar 
countries, including the USSR and tl 
UK which were the co-chairmen of tl 
1954 Geneva Convention under which tl, 
International Control Commission ft 
Vietnam, of which India is the chairmai 
was set up. Describing it as “very dot' 
gerous, very explosive”, he called ft 
extreme care and restraint in handling tl* 
Vietnam situation. 
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Or K. J. Mlchatski 


Agriculture ill German 

Democratic Republic 


JWNO the past 26 years successful de- 
"opmcnt of agriculture has taken place 
the German Democratic Republic 
DR) which wasengaged in socialist con- 
rsion of the agricultural conditions. We 
;ve now an efficient agricultural econo¬ 
my with 13 per cent of the total economi- 
illy active labour employed in it. We 
tve the most modern means of produc- 
bru The application of the latest scienti- 
1 knowledge ensures a high standard of 
ting for the rural population. It provides 
■ high degree of self-sufficiency in our 
kuntry as regards foodstuffs and agricul- 
iral raw materials, 
l 

'The socialist system of agriculture has 
isurcd rapid increase in agricultural pro- 
Kthm, in transition to production me- 


tods on industrial scale, in increasing its 
jofitabilily and in raising the standard 
’education and living of the rural popu- 
tion. 

Agricultural production has grown conti- 
lously and constantly as a result of the 
(-operative socialist conversion of agri- 
ilture ensuring a high per capita consump- 
in and almost elimination of imports in 
is field. 

The high level of consumption and the 
gh percentage of domestic supplies— 
liich is very rare for a densely populated 
dustrial country — give proof that the 
asantry enjoys very favourable produc- 
>n conditions and has a prosperous future 
lead. 

The formation of co-operative farms, 
oreover, has created favourable struc- 
ral conditions for systematic mcchani- 
tion of agricultural production and the 


gradual transition to industrial-scale pro¬ 
duction methods. 

By systematic mechanization it was 
possible to perform all heavy field opera¬ 
tions such as ploughing, harrowing, sow¬ 
ing, fertiliser distribution, spraying etc. 
almost completely with tractors and mo¬ 
dern implements. 

A high degree of mechanization has been 
attained also in cattle rearing, notably in 
relation to milking and manure and dung 
removal as well as in fodder and storage 
economy. At present over 80 per cent of 
all cows are milked by machine. The erec¬ 
tion of modem, automated large-scale 
installations for cattle industry is under 
way. Milk cattle yards for 2,000 cows, 


young cattle breeding plants for 5,000 
animals, bull fattening plants with 14,000 
places and poultry production plants with 
capacities of up to one million pieces are 
being erected.. 

After having received in the first few 
years considerable means of promotion 
and credits, the co-operative farms soon 
reached a state of stable profitability ex¬ 
pressed by continuous rise in income of 
the co-operative farmers and by high rates 
of accumulation. While in 1964, 9.3 per 
cent of the total net income was accumu¬ 
lated with the coop, farm, i.e. added to 
the investment funds, this percentage rose 
to 19.5 per cent in 1965,27.4 per cent in 
1967 and 30.0 per cent in 1968. 

At present over 80 per cent of all child¬ 
ren in the rural districts attend a poly- 
tcchnical secondary school. The previous 
backwardness of the rural school system 
has been overcome and the standard of 


education of the village children has been 
raised to that of the towns. * 

The process of agricultural development 
may be divided into four main phases: 

1. The phase of the democratic land 
reform (autumn 1945). 

2. The period of consolidation of the 
results of land reform and of the const* 
ruction of a state sector of agriculture 
(1946-1952). 

3. The period of co-operative-socialist 
conversion of present agriculture (1952- 
1960). 

4. The period of transition of industrial- 
scale production methods on the basis of 
development of horizontal and vertical 
co-operation between the socialist farms 
and the processing industry (present 
phase). 

The democratic land reform was accom¬ 
plished within a few months. The land 
reform laws were decreed in the five “laen- 
der” of East Germany and all big estates 
with over 100 hectares were expropriated, 
and land was distributed to workmen, 
petty farmers and refugees. Inihis manner, 
7,000 big estates with an area of 3.3 
million hectares were expropriated within 
four months. The major part of this 
land (2.2 million hectares) was handed 
over in lots of five to eight hectares each 
to a total of 210,000 farm workers and re¬ 
fugee families. Further 120,000 families 
of petty farmers got additional land in 
order to make their farms viable. The 
remaining area (1.1 million hectares) was 
made available for the state farms, state- 
owned forestry enterprises and for gar¬ 
dens. 

It was the task of the land reform com¬ 
missions : 

- - to find out who has to be expropriated 
according to law. 

—to inform the big land-owners of the 
expropriation. 

—to confiscate land and make an inven¬ 
tory of the expropriated land. 

-to examine candidates for allotment 
ofland. 

—to distribute land and equipment to 
new farmers. 

—to help the new farmers in production 

and to promote co-operative work. 

The second phase of the devlopmeat 
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The leadership that SOL electrodes 
have had and always will have is 
the result of many hours of specia¬ 
lised hard work. Hard work in 
choosing very carefully at the raw 
materials stage. Hard work at each 
and every manufacturing stage, 
where 10L puts added emphasis 
on quality. And hard work at the 
checking stage where the electrodes 
are given hours of attention by 


specialised IOL technologists who 
are far ahead of their times. 

All this, coupled with the world¬ 
wide expertise and latest know¬ 
how and processes, build into each 
IOL electrode the weH-known IOL 
“Quality-Plus". A coupling of the 
finest materials built into the finest 
products with the help of the 
most advanced welding technology 
which others can't beat I 


IOL builds in “Quality-Plus" 
others can t beat 
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I Whether you carry Rs. 50 
or Rs. 5000 on your next trip. 


Don’t risk loss 
or theft — 
carry State Bank 
Travellers Cheques 


p CT ft Is the safest way—without your 
« ucond signature no one can cash your 
■, • Trow Hers Cheques. Full refund con 
bo obtained in case of loss of Chequos. 

1 O It is a free service —vou don't poy 
ony commission for using Stats Bank , 
* Trsvallers Chequss. 

It it a service anyone can use-* 


you don't have to have an account with 
the State Bank. 

□ It is convenienf-the Travellers 
Cheques are available at any branch of) 
the State Bank and at brandies ot 
.many leading banks. 

5 □ Stats Bank Travellers Cheques are 
good until used— there is no lima lifl iit 
qg spaodipg tbs Cheques. 
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Apart from tha Stata Bank officts. 
ovar 1.500 placai—hotels, 
rastaurantte stores and othar 
astablishmants—displaying this 
afgn all ovar India will accapt your 
Stata Bank Travallari Chaquat. 
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of agriculture in the GDR (1946-1952) was 
distinguished by the systnoatic consoli¬ 
dation of the xesults of land reform, by the 
inauguration.of a new democratic agrarian 
polity and by the erection of a state sec¬ 
tor of agriculture. In this period no co¬ 
operative forms had come into being. 
The increase In agricultural production was 
achieved by state promotion of the indivi¬ 
dual enterprises of the “land reform” 
fanners and of all other working peasants. 

Important measures of this period 
’were: 

—The foundation of the VdgB (Far¬ 
mers’ Mutual Aid Association) as a politi¬ 
cal mass organization of the working pea¬ 
sants and its subsequent unification with 
the co-operative movement. A strong 
farmers’ union was created having at the 
same time a widespread network of co-op. 
societies of muli-purpose character at its 
disposal, which effectively supported the 
farmers in increasing production. 

—In the framework of this programme 
the authorities succeeded in four to five 
years to provide sufficient houses, stables 
and barns for the farmers who had been 
given land under the land reform laws. 

—The inauguration of a new agricul¬ 
tural credit policy and giving the working 
peasants in sufficient measure production 
credits for intensification of their enterpri¬ 
ses through state or co-operative channels. 

—The establishment of a state trading 
organization (VEAB) and the enlarge¬ 
ment of the commercial activities of the 
co-operative societies with simultaneous 
introduction of fixed prices for agricul¬ 
tural products and inputs. 

—The delivery of fertilizers, implements 
and machinery, of seeds, breeding stock 
etc. were increased every year and partly 
supported by government subsidies. 

—Establishment of a network of 540 
agricultural machine hiring stations own¬ 
ed by the state which helped the farmers 
to do the heavy field work (ploughing, 
mowing, threshing, transportation etc.). 

—The establishment of 500 state farms 
(6-7 per cent of the total farmland), where 
seeds, breeding stock etc. for the peasants 
sector was produced and the training of 
apprentices was concentrated. 

The third stage took place in a period of 
eight years (1952-1960). It was the result 
of a broad movement of the peasants, 
which began with the democratic land re¬ 
form and was broadly developed by the 
erection of the state-owned machinery 
hiring stations, the nationally-owned 


Table I 

Number and Sine of Agricultural Enterprises In the GDR in 1970 


Type of enterprise 

Number 

of 

enter¬ 

prises 

%of 

arable 

land* 

average 
size per 
enter¬ 
prise (ha) 

Total 

number 

of 

workers/ 

members 

per-en- 

terprise 

Average 

number 

of 

workers/ 
members 
per en¬ 
terprise 

State farm 

511 

7.3 

886 

72,627 

142 

Co-op. farm total thereof 

9009 

85.8 

_ 

890,521 

_- 

Co-op. farm (type I-f-II) 

3485 

13.8 

248 

158,882 

46 

Co-op. farm (type III) 

5524 

72.0 

819 

731,639 

132 

Horticult. co-op. 

346 

0.3 

60 

24,572 

71 


♦The remaining area is under the management of other socialist enterprises, private 
gardens etc. 


Note : Tables I-VII have been compiled from the “Statistische Jahrbucher” of 
GDR published by the Staatliche Zentralverwaltung fur Statistik.” 


Table II 

Development of Agricultural Production during and after the Co-operative Reorganiza¬ 
tion of Agriculture in the GDR (1952-1970) 



1952 

1960 

1967 

1970 

increase 

(%) 

1970/ 

1952 

% of arable land t belonging 

to socialist enterprises 

6.7 

90.4 

92.6 

92.7* 

— 

Yields 

cereals 100 Kg/ha 

24.8 

27.5 

31.8 

28.2 

14 

oilseeds 100 Kg/ha 

10.2 

14.4 

22.5 

17.9 

76 

potatoes- 100 Kg/ha 

168.0 

192.4 

205.0 

195.7 

16 

sugar beets 100 Kg/ha 

293.0 

287.6 

332.6 

320.1 

9 

milk per cow (Kg) 

23.3 

2761 

3159 

3314 

44 

milk totaltt production (10001) 

2690.5 

4878.3 

6203.3 

6492.3 

41 

meat totaltt production (in 

tonnes) 

787.0 

1062.5 

1481.8 

1559.8 

98 

eggs total! f production (in 

million) 

314.3** 

2176.3 

2976.9 

3504.8 

1115 

Number of Livestock 

cattle total number (1000) 

3936.4 

4675.3 

5018.5 

5190.2 

32 

pigs total number (1000) 

9099.9 

8316.1 

9253.9 

9683.6 

6 


tincluding pastures and meadows, 
ttproduction for the market only. 

.♦The remaining area is under the management of other socialist enterprises, pri¬ 
vate gardensjetc. **1950 
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farms, the VdgB as well as by intensive pro¬ 
paganda and persuasion activities among 
the farmers performed by all social and 
state organizations. 

As a result of land reform of the many- 
sided measures of state promotion the 
wealth of a majority of the single farmer 
had grown fast. The medium size farmer 
had become the chief figure in the village. 
In view of the private-economic character 
of these farms the intended maximum in¬ 
crease of agricultural production would 
have resulted in a development of the 
medium farmers into big farmers with 
capitalist management. Urgent political 
reasons spoke in favour of the formation 
of co-operative farms. While before the 
establishment of co-operative farms there 
existed 788,500 single farms with an aver¬ 
age size of 10.8 hectares, by the end of 
1960 a total of 19,313 co-operative farms 
had been formed comprising all farmers of 
the GDR (961,539 members). Of these, 
co-operative farms 12,908 (having 380,096 
members) were of the types I and II, while 
6,353 of them (having 581,443) members 
were of the type 111. 

farmer education 

For the education of leading staff (co¬ 
operative farm chairman, production, 
managers, agronomists, engineers, econo¬ 
mists) two special institutes of university 
character were established and the capa¬ 
cities of the other faculties of agricultural 
science were substantially enlarged. The 
number of university graduates for agri¬ 
culture increased from 1,306 (1960) to 
7,438 (1970) 

The training of a sufficient number of 
middle personnel which is of the highest 
importance for the success of co-operative 
production was ensured by rapid broaden¬ 
ing of technical college education and by 
the training of masters (diploma). The 
number of graduates from agricultural 
colleges rose from 5,768 (1960) to 28,313 _ 
(1970) while the number of “masters’ in¬ 
creased in the same period from 10,412 _ 
to 47,135. 

The unskilled workers arc being super¬ 
seded by skilled labour (specialists)— a 
process that had taken place in industry 
already many decades ago. Without having 
acquired basic knowledge in biology, in 
physics, electrical engineering, in mathe¬ 
matics and chemistry, without practical- - 
technical knowledge, the co operative far¬ 
mer cannot satisfy the requirements of mo- - 
dern mechanized co-operative production. 

In the GDR, therefore, the training of 
apprentices (2\ years) in modern appren¬ 
tice boarding schools of the state farms and 
of co-operative farms was developed on -- 


Table III 

Fir Capita Consumption and Domestic Supply of Animal Products in the GDR 


Per capita consumption 

1955 


1960 

1967 

1969 

meat and meat products (Kg) 

45.0 


5Lo 

61.4 

65.0 

milk (litres) 

90.7 


94.5 

96.5 

100.5 

butter (Kg) 

9.5 


13.5 

13.7 

14,1 

eggs and egg products 

116 


197 

216 

226 

% of Domestic Supply* 






meat and meat products 

89 


89 

93 

94 

milk 

— 


100 

100 

100 

butter 

91 


81 

93 

88 

eggs and egg products 

90 


98 

98 

100 

♦total consumption minus imports 






Table IV 






Machines in GDR Agriculture 






1960 


1965 

1969 

tractors 

70.566 


124,259 

145,838 

arable land per tractor (ha) 


90 


48 

40 

combine harvesters 


6,409 


15,409 

18,301 

grain area per combine (ha) 


360 


143 

123 

potato harvester combines 


6,386 


6,843 

10,023 

potato area per combine (ha) 


114 


96 

55 

beet harvester combines 


3,665 


4,742 

5,697 

sugar beet area per combine (ha) 


65 


47 

34 


Table V 

Mechanization of Harvesting Operations in GDR Agriculture (%) 



1958 

1960 

1966 

1970 

cereals harvested by combine 

18.4 

37.9 

81.0 

98.9 

potatoes harvested by combine 

6.8 

24.6 

41.4 

76.7 

sugar beets harvested by combine 

18.6 

46.1 

84.0 

91.4 


Table VI 

Rate of Accumulation in the Co-op. Farms of the GDR 


1964 1965 1966 1967 1970 


accumulation M/ha 92 237 245 374 400 to 450 

rate of accumulation* 9.3 19.5 19.8 27.4 30.0 


* % of net income used for investments 

Table Vli 

Technical Training/Education of Coop. Farmers in the GDR 


Standard of education/training 

I960 

1967 

1970 

university 

1,306 

4,407 

7,438 

college 

5,768 

19,852 

28,313 

diploma 

10,412 

29,349 

47,135 

skilled workers 

22,356 

216,666 

427,923 
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GRAMS: MOOISTEEL PHONE: 4» 


„ „ (MODI STEELS DEPOTS) 

M/s. MODI INDUSTRIES LTD. (Steel Section), Fcrozepur Road, LUDHIANA, tele; 2539. M/s. MODI INDUSTRIES LTD. (Steel Section), 
908/6 Bazar Gandanwala, AMRITSAR, tele; 44539. M/s. MODI INDUSTRIES LTD. (Steel Section), Flat No. 1, Plot No. 180, ‘Shreyas*. Nari¬ 
man Point, Madam Cama Road, BOMBAY-20, Tele; 295556/295527. M/s MODI INDUSTRIES SALES DEPOT. 6, Little, Russell Street, 
CALCUTTA-16. tele: 440035/440042. M/s MODI INDUSTRIES LTD. (Steel Section), G. T. Road, KUNDLI (SONEPAT). tele: 89373. M/s. 
MODI INDUSTRIES LTD. (Steel Section) 7, Raj Niwas Marg, DELHI-6, tele: 227470. M/s. MODI INDUSTRIES LTD. (Steel Section), Kami 
Chandra Road, 179, Kanpur Bhawan, Benipark, JAIPUR 
Street, 2nd floor, MADRAS-1, tele: 27904 













































































announcement regarding prop 

This is an Announcement only and NOT a Prospectus. Persons interested, in more details may obtain copies of 

THE STANDARD Ml 

(Incorporated in lndia]| 
REGISTERED OFFICE ; MAFATiJ 


EXISTING AND PROPOSED ACTIVITIES : 

The Company was incorporated on 25th January, 1892 with the object 
of carrying on the business of Spinning, Weaving, Manufacturing or Deal¬ 
ing in cotton or other fibrous substances and the preparation of dj^ing, 0r 
colouring of any of the said substances and the sale of Yarn. Cloth or 
other manufactured fibrous products. The Company amended in 1965 the 
objects clause of its Memorandum of Association enabling it inter alia to 
carry on the business of the manufacturers of and dealers in Chemicals, 
Chemical compounds (organic and inorganic) in all forms and chemical 
products of any nature and kind whatsoever, and al! by-products and joint 
products thereof, and other objects as set out in the Memorandum of 
Assoc iatipn. 

The Company has obtained licence No, L/19(1) (2) CH.1I/SE dated 
25th May, 1971 from the Government of India, under the Industries (Deve¬ 
lopment and Regulation) Act, 1951 for substantial expansion in production 
of its existing Caustic Soda Plant to the extent of 17,330 Tonnes of Caustic 
Soda, 15,012 Tonnes of Chlorine and 5,000 Tonnes of Hydrochloric Acid 
respectively. Capital goods Import Licence No. P/C/2062637 dated 5-7-1971 
for import of Plant, Machinery and Mercury has been issued to the Com¬ 
pany, of tnc value of Rs. 111.49 lacs. 

The Company has renovation and replacement programmes in its three 
Textile Units. The existing Looms, Ring frames, Boilers and other various 
Machineries are being replaced and/or being acquired. Some of the build¬ 
ings in the Textile Units are being renovated. A Welfare Centre for the em¬ 
ployees of the Company is being constructed at Prabhadevi Road, Bombay. 

Proceeds of the issue will be utilised for the substantial expansion of 
Caustic Soda Plant and renovation and replacement of machineries and 
buildings in the Textile Units. 

LOCATION OF INDUSTRIES : 

The Company has three Textile Units at— 

(1) New Prabhadevi Road, Bombay-25, 

(2) Tokersi Jivraj Road, Sewree, Bombay-15, 

(3) Dewas, Madhya Pradesh and 

Chemicals Factory at Thana-Belapur Road, Thana for manufacture of 
Ctugtic Soda/Chlorine, Hydrochloric Acid, Caustic Potash, Potassium Carbo¬ 
nate and Ethyl Chloride. The work pertaining to the substantial expansion 
of the Chemicals Factory rt Thana-Belapur Road, Thana is going fast apace. 

SEIARE CAPITAL : 

Authorised 


4,00,000 Equity Shares of Rs. 100/- each 

6,000 Cumulative Redeemable 1st Prcfcicncc Shares 
of Rs. 100/- each 

6,000 Cumulative Redeemable 2nd Preference Stares 
of Rs. 100/- each 

88,000 Unclassified Shares of Rs. 100/- each 


Rs. 

4,00,00,000 

6,00,000 

6,00,000 
88,00.000 

Rs. ~5,00,00,000 


Total 

Issued & Subscribed Capital 

3,99.960 Equity Shares of Rs. 100/- each 3,99,96.000 

6,000 Cumulative Redeemable 1st Picfcrencc Shares 

of Rs. 100/- each 6,00,000 

6,000 Cumulative Redeemable 2nd Preference Shares 

of Rs. 100/- each 6,00,000 

Total Rs. 4,11,96,000 

PRESENT ISSUE : 

40,000 8% Convertible Bonds of Rs. 500/- each Rs. 2,00,00,000 


BOARD OF DIRECTORS : 

SHJtl ARVIND NAVINCHANDRA MAFATLAL 
(Chairman) 

10, Altamount Road, Bombay-26. ] 

Industrialist - Chairman M/s. Mafatlal Gagalbhai & Co. P. Ltd., The 
New Shorrock Spg. & Mfg. Co, Ltd., The Mafatlal Fine Spg. & Mfg. Co. 
Ltd., Indian Dyestuff Industries Ltd. National Organic Chemicals Industries 
Ltd. and other Companies. 

Director .-—The Tata Iron & Steel Co. Ltd.. Gujarat State Fertilizers Co, 
Ltd., Reserve Bank of India (Central Board).' New India Assurance Co.j 
Ltd. and other Companies., 

SHR1 YOGINDRA NAVINCHANDRA MAFATLAL 
10, Altamount Road, Bombay-26. 

Industrialist—-Director M/s. Mafatlal Gagalbhai & Co. Pvt. Ltd., Indittlfll 

Dyestuff Industries Ltd., The New Shorrock Spg. & Mfg. Co. Ltd., Hoechst^ 
Dyes & Chemicals Ltd., National Organic Chemical Industries Ltd., 
Mahindra & Mahindra Ltd., Cellulose Products of India Ltd., TAK Machin¬ 
ery Ltd. and other Companies. j 

SHRIJAYANTILAL DAMODAKDAS VASA 
Sea Face Park. B. Dcsai Road, Bombay-26. 

Businessman—Director :—Indian Dyestuff Industries Ltd., M. G. Investment j 
& Industrial Co. Ltd., Aryan Brush Co. Ltd. and other Companies. j 

SHRI CHIMANLAL BAPALAL PARIKH 
6, Carmichael Road, Bombay-26. 

Industrialist—Director :—Mihir Textiles Ltd., J. K. Chemicals Ltd., South 
India Insurance Co. Ltd., Western India Spg. & Mfg. Co. Ltd. and other 
Companies. 

SHRI RASESH NAVINCHANDRA MAFATLAL-Managing Director 
designated as President of the Company. 

10, Altamount Road, Bombay-26. 

Industrialist—Director .‘—Mafatlal Gagalbhai & Co. Pvt. Ltd., The New 
Shorrock Spg. & Mfg. Co. Ltd., The Mafatlal Fine Spg. & Mfg. Co. Ltd., 
Hocchst Dyes & Chemicals Ltd., National Organic Chemical Industries 
Ltd., Indian Dyestuff Industries Ltd., SLM-Mancklal Industries Ltd and 
other Companies. 

SHRI BHUPATIRAIM. GHIA 

Ghia Mansion, Carmichael Road, Bombay-26. 

Industrialist- Director New India Industries Ltd., Mercury Paints j 
Varnishes Ltd., Indian Organic Chemicals Ltd., Shri Ambica Mills, Tatyi! 
Mills Ltd., Investment Corporation of India Lid. and other Companies. % ‘ 

SHRI KESHUB MAHINDRA \ 

St. Helens' Court, Pcddcr Road, Bombay-26. 

Industrialist—Director : Mahindra & Mahindra Ltd., Turner Hoare & Cl 
Ltd., Otis Elevator Co. Ltd., Tata Iron & Steel Co. Ltd., Machinery Manu¬ 
facturers Corporation Ltd., Western India Match Co. Ltd., and other Com¬ 
panies. 

SHRI MADHAV LAXMAN APTE 
3-A, Woodlands Apartments, 67, Pcddcr Road, Bombay-26. 

Industrialist—Director The Phaltan Sugar Works Ltd., Bank of Maha¬ 
rashtra Ltd., Maharashtra State Financial Corporation, Kirloskar Electric 
Co. Ltd., Associated Cement Companies Ltd.. Hindustan Sugar Mills Ltd., 
Lakshmi-Vishnu Textile Mills Ltd., and other Companies. 

DR RUSTOM CAVASJEE COOPER 
D-4, Palacimo, Silver Oaks Estate, B. Desai Road, Bombay-26. 

Professional—Director : -Coorla Spg. & Wvg. Co. Ltd., Shree Ram Mills 
Ltd., Bayer (India) Ltd., Lakshmi-Vishnu Textile Mills Ltd., Cellulose 
Products of India Ltd., The Phaltan Sugar Works Ltd., Amur Dye-Chem 
Ltd. and other Companies. 


i 


THE SUBSCRIPTION LIST WILL OPEN AT THE COMMENCEMENT OF BANKING HOURS ON: 

OR EARLIER ACCORDING TO THE DISCRETION OF THE DIRECTORS OF THE COMPAQ 
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08ED ISSU£ OFi8% CONVERTIM* BONDS 

£ ‘ ■ ■ ■ 

the Prospectus froth the Company’* Registered Office, Underwriters, Managing Brokers, Brokers or Bankers to this Issue. 

LLS COMPANY LIMITED 

i 1892 udder the Companies Act, 1882) 

, HOUSE, BACKBAY RECLAMATION, BOMBAY-20, BR. 


UNDERWRITERS: 

t The following have underwritten the entire issue of Convertible Bonds 

f eted for public subscription : 

Unit Trust of India, Bombay Life Building, 45, Veer Nariman Road, 
% Fort,Bombay-1. 

\ Industrial Credit 8b Investment Corporation of India Ltd., 163, Backbay 
Reclamation. Bombay-20 BR. 

3. The New India Assurance Co. Ltd., 87, Mahatma Gandhi Road, Fort, 
Bombay-1. 

4. Investment Corporation of India Ltd., Ewart House, Bruce Street 
, Bombay-1. 

5. Indian Guarantee A General Insurance Co. Ltd., Gresham Assurance 
House, P. Mehta Road, Bombay-1. 

. 6. Oriental Fire & General Insurance Co. Ltd., Oriental Building, M. 
ffc Gandhi Rood, Bombay-1. 

7. M/s. MBhadevia Bros, Stock Exchange Bldg., Dalai Street, Bombay-1. 

8. Harkisondass Lukhmidass, Stock Exchange Bldg., Dalai Street, Bom- 
bay-1. 

9. Lewis A Jones, Bank of Baroda Bldg., Apollo Street, Bombay-1. 

10. Chimanlal J. Dalai A Co., Stock Exchange Bldg., Dalai Street, Bom¬ 
bay-1. 

11. Jamnadas Moraiji A Co., 5-A, Hamam Street, Bombay-]. 

12. Rasiklal Maneklal A Co., Stock Exchange Bldg., Dalai Street, 
Bombay-1. 

13. Bhaidas Maganlal A Co., Stock Exchange Bldg., Dalai Street, Bom¬ 
bay-1. 

14. Merwanjee Bomanji Dalai, Allahabad Bank Bldg., Apollo Street, 
Bombay-1. 

15. Dhirajlal Maganlal Sons, Stock Exchange Bldg., Apollo Street, 
Bombay-1. 

16. Dalai A Sons, Stock Exchange Bldg., Dalai Street, Bombay-1. 

17. Ghampaklal Devidas, Bhupen Chambers, Dalai Street, Bombay-1. 

18. D. S. Purbhoodas A Co., Stock Exchange Bldg., Apollo Stcct 
Bombay-1. 

19. Ghampaklal Jamnadas, Stock Exchange Bldg., Apollo Street, Bom¬ 
bay-1. 

20. Place, Siddons A Gough (Pvt.) Ltd., 6. Lyons Range, Calcutta-1. 

21. Navalchand T. Shah A Co., Union Bank Building, Dalai Street, 
Bombay-1. 

22. Jamnadas Khusaldas A Co., Stock Exchange Bldg., Dalai Street, 
' Bombay-1. 

23. Bharat Bhushan A Co., H-45, Connaught Place, New Delhi-.1. 

||24. A'mrit Lai Bajaj A Co., United India Life Building, *F* Block, 
■ Connaught Place, New Delhi-1. 

P25. Parshotamdas Premchand, Manek Chowk, Near Mahurat Pole, 
1 Alunedabad. 

|^1AN8 


NACING BROKERS : 


7. Messrs. Batlivala A Karani, Union Bank Building, Dalai Street, 
Bombay-1. 

8. Messrs. Lewis A Jones, Bank of Baroda Bldg.. Apollo St reel, Bombay- i 

9. Messrs. Navalchand T. Shah A Co., Union Bank Building, Dalai 
Street, Bombay-1. 

10. Messrs. Bhaidas Maganlal A Co., Stock Exchange Building, Dalai 
Street, Bombay-1. 

11. P. R. Subramanyam A Sons, 70-A, Stock Exchange Bldg., Apollo 
Street, Bombay-1. 

12. Dalai A Sons, Stock Exchange Bldg., Dalai Street, Bombay-1. 

13. Charapaklal Devidas, Bhupen Chambers, Dalai Street, Bombay-1. 

14. D. S. Purbhoodas A Co., Slock Exchange Bldg., Apollo Street, 

Bombay^* 

15. Jamnadas Morarji A Co., 5A, Hamam Street, Bombay-1. 


Messrs. Mahadevia Brothers, Stock Exchange Bldg.. Dalai Street, 
Fort, Bombay-1. 

BROKERS—Bombay 

1. Messrs. Mahadevia Bros., Stock Exchange Building, Dalai Street. 
Bombay-1. 

2. Messrs. Harkisondass Lukhmidass, Stock Exchange Bldg., Apollo 
Street, Bombay-1. 

3. Messrs. Chimanlal J. Dalai A Co., 107, Stock Exchange Bldg., Dalai 
Street, Bombay-1. 

4. Messrs Merwanjee Bomanjee Dalai, Allahabad Bank Bldg., Apollo 
Street, Bombay-1. 

5. Messrs Rasiklal Maneklal A Co., Stock Exchange Old Bldg., Dalai 
Street, Bombay-1. 

6. Messrs. Dhirajlal Maganlal Sons, Stock Exchange Building, Apollo 
Street, Bombay-1. 


1. Chimanlal Lalbhai, 2286, Manck Chowk, Ahmcdabad. 

2. Kantilal Chandulal A Co., Manek Chowk, Ahmcdabad. 

3. Parshotamdas Premchand, Manek Chowk, Near Mahurat Pole, 
Ahmedabad. 

4. Chinubhai Chimanlal Dalai, Muharat Pole, Ratan Pole, Ahmedabad-1. 

Calcutta 

1. Place, Siddons A Gough (Pvt.) Ltd., 6, Lyons Range, Calcuita-1. 

2. G.M. Pync, Allahabad Bank Bldg., 14, India Exchange Place, Calcutia-1 

3. Chunilat T. Mehta, 7, Lyons Range, Calcutta-1, 

Delhi 

1. H. P. Mehta A Co., Akash Deep, Barakhamba Road, New Delhi-1. 

2. Amrit Lai Bajaj A Co., United IndiaLife Building. ‘F’ Block, Connaught 
Place, New Delhi-1. 

3. Harbans Singh Mehta A Co. 33, Regal Building, Parliament Street, 
New Delhi-1. 

4. Bharat Bhushan A Co., H-45, Connaught Place, New Delhi-1. 

Madras 

1. Kothari A Sons, Kothari Building. 108, Armenian Street, Madras-1 

2. Chitra A Company, 322-323, Linghi Chetty Street. Madras-1. 

3. Ganga A Co., 272/3, AngappaNaick Street, Madras-1. 

Bangalore 

N. Nanjappaiah Jahgirdar, 151, Cavalry Road, Post Box 71, 
Bangalore-1. 

Hyderabad 

Laxmi Narayan Rathi, Hashmat Gunj, Sultan Bazaar, Hyderaba 
BANKERS: 

1. Central Bank of India, Mahatma Gandhi Road, Bombay-1. 

2. United Bank of India, Sir P. M. Road, Bombay-1. 

3. Bank of Baroda, Mafatlal House, Backbay Reclamation, Bombay-20 

BR 

4. State Bank of India, Apollo Street, Bombay-1. 

BANKERS TO THE ISSUE: 

1. Central Bank of India, Mahatma Gandhi Rond, Bombay-1. 

2. United Bank of India, Sir P. M. Road. Bombay-1. 

3. State Bank of India, Apollo Street, Bombay-1. 

4. Bank of Baroda, Apollo Street, Bombay-1. 

5. Bank of India, Mahatma Gandhi Road. Bombay-1. 

6. United Commercial Bank,D.N. Road. Bombay-1. 

APPLICATION FOR CONVERTIBLE BONDS : 

The application forms and copies of Prospectus are available on request 
from the Company's Registered Office, the Underwriters, Managing Brokers 
Brokers and/or Bankers. 


hi MAY, 1972 AND WILL CLOSE AT THE CLOSE OF BANKING HOURS ON 31ST MAY, 1972 
4Y BUT NOT EARLIER THAN THE CLOSE OF BANKING HOURS ON 27TH MAY, 1972. 
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HINDALCO 


HELPS TO BUILD 
NATION'S ECONOMY 




li May, 1N2 Hlndalse started production of aliiminiun with a smelter capacity at 20.000 tonnat a year. Tha capacity wa* raised to 
UN taaaac la November. ION, N.0M tannaa in August. 1M7 and ta N.000 tonnes in May. 1960. Plant ara la hand ta aipand tha 

plant furthar ta 120.000 tannN by end-1172, 
•aoaaaa May. ION and December. 1070 Hindalco. now India’s largest producer of aluminium, hat preducad 372,003 tannaa of 

atamlalem. which has saved for the nation nearly R*. 100 crorea of prociout foreign anhaaga. 

At a substitute far imported copptr in tha electrical Ind us t r ies, 
the above output represents a much larger foreign 
oschange saving, since ono tonna of aluminium It replacing 
baa tannos of copper and at imported capper is several 
times costlier than indigenous aluminium. 

Ae a vital raw material far Electrical Conductor! 
I Cables. Tslocommonicstient. Electric 
Capacitors, Condensers and Melsra. 
Transpartatiaa (by real rail sir and 




mater). Containers I Packaging (In bath 
rigid t flexible forms). Building b 
Construction. Furniture. Paints, Surface 
Coatings, Expletives and Rocket Fuels, 
industrial Castings. Steal Deoxidising. 
Coinage. Missiles, Rockets, Satollltot. Sophis¬ 
ticated Consumer Durables (like air-conditioners, 
refrigerators, electric fans). Business Machines 
(computers, typewriters, otc). Irrigation Piping, (rate 
tens. Drainage Culverts. Water Mains and countless other applications. HINDALCO slum inlaw is helping to build a now India. .With Rs 
alnwet limitless inrioto el farms and shapes aad its vet soldo properties. HINDALCO aluminium la aura to play a crucial rain In mee t ing 

Industrial India’s challenge today and tomorrow... 

PI HINDUSTAN ALUMINIUM CORPORATION LTD. 

1861 WORKS : P.O. RENUKOOT, DISTRICT MIRZAPUR. UJ. 
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a broad bfsis while at the same time adult 
farmers aj|d farm- workers were compre¬ 
hensively trained as “skilled labour". In 
this manlier the number of specialists 
(skilled labour) rose from 22,356 (in i960) 
to 427,923 (in 1970). Now more than 60 
per cent of all co-operative farmers of the 
GDR have had technical training. 

The fourth stage of the development 
of agricultural economy is characterized 
by the development of comprehensive 
co-operation between the socialist farming 
enterprises and the plants of the food¬ 
stuffs industry as well as by the switching 
to industrial-scale production methods in 
agriculture. 

Despite their relatively large size and 
economic strength, single co-operative 
farms are no longer able now to erect, by 
their own strength, modern large-scale 
plants (cattle rearing, land improvement), 
to buy big machinery complexes and to 
use them rationally, to perform the specia¬ 
lization of production that is possible and 
necessary today, and to ensure optimum 


working and living conditions for their 
members. 

The development of large-scale co¬ 
operative relationships between the enter¬ 
prises of agriculture and the foodstuffs 
industry is, therefore, a necessary process 
that is caused by the growth of the agricul¬ 
tural productive forces and the necessity 
of progressive concentration and speciali¬ 
sation of agricultural production result¬ 
ing therefrom. 

When co-operative unions of several 
farm enterprises with plants of the pro¬ 
cessing industry and of trade companies 
are formed, a long-time production and 
delivery agreement is concluded on cont¬ 
ract basis for definite., products (e.g.’ ani¬ 
mals for slaughter, milk, potatoes, vege¬ 
tables etc.). On the basis of such contracts 
the participating agricultural enterprises 
carry out their specialization, and make use 
of their production means on a co-opera¬ 
tive basis. The chief problems are: 

—The elaboration of rational economic 


relationships within the co-operative uni 
ons and associations. 

—Further development of the now exist 
ing production means and of the presen 
technologies aiming at higher yields at 
minimum of cost (e.g maximum possibt 
elimination of manual labour also wit 
beets, potatoes, vegetables and in cattl 
rearing) in order to intensify the industry 
character of agricultural production. 

—Further .raising of the level of qual;. 
fication of the workers in agriculture an' 
propagation of the latest scientific know 
ledge by a broad system of adult educatior 

—Improvement of the working an 
living conditions of the rural populatio 
with the aim of gradually overcoming th 
still existing differences in this respect bci 
ween the towns and villages. 

—Perfection of economic collaborate 
of the farming enterprises and the process 
ing industry with the aid of raising the levc 
of quality of the products offered 


Awaiting enlarged market EB Z 


Like many about to enter on a new associ¬ 
ation and face a fresh set of circumstances 
the countries of western Europe and 
across the Atlantic are becoming more in¬ 
dividually defensive as west Europe’s 
wider union within the Common Market 
draws nearer. Old methods are being 
given a new examination, old liberties 
scrutinised to make sure they are not lett¬ 
ing in unthought of dangers: The Gene¬ 
ral Agreement on Tariffs and Trade 
(GATT) is to be overhauled, EFTA re¬ 
formed as a smaller body and the Market 
itself will undertake a thorough machi¬ 
nery overhaul when the political heads 
of the states forming it meet in Paris 
next October. 

The next few months will show how wide 
the expansion of the Market will be. Bri¬ 
tain has been taken into the Market with 
parliamentary techniques bordering on 
roller-coasting and no one doubts that 
many British people are uneasy and anxi¬ 
ous about the whole business. There is 
no referendum for them; of the three 
states currently consulting public opinion 
directly the Irish Republic is the only one 
almost certain to vote affirmatively. For 
once, and briefly, no one will love the 
Irish more than the British government. 
But Norway and Denmark are much less 
certain to be affirmative but, even so, no 
one really doubts that the Ten and not an 
Eight will come into being at the opening 
of next year. But if either Norway or 


Denmark should vote negatively in their 
referendums the diminished EFTA will 
be very pleased to continue their member¬ 
ship. 

One factor making for nervousness 
about the new circumstances is the oppor¬ 
tunity it will give for further big-business 
mergers. Across the Atlantic, Canada is 
introducing plans to tighten controls over 
business take-overs: benefit to Canada will 
be the sole criterion by which Ottawa will 
judge all proposed outside capital initia¬ 
tive. While the main target of this new 
Canadian policy is United States’ big busi¬ 
ness, which now holds 80 per cent of all 
foreign holdings in Canada, there is a 
wary eye also for The British and the 
French. 

Elsewhere, in Europe, legislation is be¬ 
ing put through to avoid excessive foreign 
influence in industrial capital, in banking 
and banking policy and in movement of 
capital. Austria has recently imposed a low 
limit for conversion of foreign money 
into schillings — about £400 a time—a 
move aimed primarily at influence from 
the USA and Federal Germany. The Swiss 
have also shown nervouness in refusing 
to agree to alter at all materially their 
banking methods. 

While Brussels, with expressed support 
from London, Bonn and The Hague and 
more covert support from Rome, appears 


to keep its end up against the claims o 
Paris to be the political, as distinct fron 
the administrative, capital of the enlarge) 
Market, some other doubts are bein 
voiced. 

No one has ever thought much abou 
the European Parliament at Strasbour. 
—although this headquarters is in France 
de Gaulle studiously ignored it ant 
Pompidou shows little interest in the fac 
that the Market’s parliament meets ii 
his Republic. The European Parliamen 
has, so far, little influence but this cir 
cumstance is likely to change once fou 
countries with strong parliamentary tradi 
tions and sharing a concept of parliamen 
tary democracy join the Market. Butth< 
technique of electing the Europeai 
Parliament’s members indirectly—the; 
are elected by the national parlia 
ments of Market member states — i 
unlikely to satisfy for very long the British 
Danish or Norwegians. They will alst 
face the problem of deputing such of thei 
own members who arc willing to be ab 
road, away from their home parliament, 
and away from their constituencies for < 
a long time: such men may notbenumer 
ous and may not be the best material th< 
national parliaments could send. 

The Treaty of Rome envisages “a uni 
form method of direct election” of na 
tional representatives to the Europeai 
Parliament at Strasbourg but this, also 
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iccording to the Treaty, is not to be insti- 
uted unless and until there is a unanimous 
■ote of the Market's Council of Ministers 
.nd, even so, such a vote can only make 
ecommendations. 

One device to provide reasonably good 
tational representation at the European 
‘arliamcnt without weakening representa- 
ion and expression of opinion in the 
tome parliaments <is to give national MPs 
sleeted to Strasbourg the right to vote by 
iroxy at home during their absence. Pro- 
;y votes in any parliament are not a popu- 
ar idea and do not recommend themselves 
o either political or constitutional cir- 
:les. But this and one or two other new 
^institutional devices are being consi- 
lered and discussed in the present and po- 
ential Common Market countries. If 
1 he enlarged Market is to prove a success 
kcceptable to the nations composing it as 
veil as their governments, better represen- 
ative manpower will have to be sent to 
he European Parliament and Strasbourg 
vill have to move up several notches 
lot only in international regard but in 
>ublic awareness. Almost everybody in 
Europe knows about Brussels but few are 
iware of, fewer care about, what goes on in 
Strasbourg. 

The crucial date of the Market’s enlarge¬ 


ment is aim less than eight months ahead: 
allowing.for the summer holidays time 
are not more than five, working months 
left to gefedetails worked out sufficiently to 
ensure that the huge enlarged machine 
takes over smoothly. There will probably 
be delays, in some sectors, especially over 
international trade. The Americans are 
unlikely to be ready to begin the essential 
round of world trade talks before 1974, 
a year or more after the Market has been 
enlarged. The effect of this delay will be to 
make doubtful the durability of the pre¬ 
ferential agreements negotiated between 
the Market and many African and east 
Mediterranean states and now, with more 
difficulty, with some remaining EFTA 
members. The USA is sharply opposed to 
any preferential agreements anywhere 
on principle and in "practice. For this 
reason, the US-Market discussions, 
when they get finally fully under way, will 
be a contest between the preferential areas 
idea and the creation of a world free trade 
area in which west Europe could find itself 
in a minority. 

The setting up of, a 20-nation commi¬ 
ttee, including representatives of the in¬ 
dustrially-developing countries, to plan, 
within the IMF, a world currency reform 
may help to create compromises that could 


lead to closer agreement on a new world 
economic and trading order. But these 
monetary discussions will themselves be of 
a mammoth nature, ate unlikely to begin 
before next year and could last till near the 
end of the decide. Also, although the 
group of twenty will make the decisions on 
any final agreement, it still appears like¬ 
ly that a small steering committee will 
be necessary to run the negotiations and to 
meet American objections that the group 
is already weighted heavily in favour of the 
Common Market. 

As the date for the Market's enlarge¬ 
ment approaches it is clear that this in¬ 
creased unity of western Europe is only 
one facet of a very involved change in 
world political and economic situations. 
There is growing emphasis on economic 
and fiscal differences between the nations 
on the east of the Atlantic and the USA. 
The USA appears to be looking increas¬ 
ingly away from its competitor western 
Europe towards eqst Asia and to east Eu¬ 
rope also. Thirdly, there is the growing 
influence of eastern Europe as a catalyst 
in west Europe’s politics and economics, 
a fact which the politicians are slower 
than governments and much slower than 
business and commercial interests to rea¬ 
lise and acknowledge. 



Our fleet of eighteen modern freighters offers fast. 


regular and dependable service between 

INDIA—I). K. A THE CONTINENT • INDIA/BANGLADESH-SOUTH AMERICA 
INDIA-BLACK SEA A EASTERN MEDITERRANEAN PORTS 
INDIA—POLAND Also around the INDIAN COAST 

INDIA STEAMSHIP CO., LTD. 

••INDIA STEAMSHIP HOUSE", 21, OID COURT HOUSE STREET, CALCUTTA-1 
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Don’t crawl up a wall in frustration. 

If after-sales service is so important to you, 
opt for a Blue Star Air Conditioning or Refrigeration System. 


Service. That's what really matters That's why we've made service our 
to you. We know, you wouldn't strong point. By making it prompt- 
repeat your mistake by giving us , er. More efficient. More satisfying, 
another job if you weren't happy ^ .. 

with our service on the first one. ^hat s W ^V our old customers 

never turn to anyone else. Nor do 
Right ? those who've switched to us more 


recently. 

Neither will you. Whether it's for 
a room air conditioner, a packaged 
climate system, or a central plant. 

We guarantee,you’ll use your walls 
onlyforhangingpicturesandcharts. 


BLUE STAR 


the climate makers 



5,7.5 fr 10 HP 


INDIA'S FIRST AND FINISH 

BLUE STAR PACKAGED CLIMATE SYSTEMS. 

• Choice of water and air cooled models 

• Most economical and flexible, can be Installed 
individually or in multiples 

• Ideal for Offices. Showrooms. Laboratories. 
Banks. Restaurants. Hotels. Hospitals, 

Beauty Parlours 


BLUE STAR LIMITED 

BOMBAT a CALCUTTA , 

NEW DELHI a MADRAS a KANPUR ! 
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Nobody- rully knows 

very much about those dark-grey hours 
through whidi a man or woman panes 
before he or she chooses to die by 
his or her own hand. Even suicides 
noted do not help much. More 
often than not, they tell only what its 
author wants to tell himself—or the 
world. In this twilight of unsure commu¬ 
nication, what seems a tittle less uncertain 
dfian all else is that a man or a woman 
most probably never ends his or her life 
for any single, specific reason. The will 
to live is so powerful at all times that at 
jno time can it be demolished except by 
an avalanche of numerous emotions or a 
massive landslide of accumulated physical 
pressures or both. If there is an excep¬ 
tion to this rule, it may be found only in 
the case of mentally abnormal or other¬ 
wise grossly inadequate individuals who 
. instinctively find an escape in the act of 
tidying. 

The late Dr Vinod H. Shah of the Indian 
Agricultural Research Institute, Pusa, is 
said to have committed suicide because of 
intolerable frustrations in his professional 
career, the precipitating factor being a 
selection committee passing him over for 
the post of professor of agronomy. In 
the testament of unfaith he has left behind 
as a suicide note, he has spoken eloquently 
of man’s vileness to man, but he has also 
expressed a sneaking hope that, by giving 
up his life, he might be helping other 
scientists to get better treatment. 


At the risk of being misunderstood or 
even called names, I would submit that 
there must be much more to Dr Shah’s 
suicide than the motive or motives sug¬ 
gested or stated for it. For obvious 
reasons, I would prefer not to speculate 
further about this, but it is significant 
that he chose one of the most painful 
fWays that there are of killing oneself. 
Here is, surely, an act of exhibitionistic 
sado-masochism in the act of hanging 
oneself, the grim psychology of which has 
to be fully explored and investigated 
before the totality of the context or the 
circumstances of this suicide can be as¬ 


certained or justly pronounced upon. 

Meanwhile Dr Shah’s tragic death has 
. naturally given rise to a demand that the 
government should inquire into the affairs 
of the LARI and, in particular, probe into 
allegations of favouritism, nepotism or 
other unfair practices in. appointments or 
promotions. I have no difficulty in agree¬ 
ing to this proposition and would in fact 
proceed to suggest that such investi¬ 
gations should be conducted perio¬ 
dically in respect of all other 
similar institutions. At the same 
time I have nothing but contempt for 
the jackals of our political jungle which 
(repeat which) have been unscrupulously 
exploiting the Pusa tragedy for their own 
private or political purposes. 

The sensational aspects 

of the episode apart, Dr Shah’s suicide 
note has cast doubts about the quality 
of science scholarship at the IARI 
or the objectivity of the research work 
which is being carried on under its 
auspices. This is the issue which the 
Director of the IARI ought to concern 
himself most with. Dr M. S. Swami- 
nathan’s leadership of the new agri¬ 
cultural technology has been so brilliantly 
vindicated by results in the fields that he 
owes it to himself to face this challenge 
to his professional integrity with the ut¬ 
most courage and candour. He would of 
course be strenthening his specialist posi¬ 
tion very considerably if he would refrain 
from committing himself to such obiter 
dicta as his notorious assertion that 
the new farm technology is neutral to scale. 
As an agronomist, he has no particular 
qualification to pronounce on this ques¬ 
tion which calls for a good deal of deep 
economic analysis. 

I may recall here that when Mr C. Sub- 
ramaniam met a small group of journal¬ 
ists in New Delhi soon after he had assum¬ 
ed office as the Chairmah of the National 
Commissioii on Agriculture, one of the 
emphatic observations he made was that 
the new farm technology was neutral to 
scale. Whether this is a piece of wisdom 
which Mr C. Subramaniam had received 


MOVING 

FINGER 


from Dr M.S. Swaminathan or vice versa 
it would surely be interesting to inquire 
into. In any case the Director of the IARI 
will have only himself to blame if people 
were to suspect that he is perhaps not 
slow to lend the authority of his scientific 
personality or record to maxims which, 
while being of doubtful scholarship, could 
be of obvious political convenience. 


One of tho more intri- 

guing features of the editorial cove¬ 
rage of Dr Shah’s suicide or its implica¬ 
tions by our leading newspapers was 
the holy horror which one leader-writer 
after another had expressed at the 
alleged sins of the IARI in the matter 
of appointments and promotions. If one 
were to let oneself be impressed by all 
this piety, one might well be led into be¬ 
lieving that, in the newspapers themselves, 
there is always perfect justice in recruit¬ 
ment or promotions, that only merit is 
rewarded and the right man always 
selected or seconded for the right job. 
The truth, however, could be that there is 
as much frustration per square yard of 
office space among journalists as there 
may be among scientists in the IARI. 
Some time back, a leading daily, I may 
mention here, daily went about raiding the 
senior staff of its contemporaries for no 
better reason than that it had money to 
throw about, with its editor maintaining 
for all and sundry to hear that 9 
per cent of its existing staff was 
worthless. 


I would also remind our leading news¬ 
papers that, not long ago, when a certain 
young man, who was working as a junior 
scientific officer at BARC in Bombay was 
brought to New Delhi and appointed as a 
Special Science Advisor in the Prime 
Minister’s secretariat (so that he could be 
near his father who is a favourite at Mrs 
Gandhi’s court) there was a front-page 
news story in one of the dailies, hatting 
the event as a first step towards a break¬ 
through on the nation's science front. 
No leader-writer had then suggested that 
this act of favouritism or nepotism 
might have run the risk of precipitat¬ 
ing a mass suicide of scientific officers 
in BARC or other similar establishments. 
The truth is that there is a frig htening 
amount of hypocrisy in the country and 
this is nowhere in ampler evidence than in 
the press or among the politicians. If 
frustrated careers are in themselves 
compelling reason for 
Uma Shi 


lankar Dikshit 
be relieved of one of 
terial appellations 
since the popula¬ 
tion problem would 
be regulating itself., 


a 

suicide, Mr 
may soon 
his minis- 
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Power 

Preliminary Proposals for 
power development in the 
fifth five-year Plan, drawn up 
by the Ministry of Irrigation 
and Power, envisage the raising 
of the installed generating capa¬ 
city in the country to 41.5 
million KW by 1978-79. Const¬ 
ruction of additional 37,450 
circuit kms of transmission 
lines, electrification of 1,31,000 
more villages and energisation 
of 2.5 million irrigation pump- 
sets are also proposed. 

According to present indi¬ 
cations, the installed capacity 
expected to be achieved by 
1973-74 js 20.2 million KW 
and concerted efforts are being 
nunrip to commission another 
0.8 million KW of capacity by 
March 1974. The present pro¬ 
posals therefore amount to 
doubling the installed capacity 
during the fifth five-year Plan. 
It is also proposed to initiate 
advance action on additional 
generation schemes, which will 
have to be taken up during the 
fifth Plan for affording bene¬ 
fits during the sixth Plan, parti¬ 
cularly its early period. 

An important objective dur¬ 
ing the fifth Plan would be 
removal of region-wise and 
state-wise imbalances in po¬ 
wer development and reduc¬ 
tion in disparty of tariffs pre¬ 
vailing in various power sys- 
stems. 

The proposals were dis¬ 
cussed at a two-day meeting 
of the chairmen of State Elect¬ 
ricity Boards in New Delhi 
from May 10, 1972. 

The assessment of the future 
power requirements are based 
on the broad indications avail¬ 
able in the development pro¬ 
gramme in the various sectors 
of the economy during the 
fifth Plan period and the de¬ 
tailed studies undertaken by 
the Ministry of Irrigation and 
Power and the Central Water 
and Power Commission. For 
instance, the growth planned 
in the industrial sector, which 
accounts for about 70 per cent 
of the total energy requirement, 
is eight to ten per cent as 
against six per cent actually 
achieved so far. 

Generation: Energy genera¬ 
tion in the country increased at 


the compound rale of 11.8 
per cent during the fifties as 
well as the sixties; from 6.6 
billion kwh in 1950-51 to 20.1 
billion kwh in 1960-61 and 61 2 
billion kwh in 1970-71. Tak¬ 
ing into account the accelera¬ 
ted tempo of industrial growth 
envisaged, the increasing power 
demands in the agricultural 
sector and the impact of the 
extensive rural electrification 
programme for the fifth 
Plan, a growth rate of 12.5 per 
cent a year would not be too 
optimistic. Based on this, the 
total energy generation re¬ 
quired during 1978-79 has 
been assessed at 15.8 billion 
kwh. The corresponding peak 
load demand has been assessed 
at 29 million KW, of which 
27.7 million KW will be in 
utilities and l. 3 million KW in 
non-utilities. The power gene¬ 
rating programme for the fifth 
Plan has to be geared to meet 
these requirements adequately. 

The addition of 21.8 million 
KW to generating capacity 
during the fifth Plan would 
comprise 6.7 million KW from 
continuing fourth Plan sche¬ 
mes, 7.8 million KW from pro¬ 
posed extensions at developed 
sites and 7.3 million KW from 
new generation schemes. 

Of this, again, 11.8 million 
KW would be thermal, 1.4 
million KW nuclear and 8.6 
million KW hydro capacity. 

Transmission: A special 
feature of the transmission 
system envisaged is the estab¬ 
lishment of a broad 400 KV 
network to facilitate transmis¬ 
sion of large blocks of power. 
not only within states but also 
across state and regional boun¬ 
daries. This would pave the 
way for the ultimate realisa¬ 
tion of an All India Power Grid. 
The distribution network to 
carry power to the ultimate 


consumers has also been pro¬ 
vided for. 

By 1969-70, about 38000 
circuit kws of 110 KV and, 121 
KV lines and 11,000 circuit 
kws of 220 KV lines had 
been constructed. To be able 
to cope with the additional 
power likely to become avail¬ 
able by the end of the fifth 
Plan period, it would be neces¬ 
sary to add about 16,400 circuit 
kws of 220 KV lines and 7,300 
circuit kws of 400 KV lines, 
over and above the additions 
to 66 KV and 110 and 132 KV 
network. 

Under the proposals invest¬ 
ment in transmission and dist¬ 
ribution, which has so far been 
about 41 per cent of that in 
the generation sector, would be 
raised to 50 per cent. This 
increase is considered neces¬ 
sary for increasing the security 
of supply, promoting integ¬ 
rated operation, boosting the 
rural electrification programme 
and reducing transmission and 
distribution losses. 

Rural Electrification: Against 
the fourth Plan target of elect¬ 
rifying 50,000 villages and 
energising 12.5 lakh irrigation 
pumpsets, achievement is ex¬ 
pected to be electrification of 
74,255 villages and energising 
of 14.7 lakh pumpsets. The 
higher achievement is mainly 
because of Rs 40 crores of 
additional funds provided by 
the Rural Electrification Cor¬ 
poration and a further sum of 
Rs 75 crores being provided by 
the financial institutions. State 
Electricity Boards are also ex¬ 
pected to provide for an ex¬ 
penditure of Rs 351 crons 
against the Plan outlay of Rs 
294.69 crores. 

It is proposed to provide a 
sum of Rs 15 crons for electri¬ 
fication of Harijan Basties is 
the fifth Plan period, A sum 
of Rs five orores has been sanc¬ 


tioned for this pujQpose for the 
last three years of the fourth 
Plan. 

Electronics 

The Electronics Commission 
has decided that the licensing 
of additional capacity for the 
manufactum of TV sets should 
be based on the guideline thak 
then is no need for any foreigm 
collaboration or know-how for 
the manufacture of TV sets 
in India. Other guidelines am; 
No TV sets with fomign brandy 
names should he allowed to be 
manufactured and no licences 
need be given to companies 
with fonign equity holdings, 
50 per cent or mon of the total 
capacity should be sanctioned 
to units in the small-scale sec¬ 
tor and here preference would ' 
be given to qualified engineers, 
scientists and consortia of 
small-scale units and reasonable 
capacity would be licenced to 
public sector undertakings, 
both central and state and those 
involving State Industrial Deve¬ 
lopment Corporations. This 
is stated in the report of the 
Department of Electronics for 
1971-72, 

The Commission has also 
decided to set up, from time to 
time, expert technical panels 
to examine various questions 
relating to specified areas in 
electronics. So far, four such 
technical panels have been 
constituted covering electro¬ 
nic desk calculators, ferrites, 
semi-conductor devices' and 
glass bulbs for television and 
such applications. 

The panel on Electronic Desk 
Calculators has submitted its 
report. The other three panels 
have still to complete their 
work. Several other panels 
are shortly to be set up. 

Set up in February 1971, the 
Electronics Commission has 
had six meetings during the 
year under review. The Com¬ 
mission has been charged with 
full responsibility to review the 
entire field of electronics with 
regard to research, develop¬ 
ment mid industrial opera¬ 
tions, with full authority to 
formulate policies in this field 
and to direct imfdemcntation, 
on sound technicidand econo¬ 
mic principles, of aM measures, 
both promotional md regula¬ 
tory mat are necessary for the 
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and in the best? possible man¬ 
ner. • 1 . . ,S 

At present the Commission 
is involved in making an assess¬ 
ment of, the present require¬ 
ments and those oyer the future 
(during the next 5-10 years) 
in ail sectors of electronics 
including equipment* compo¬ 
nents and matariaJa. It is also 
Aking .an assessment of the 
imports of all types in the field 
of electronics of the installed 
capacities, of letters Of intent 
issued and of intrinsic manu¬ 
facturing capabilities in the pu¬ 
blic and private sector and the 
future plans thereof over the 
next fow years. Also the Com¬ 
mission is to determine the 
manner in which additional 
manufacturing capacity should 
fee generated in the public sec¬ 
tor and the private sectors. 

Evaluation committees were 
set up by the Department of 
Electronics for carrying out an 
analysis of the computational 
demands for various applica¬ 
tion areas in different regions 
of the country; Bangalore, Cal¬ 
cutta, Delhi, Kanpur and Mad¬ 
ras. An Evaluation Committee 
for examining the in-house 
computer requirements for the 
Atomic Energy Commission 
at Bombay which could also 
partially meet the reqirements 
of the region till regional faci¬ 
lities get established was also 
set up. 

The recommendations of 
these committees are being con¬ 
sidered on an integrated basis, 
so as to arrive at decisions 
relating to the setting up of re¬ 
gional centres in the phased 
manner based on national prio¬ 
rities and availability of funds. 

Assistance under the United 
Nations Development Pro¬ 
gramme (UNDP) has been 
sought for the proposed re¬ 
gional centre at Delhi, ode 
:omputer at Bombay and the 
proposed regional centre at 
Bangalore for the period 1972- 
74, and these ate on the list of 
approved projects in India’s 
UNDP Country Programme. 

Mini-computers represent 
.me of the very significant de¬ 
velopment jn the field of com¬ 
puters in the last two . yearn. 
They have an important role 


... ,, 

eqwjpment_A p3Ml *0 study 
the pate of mini-computers in 
the Indian environment aud io 
recommend a programme for 


building, up this facet of in¬ 
dustry m the country is being 
set up. 

In keeping with the policy 
of encouraging indigenous - de¬ 
sign nad production in the field 
of computers with a view to 
achieving self-reliance, a pro¬ 
posal from the Electronics 
Corporation of India Ltd, for 
the manufacture of small to 
medium sized-computers—the 
TDC-16 and TDC-32 machines 
—has been approved by the 
Electronics Commission. 

As regards Research and De¬ 
velopment, the Electronics 
Commission has already de¬ 
cided that specialised area 
where massive R & D 
effort is required should be 
selected, and an all-out effort 
made to undertake develop¬ 
ment of these areas within the 
shortest possible time. During 
the year 1971-72, funds to the 
extent of Rs 3.49 crores have 
been disbursed for R & D. 
During the financial year 1972- 
73, funds to the extent of Rs 
3.50 crores have been provided 
for undertaking development, 
among others, for computer 
development, projects in pro¬ 
gress and sanctioned by the 
earlier Electronics Committee; 
computer peripherals; elec¬ 
tronic instrumentation; ma¬ 
terials and components (in¬ 
cluding modern crystal gro¬ 
wth facilities, semi-conductor 
memory systems, light emitt¬ 
ing diodes, liquid crystal dis¬ 
plays, magnetic materials). 

Atomic Energy 

An abound progress iq all 
the projects in hand and in 
die planning of major projects 
envisaged in the 10-year Pro¬ 
file have been reported in the 
annual report of the Depart¬ 
ment Of Atomic Energy for 
1971-72. 

Ail construction work on 
Unit I in the Rajasthan Atomic 
Power Project has been comp¬ 
leted pud. commissioning acti¬ 
vities /etq in i»u swing, in 
Unit jl, all major civil works-. 


and fUftaUatian ©fnucloar and 
conventional components is in 
progress. Unit I of the Ra¬ 
jasthan station is expected to 
become “critical” around June 
1972, >ribile Unit II will become 
“critical” in March 1975. 

Commissioned in October 
1969, the Tarapur Atomic Po¬ 
wer Station (TAPS) generated 
4,590 million units of electri¬ 
city and. earned a gross reve¬ 
nue of oyer Rs 25 crores. 
The station operated with high 
efficiency till March 1971, earn¬ 
ing a working profit of Rs 
eight crores and a net surplus 
of Rs one crore after meeting 
interest dues and apportion¬ 
ment to reserves. 

in the succeeding 12 months, 
the TAPS earned an operating 
profit of over Rs two crores 
only, the decrease being main¬ 
ly attributable to an extended 
shut-down of one of the units 
due to special problems no¬ 
ticed during the first refuelling 
outage and a turbine overhaul 
on the other unit. 

At the Madras Atomic 
Power Project, designs for civil 
structures for the sea water 
system, i.e., submarine tunnel, 
off-shore intake, pump house, 
conduits, seal-well and out¬ 
falls, etc. and the vapour sup¬ 
pression system, shield wall 
between reactor boilers and 
primary pump in the reactor 
building, and various auxiliary 
cooling systems inside the 
reactor building, have been 
completed. Work has also been 
taken in hand for construction 
of the reactor and turbine 
buildings of Unit U of the 
station. 

New Nuclear Power Stations: 
A Site Selection Committee 
was appointed in September 
1970 to examine suitable sites 
for new atomic power stations 
in the northern, western and 
southern electricity regions. 
The report of the committee on 
the northern region has been 
received and a decision regar¬ 
ding a new atomic power 
station in the region will be 
taken shortly. 

Construction work on the 
Variable Energy. Cyclotron at 
Calcutta is making progress- 
The Cyclotron will be a mo¬ 


sses. Because of its high beam 
intensity, it ean produce a 
variety of isotopes, which is 
not possible in nuclear reac¬ 
tors. The proposed facility will 
provide new opportunities for 
research workers from the uni¬ 
versities and other institutions 
in the country which by them¬ 
selves may not be able to set 
up and operate a large and 
complex machine of this type. 

Work on electro-thermal pro¬ 
cess for phosphatic fertilizers 
was initiated. Suitability of 
commercially available Indian 
phosphate rocks and other raw 
materials is being studied for 
the process. Design and pro¬ 
ject work on 600 KW capacity 
electro-thermal phosphorus 
plant is in progress to develop 
indigenous technical know-how 
and support the development 
of commercial phosphorus 
plants in the near future. 

Nuclear Medicine: Clinical 
nuclear medicine, training of 
medical personnel in the use of 
radioisotopes, and application 
of radioisotopes in medical 
research form the major res¬ 
ponsibilities of the Radiation 
Medicine Centre (RMC) of 
the Bhabha Atomic Research 
Centre. During the year, the 
RMC investigated about 5,000 
patients with radioisotopes, 
some of whom were also given 
radiotherapy. 

At the Tata Memorial Hos¬ 
pital which forms a part of 
the Tata Memorial Centre 
(TMC), Bombay, clinical re¬ 
search studies on treatment 
methods (surgery, radiation 
and chemotherapy) to improve 
the survival rate of cancer pati¬ 
ents have been actively pur¬ 
sued. A programme to use 
cryosurgery techniques in the 
treatment of cancer is under 
way. 

Anti-Cancer Properties of 
Indigenous Pints: The screen¬ 
ing programme for detecting 
anticancer properties of indi¬ 
genous plants has given some 
useful results. Out of 500 
species of plants screened so far, 
Six plant extracts have shown 
good anti-cancer activity in 
experiments, isolation and 
characterisation of active 
principles is in progress. . 

In the field of Dental re- 
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search, a project of the Tata 
Institute for the follow-up of 
individuals examined three 
years ago in the rural areas 
of five districts of Andhra Pra¬ 
desh, Bihar, Gujarat and 
Kerala, is in progress. The 
second follow-up of the indivi¬ 
duals is complete and a third 
follow-up is being conducted 
in three areas. The response 
in die second follow-up varied 
from 64.8 per cent to 79.2 per 
cent in different districts. 

The Directorate of Radia¬ 
tion protection of the depart¬ 
ment is responsible for imple¬ 
menting a country wide Radia¬ 
tion Hazards Control Program¬ 
me. The DRP is responsible 
for assessing radiation doses 
received by personnel using 
radiation sources in various 
fields such as agriculture, in¬ 
dustry, medicine and research. 
During the year its film badge 
service covered a total of 
24,000 workers from 1,600 
institutions. The correspond¬ 
ing figures for the preceding 
two years are 21,000 and 
1,400 respectively. With the 
recent promulgation of the 
‘Radiation Protection Regula¬ 
tions 1971* this service will 
soon cover all radiation wor- 
ken in the country. 

Space Technology: Develop¬ 
ment activities in connection 
with Satellite Launch Vehicle- 
3 in the areas of propellants, 
nozzles and motor chambers, 
control systems, telemetering 
and tracking, are in different 
stages. Besides other basic faci¬ 
lities which are already operat¬ 
ing, a propellant fuel complex 
is neing built at Thumba. The 
unit is expected to go into 
production by the middle of 
1973. 

With the commissioning of 
this complex, India will be 
considerably free from depen¬ 
dence on outside sources for 
basic fuel requirements of high 
energy propellants for rockets 
and space vehicles. The com¬ 
plex will produce high energy 
fuels like polysulphides, poly- 
urethenes polybutadienes etc., 
and plasticisers, catalysts and 
stabilisers —items which are 
not readily available in the 
country. 

The Thumba Equatorial Roc¬ 
ket Launching Station launched 


a, total of 1$ rockets upto 
March 31,19% Of which 66 
carried scientflc experiments 
while 63 were tip rockets. The 
rockets sent US' include So¬ 
viet built M-ttS) meteorologi¬ 
cal rockets, Ntke-Apache ro¬ 
ckets, Rohini-100, Rohini-125 
and Manaka-I rockets. Dual 
Hawks, British-made Skuas 
and Petrels etc. The scienti¬ 
fic rocket experiments for the- 
study of the equatorial iono¬ 
sphere, the electrojet, and the 
neutral upper atmosphere were 
conducted with payloads deve¬ 
loped and fabricated at the 
Physical Research Laboratory 
at Ahmedabad. 

Besides Satellite Instruc¬ 
tional Television Experiment, 
the Indian Space Research 
Organisation proposes to colla¬ 
borate with NASA on the 
use of the latter’s planned 
experimental earth resources 
technology satellite for multi¬ 
disciplinary investigations; the 
proposal envisages the study of 
pictures taken by the satellites, 
for application in the fields 
of oceanography, hydro¬ 
logy, geology, cartography, 
forestry and agriculture. Pic¬ 
tures from the first satellite 
ERTS-A are expecte to be¬ 
come available in July 1972. 
1SRO proposes to act as a 
catalyst to enable Indian scien¬ 
tists to study the imagery thus 
obtained. 

Taxes Bill 

The Lok Sabha’s select com¬ 
mittee has proposed that the 
provision for acquisition of 
immovable property should in¬ 
clude not only property trans¬ 
ferred by sale but also trans¬ 
fers by way of exchange. In 
making the recommendation 
in a report presented to the 
House onMay 10, the commi¬ 
ttee has said that unscrupulous 
persons could otherwise easily 
circumvent the acquisition by 
paying the consideration for 
the transfer of the immovable 
property, partly in cash and 
partly in kind or wholly in 
kind. 

The observations are made 
on the Bill to amend the In¬ 
come-Tax Act, 1961, the 
Wealth Tax Act, 1957 and the 
Gift Tax Act, 1958. The com¬ 


mittee has also suggested guide¬ 
lines bn the basis of wbidt re¬ 
ferences could be made of file 
valuation of any capital, asset 
or property to a valuation 
officer. The guidelines would 
become necessary in its view 
“to avoid arbitrariness on 
the part of the tax authorities, 
in making such references.” 

Pact on Space Research 

India and the Soviet Union 
signed an agreement in Moscow 
on May 10, which is expected 
to take Indian space research 
effort to a quantitatively new 
stage. Prof M.G.K. Menon, 
head of the Indian Space Re¬ 
search Organisation, signed the 
agreement for India and Aca¬ 
demician M. Keldysh, Presi¬ 
dent of the USSR Academy of 
Sciences, for his country. 

Bombay TV Studio 

The television studio in Bom¬ 
bay installed by a team of 
West German engineers has 
been handed over to govern¬ 
ment of India. The studio, like 
the earlier one in Delhi, is a 
gift from West Germany. 

Industrial Estatas in 
Nepal 

India and Nepal recently 
signed an agreement for estab¬ 
lishing industrial estates at 
Nepalgunj in western Nepal 
and Dharan in the eastern part 
of the kindgom at a cost or Rs 
40.31 lakhs. India will bear 
90 per cent of the cost. 

Devaluation 

Jordan: The Jordanian dinar 
was devalued on May 10,1972, 
by 8.5 per cent in line with the 
dollar. 

Pakistan: The Pakistani 
rupee has been devalued. The 
new rate is 11 Pakistani rupees 
equivalent to one American 
dollar. Previously, one US dol¬ 
lar was equal to 4.75 Pakistan 
rupees. The decision came into 
force on May 11. The bonus 
voucher scheme has also been 
abolished. The decision to de¬ 
value the rupee was taken at a 
special cabinet meeting presid¬ 
ed over by President Z. A. Bhu¬ 
tto and attended by governors 


and chief ministers of the 

pxwVimMM,.’ 

Bunk Rite* > 

Pakistan has raised tboBank 
Rate from five to six per cent. 
The Finance Minister, Mr 
Mubashir Hassan, is reported 
to have said that adjustments 
would also be necessary in 
deposit and lending rates. The 
raising of the Bank Rate came 
along with the devaluation of 
the Pakistani rupee. Accord¬ 
ing to Mr Hassan, a stringent 
credit and monetary policy 
would be followed and exports 
would be more free than ever. 
While commodities like steel 
billets and industrial raw mate¬ 
rial could be imported freely, 
non-essential and luxury goods 
would continue to be banned. 
Import duties had been tevis 
on the basis of the new rate 
exchange. 

Japan: The government and 
the Bank of Japan decided on 
May 10 to lower the official dis¬ 
count rate of the Central Bank 
by 0.5 per cent to 4.25 per cent 
per annum. The measure is 
designed to stimulate business 
following a prolonged reces¬ 
sion as well as to normalise 
the nation’s system of money 
rates. 

Names in the News 

Mr R.O. Jackson, Chief 
Executive of Burmah-Shell in 
India since January 1968, who 
recently left for London to 
take up a senior appointment 
with the Royal Dutch Shell 
Group, is succeeded by 
Mr M.S. Patwardhan who„ 
wifi also be Chairman of 
Burmah Shell Refineries Limi¬ 
ted. After completing his ear¬ 
lier education in Bombay, Mr 
Patwardhan went to Cambridge 
University where he did the 
National Sciences Tripos. He 
joined Burmah-Shell • on 
returning from the UK in 
1951. After holding various 
positions in Burmah-Shell in 
many parts of India, he was 
attached to Shell International 
Petroleum Company, London, 
in 1964 for one year. On his 
return to India in 1965, he 
was appointed a Director of 
Burmah-Shell Refineries limi¬ 
ted. 
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Gmtury 

The Century Spinning and 
Manufacturing Company Ltd 
j« participating in a joint ven¬ 
ture for setting up a composite 
textile mill in Indonesia. The 
government has. approved the 
proposal in principle. Negotia¬ 
tions are underway for finalis¬ 
ing financial arrangements 
with international institutions. 
Meanwhile the company has 
submitted a series of schemes 
for starting of new indus¬ 
tries in the country and 
they are being processed. The 
company is still awaiting the 
government's final decision for 
industrial licence to manufac¬ 
ture 30,000 tonnes each of 
chemical pulp and paper al¬ 
though the Monopolies Com¬ 
mission had recommended 
grant of a licence to the com¬ 
pany a year ago. In the mean¬ 
time the company is going 
ahead with the implementation 
of its cement project for which 
it has been granted recently a 
“Carry on Business" licence. 
Necessary land has been ac¬ 
quired and construction work 
is in progress. The plant will 
have an installed capacity of 
six lakh tonnes and is expected 
to go into production during 
the second half of 1973. 

Zuari Agro 

The water treatment plant 
of the giant fertilizer complex 
of Zuari Agro Chemicals at 
Sancoalc, near Mormugao port 
will be on stream in course of 
this week while the whole 
fertilizer complex will be com¬ 
missioned sometime in October, 
three months behind the origi¬ 
nal schedule. The plant was 
stated to be completed on a 
a turn-key basis within 27 
months from the signing of the 
contract by Toyo Engineering 
Corporation and according to 
that schedule it should have 
been'completed by July this 
year. But for various reason 


including labour unrest and 
the Indo-Pakistan war, work 
was held up for three months. 

The plant when commission¬ 
ed will be producing 280,000 
tonnes of urea and 150,000 
tonnes of compound fertilizers 
per annum, valued at Rs 45 
crores. For its successful func¬ 
tioning it will be requiring an¬ 
nually 220,000 tonnes ot na¬ 
phtha, 90,000 tonnes fuel oil 
and 87,000 tonnes of phospho¬ 
ric acid. Both naphtha and 
fuel oil will be supplied by the 
Indian Oil Corporation while 
phosphoric acid will be impor¬ 
ted from Mexico for five years. 
There are still many hurdles 
to be crossed so that the plant 
can function on a sound and 
uninterrupted basis. For ins¬ 
tance, the company is currently 
faced with a series of problems 
such as shortage of water sup¬ 
ply, bottleneck in power and 
want of special facilities at the 
port for handling the massive 
quantities of imported phos¬ 
phoric acid. Various ways and 
means are being explored by 
the company to overcome these 
temporary difficulties. 

Birla Jute 

The directors of Birla Jute 
Manufacturing Company Ltd 
have a proposal to issue and 
allot debentures of Rs 1000 
each carrying an interest of 
eight per cent per annum pay¬ 
able half-yearly on March 31 
and September 30 in each year 
and repayable at par on April 
I, 1983 or at the company’s 
option at any time after April 
1, 1981 by giving not less than 
three months' notice. This al¬ 
lotment shall be effective from 
May 15, 1972. This is entirely 
a private issue. 

Pfizer 

With increasing demand for 
its products sales of Pfizer 
Ltd have recorded a handsome 
rise to Rs 20.84 crores from 


Rs 17.34 crofes in 1970 but 
net profit was only a shade 
higher at Rs 1.73 crores as 
against Rs 1.55 crores in 1970. 
The drastic reduction in a 
quite number of important 
products of the company as 
per the Drugs (Prices Control) 
Order on the one hand and a 
continuous escalation in costs 
of materials and other expenses 
on the other, have by and large 
been responsible lor the dec¬ 
line in the rate of profitability 
of the company. The impact 
of these on the working of the 
company would have been 
more severe but for the sus¬ 
tained efforts made by the com¬ 
pany to improve the opera¬ 
tional efficiencies at all levels 
to cut down costs and to in¬ 
crease productivity. 1 hesc 
savings, however, have a seri¬ 
ous limitation as it cannot be 
reaped on a continuing basis. 
Yet another factor which help- 
ped the company to neutralise 
the adverse effect of the Drugs 
(Prices Control) Order was the 
inventory of imported raw 
materials held by the company 
prior to the enforcement oi the 
Pooled Prices Scheme which 
were procured at comparatively 
lower prices. This again was 
only a temporary benefit for 
1971. 

The company’s plant at 
Chandigarh worked nt rated 
capacity and the basic manu¬ 
facturing facilities for broad 
spectrum antibiotics were 
helpful in maximising pro¬ 
duction. It was, however, not 
possible to utilise fully the 
capacity of the plant for turning 
out chlorpropamide, an essen¬ 
tial drug, to the desired extent 
because of difficulties in match¬ 
ing imported raw materials. 
The performance of the com¬ 
pany on the export front is 
quite encouraging. During 
1971 exports touched figure of 
Rs 61.9 lakhs and the earn¬ 
ings from these exports have 
considerably assisted the com¬ 


pany to improve its overall 
performance. The company 
has received the consent of the 
Controller of Capital Issues 
to capitalise a sum of Rs 97.74 
lakhs out of the share premium 
account and Rs 60.72 lakhs 
out of general reserve for issu¬ 
ing bonus shares in the ratio 
of two shares for every five 
equity shares held. 

Industrial Cables 

Sharp upswing in sales and 
profits, spurt in export earnings 
and diversification, in. product 
range arc some of the signifi¬ 
cant achievements of Industrial 
Cables (India,) Ltd during the 
year ended October 31, 1971. 
Despite fierce competition in 
international markets, magni¬ 
ficent efforts made by the com¬ 
pany enabled it to fetch record 
earnings in exports amounting 
to Rs 138.28 lakhs (f.o.b. value) 
as compared to Rs 92. J 2 lakhs 
in 1969-70. Exports in terms of 
gross value, including incen¬ 
tives, aggregated Rs 201.79 
lakhs and it represented 51.26 
per cent of the total tunrnover 
- - a commendable achieve¬ 
ment indeed by any standard. 
It is worth mentioning here 
that the company’s efforts on 
the export front has amply 
been rewarded as witness in the 
bagging of the Certificate of 
Merit for the outstanding ex¬ 
port performance last year. 
Today it enjoys the prriud pri¬ 
vilege of being the largest ex¬ 
porter of engineering goods 
from Punjab and perhaps of 
being the largest exporter in 
underground paper insulated 
cables. Whaf is more the com¬ 
pany has recently been recog¬ 
nised as an export house. 

Consistent with its tradition 
of product diversification and 
expansion, the company has 
for instance, proposes to set 
up a steel wire manufacturing 
unit in Haryana. The letter of 
intent has already been re¬ 
ceived and the project is in 
the process of implementation. 
The company has also to its 
credit a COB licence for the 
manufacture of AAC and 
ACSR conductors. Besides 
it has received a letter of intent 
for the manufacture of grooved 
contact wires (trolly wires) and 
it is proposed to undertake this 
project at Rajpura. Efforts are 
also being made by the com- 
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, to obtain a Hoanoe for to# 
^.jufacturc XLP cables and to 
»t up an aluminium rolling mill 
or aluminium rods. Negotia- 
ions are underway for obtain¬ 
ing technical know-how for 
<LP cables. The government’s 
jolicy in regard to change over 
"rom PILC cables to PVC 
sables and XLP cables up 
:o U Kv due to import 
iubstitution has adversely 
dTected all the PILC cables 
mils in the country but the 
xsmpany has taken appropriate 
steps to utilise the idle capacity 
for exports. 

In spite of adverse circum¬ 
stances such as acute shortage 
of essential raw materials, 
power bottleneck and a host 
of other factors the company 
was able to make striking im¬ 
provements in its performance 
during the year under review. 
Sales, for instance, soared to 
Rs 3.94 crores from Rs 3.17 
crores while net profit swelled 
to Rs 87.1 lakhs from Rs 8.24 
lakhs in 1969-70. Out of the 
net profit a sum of Rs 1.0S 
lakhs was transferred to de¬ 
velopment rebate reserve, Rs 
80,000 for taxation and Rs 6.86 
lakhs to general reserve. The 
directors have declared an 
equity dividend of 10 per cent 
and it will be paid out of the 
general reserve. Keeping in 
view the rapid development of 
local skills and know-how the 
company has made a notable 
contribution of about two per 
cent of the turnover during the 
year to a research foundation 
recognised by the CS1R for 
research and development of 
cable technology. 

Guest Keen 

In his annual statement to 
the shareholders of Guest 
Keen Williams Ltd the chair¬ 
man, Mr K.C. Maitra has fo¬ 
cussed attention to the difficul¬ 
ties experienced by the engi¬ 
neering and other industries 
in raising output to the desired 
level and in preserving of the 
profit margins. Many leading 
manufacturers are finding 
themselves in such an awkward 
situation even with fairly large 
volume of orders in hand. 
Hence it is felt that a sustained 
increase in production as well 
as turnover can only be achiev¬ 
ed if there was no serious hold¬ 


up of operations iatoe indust¬ 
rial sector particdjpkrly due to. 
labour unrest. Companies,;' 
especially enterpi#» such as 
Guest Keen Williams which is 
supplying materials and com¬ 
ponents to a host of manufac¬ 
turing companies will be able 
to excel its performance of 
1971 if its customers were in a 
position to implement their 
schemes without interruption 
and maintain also their output 
at a high level. Besides it is 
apprehended that just for re¬ 
taining the earnings even at 
the 1971 level in the current 
year there will have to be a 
larger turnover as the new im¬ 
posts imposed by the govern¬ 
ment in interim as well as regu¬ 
lar budgets have resulted in 
escalation of costs and the im¬ 
pact has to be absorbed by the 
company without passing on 
the incidence of these levies 
fully to the customers. Apart 
from the difficulties experien¬ 
ced in maintaining of profit 
margins, it is also emphasised 
that there will have to be lar¬ 
ger generation of internal re¬ 
sources for meeting the in¬ 
creasing working capital re¬ 
quirements resulting especially 
from further escalation in costs 
of materials and components. 
It is however, expected that 
Guest Keen Williams will be 
able to repeat its performance 
of 1971 or even surpass it in 
the absence of untoward de¬ 
velopments. 

The year 1971 was a land¬ 
mark in the history of the 
company. Sales for the first 
time crossed the Rs 50-crore 
mark and the company is 
proud of its magnificicnt achi¬ 


evement,, JRs performance on 
; B^ expi(|ifron4 -'in J9W 
however, not encouraging. A» 
regards issue of bonus shares 
the chairman stated that the 
government turned down the 
company's request for issue of 
bonus snares on the ground 
that Rs 1.11 crores of the 
total share premium account 
was created by consideration 
other than cash and hence 
it cannot be capitalised. 

Nswsand Notes 

Expansion and Diversification 

Tata Mills Ltd: has plans to 
produce new varieties of non- 
woven disposables by instal¬ 
ling additional machinery 
worth Rs 30 lakhs. It is also 
planning to set up a strip 
mill to produce flat steel- 
products in coil form by the 
use of scrap and sponge iron. 
This venture, which would be 
a major diversification project 
outside the textile field, will 
involve a capital outlay of 
Rs 10 crores with a foreign 
exchange content of Rs 4.3 
crores. This plant will be lo¬ 
cated in Chanda district, a 
backward area in the state of 
Maharashtra. 

New Ventures 

Trlmurti Agrochemicals Cor¬ 
poration is venturing into a new 
project for the manufacture of 
complex fertilizers by wet 
chemical granulation process 
at Mangrol in Junagadh dist¬ 
rict of Gujarat. The company 
will include in its range of pro¬ 
duction ammonium polyphos¬ 
phate and other types of high¬ 


ly concentratedfertilizeri. 3# 
plaat^fill haveacapm§yef 
50,0*0 tonnes per aatotoL; 
initially toe company «ti£| 
manufacture fertfhzem.,; J$r 
groundnut, cotton, wheto,iwg. 
plantations and sugarcane,: 
infrastructure facilities fthe 
been managed and htodllp 
already been acquired front 
the state government. The 
process has been obtained#*! 
Tennessee Valley Authority of 1 
the USA. Special arrangements 
have also been made with the 
TVA for technical consultan¬ 
cies. With the chemical wet 
process the company is hopeful 
of cutting down costs of pro¬ 
duction resulting in handsome 
profit margins. The capital 
outlay on the project is esti¬ 
mated at Rs 75 fakhs. To meet 
a part of the cost of the pro¬ 
ject the company will be offer¬ 
ing shortly to the public for 
subscription equity shares 
worth Rs 14 lakhs. 

The di-ammonium phosphate 
project of Dharamsl Monujl 
Chemicals claimed to be one of 
the largests of its kind in the 
world, has been cleared by the 
Central Public Health Engi- 
gineering Institute in regard to 
its location at Sheva in the 
Konkan region of Maha¬ 
rashtra. The company is now 
negotiating with CIDCO which 
had raised an objection against 
the location of the project on 
grounds of pollution. If land 
becomes available the project 
would be completed by the 
end of 1974. The giant-sized 
nature of the project would 
necessitate the setting up of qui¬ 
te a large number of ancillary 
industries in the neighbourhood 
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The Bill instituting Investigation Commission in the original Bill. The Bill as modified by the 
for enquiry into taxation on income as altered and Select Committee has been passed by the LeaisJa- 
approved by the Select Committee has emerged laturc. The duties of the Income-tax Investiga- 
with important modifications in several respects, lion Commission ate: (I) to investigate and report 
The report ot tile Select Committee was almost to the Central Government on allmatters relat- 
unanimous but for a solitary dissentient, Mr P. J. ing to taxation of income with particular reference 
Griffiths. Mr Griffiths asserts that he entirely dis- to the adequacy of the existing law and procedure 
agrees with the changes made by the Select Commi- for preventing evasion of assessment and colfec- 
ttee. One wonders whether the leader of the Euro- tion of taxes and (2) to investigate specific cases of 
pean Group in the Central Assembly would evasion referred to it and to report on them to 
stomach the prospect of an inquisition in his own the Central Government. The second object ap- 
country by a commission invested with such drastic, pears to be the predominant function of the Com- 
unlimited and harassing powers as those proposed mission as disclosed by the whole trend of the Bill. 
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avail of some 
of Hum qppoipunities. 
jtooald Steelv and Robber In¬ 
dustries hasfbceived a letter of 
inteat to manufacture with 
foreign collaboration 36,000 
metres of steel cord conveyor 
belting. The company has also 
been permitted to manufacture 
36,000 metres of fabric conve¬ 
nor belting in nylon, polyester 
■ fibre and cotton duck. This 
1.60, crore project will be lo¬ 
cated at I tarsi in Madhya Pra¬ 
desh. The plant is expected 
^ to go into commercial produc¬ 
tion in May 1974. 

Joint Venturas 

jagatjit Cotton intends to 
invest Rs 90 lakhs in the share 
capital of Guptalone Ltd which 
holds an industrial licence for 
setting up a plant near Ludhi¬ 
ana for the manufacture of 
nylon filament yarn with a 
daily capacity of three tonnes. 
Possibilities are now being 
explored for establishing the 
new plant at the site of Jagat- 
jit’s present complex at Phag- 
wara or as close to it as possi¬ 
ble. This joint venture would 
be beneficial Jto both the com¬ 
panies as for instance, the poly¬ 
ester and nylon yarn to be pro¬ 
duced by the new undertaking 
could well be utilised by Jagat¬ 
jit for blending and processing 
by carrying out suitable modi¬ 
fications in the respective di¬ 
visions while Jagatjit will pro¬ 
vide Guptalone distribution 
and marketing expertise. As 
the present paid-up capital of 
Guptalone is only Rs 10 lakhs, 
it has to raise an equity capi¬ 
tal of Rs 2.36 crorcs through 
subscription to implement its 
project. It has approached 
Jagatjit to subscribe to the 
equity capital to the tune of 
Rs 90 lakhs. 

New Issues 

Alfred Herbert (India) Ltd 
which has long been eng 
in marketing and rendering 
of technical services of impor¬ 
ted and indigenous machine 
tools and industrial machinery 
now proposes to diversify its 
activities by taking up the 
manufacture of various types 
of machinery in technical 
collaboration with a British 
film. The company will in¬ 
clude in its production range 


intermixes, shear strip type lyre 
presses, tube presses for auto¬ 
mobiles and trucks and bi¬ 
cycles tyre and tube presses 
and several other types of ma¬ 
chinery. As the products 
which the company proposes 
to manufacture have not been 
locally manufactured so far it 
is expected that the internal 
demand will far exceed the 
production planned by the 
company. In view of the wide 
gap between supply and de¬ 
mand the company does not 
envisage any difficulty in mar¬ 
keting its products. The fac¬ 
tory to be put at Bangalore is 
expected to be commissioned 
by the end of 1973. 

To raise resources for imple¬ 
menting this project the com¬ 
pany proposes to issue two 
lakh equity shares ofRs 10 
each at a premium of Rs 5 a 
share. Out of these 10,000 
shares have been reserved 
for subscription by the Indian 
Directors and the employees 
of the company. The remain¬ 
ing, 1,90,000 equity shares 
of Rs 10 each are being 
offered to the public for subs¬ 
cription at a premium of Rs 5 
per share. The list for the fully 
underwritten issue opens on 
May 24 and will close on June 
S or earlier but not before May 
29. With the proposed public 
issue the Indian participation 
in the company’s equity capital 
amounts to 40 per cent. The 
directors hope to declare a 
dividend of 10 per cent for the 
current year. 

Standard Mills Co. Ltd is 
offering 40,000 (eight per cent) 
convertible bonds of Rs 500 
each at par for public. The list 
for the fully underwritten bond 
issue will open on May 24 and 
close on May 31 or earlier but 
not before May 27. The full 
amount is payable on appli¬ 
cation. Bond holders’ opting 
for conversion between July 
and December 1976 will be 
allotted for each bond of Rs 
500, one equity share of Rs 
100 each at Rs 375 and a sum 
of Rs 125 in cash. However, if 
the company issues before De¬ 
cember 1976 bonus shares on a 
one-for-four basis, the bond 
holders who opt for conversion 
will get one equity share for 
every bond of Rs _500 and an 
amount ofRs 200 in cash. The 
bonds are being issued to raise 


a part of the resources re¬ 
quired for .implementing the 
expansion programme of the 
chemical unit and modernisa¬ 
tion and renovation of its three 
textile units. 

' Mohatta Chem will be ap¬ 
proaching the capital market 
shortly by offering for public 
subscription 65,000 equity 
shares of Rs 10 each at par and 
3,900 (9.5 per cent) cumula¬ 
tive redeemable preferences 
shares of Rs 100 each at par. 

The company has an authorised 
capital of Rs 50 lakhs — Rs 
10 lakhs in preference shares 
and. Rs 40 lakhs in equity 
shares — and an issued capital 
of Rs 17 lakhs consisting of 
Rs 4 lakhs in preference capital 
and Rs 13 lakhs in equity 
shares. Of these, equity shares 
worth Rs 6.50 lakhs will be 
taken up by the promoters 
and directors while preference 
‘A’ shares of Rs 10,000 will 
be allotted to SICOM for 
preparing the feasibility report. 

The company proposes to set 
up a plant at Roha in Kolaba 
district of Maharashtra for the 
manufacture of formaldehyde. 

The company has entered into 

Interim Dividend 

Upper Doab Sugar Mills Ltd has declared a gross interim 
dividend of 10 per cent for the year ending September 30, 1972. 

Dividends 


an agreement with Wo- 
Berolina Industries Private 
Ltd, Bombay, for the supply 
of plant and machinery. The 
plant is expected to go on 
stream withm 18 months of the 
date of placing of orders for 
machinery. The capital cost 
of the project is estimated at 
Rs 62.51 lakhs and it will be 
financed through the share 
capital of Rs 17 lakhs, bank 
borrowings of Rs 5.51 lakhs, 
unsecured loans of Rs three 
lakhs and Rs 37 lakhs as term 
loan from SICOM. 

Company Meetings 

Hindustan Aluminiuni Cor¬ 
poration Ltd; Birla Matushri 
Sabhagar, 19, Marine Lines, 
Bombay-20; May 19; 4 P.M. 

Mysore Lamp Works Ltd; 
Old Tumkur Road, Bangalore- 
12; May 18; 4 P.M. 

Ceat Tyres of India Limited; 
Bombay House, Bruce Street, 
Bombay-1, May 18, 4.30 P.M. 

Hindustan Levee Limited, 
Hindustan Lever House, 165- 
166, Backbay Reclamation, 
Bombay-20, June 8, 4 P.M. 


Name of the company 

Year ended 

Equity dividend de¬ 
clared for 

Current Previ- 
year ous year 

Higher Dividend 

Emco Transformers 

Sep. 1971 

8.0 

Nill 

Shaw Wallace Company Dec. 1971 
Travancore Electro Chemi- 

27.5 

18.0 

cal Industries 

Dec. 1971 

14.0 

10.0 

Modclla Woollens 

Dec. 1971 

12.5 

10.0 

Same Dividend 

Schrader-Scovill Duncan 

Oct. 1971 

25.0 

25.0 

Alembic chemicals 

Dec. 1971 

12.0 

12.0 

Texmaco 

Dec. 1971 

Nil 

Nil 

Gaekwar Mills 

Dec. 1971 

16.0 

16.0 

Bombay Silk Mills 
Dharamji Morarji Chemi- 

Dec. 1971 

9.0 

9.0 

cal Co. 

Reduced Dividend 

Dec. 1971 

20.0 

20.0 

Coimbatore Cotton Mills 

Dec. 1971 

9.0 

11.0 

Shreeniwas Cotton Mills 
Brady Morri Engineering 

Dec. 1971 

8.0 

10.0 

a 

Company 

Dec. 1971 

5.0 

8.0 
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RECORDS 

AND 

STATISTICS 


Report of 
Ministry of 
Petroleum & 
Chemicals: 
1971-72 

India produced 7.2 million 
tonnes of crude oil in 1971 - 
4,00,000 tonnes more than 
in the previous year, accord¬ 
ing to the Annual Report of 
the Ministry of Petroleum & 
Chemicals for 1971-72. The 
production of refined petro¬ 
leum products increased to 
19.6 million tonnes in 1971 
compared to 18.5 million ton¬ 
nes in 1970. 

During the period under 
report, production activities 
of the Oil ft Natural Gas 
Commission, a public sector 
organisation and the principal 
agency for exploration and 
production of oil in the 
country, were stepped up 
both in the eastern and western 
regions and the rate of produc¬ 
tion was increased from 10,000 
tonnes per day in March 1971 
to about 11,157 tonnes per 
day in December. 1971. During 
the period April-Deccmbcr, 
1971, a total of 2.99 million 
tonnes of crude oil was pro¬ 
duced and despatched from the 
oil fields of the Commission 
in Gujarat and Assam. Since 
its inception and up to the 
end of December, 1971, the 
commission had produced 


and sold a total of 22.2 million 
tonnes of crude oil. 

The Commission drilled 48 
wells with a total metr^age 
of 81,593 in Gujarat, Assam, 
Rajasthan, Cauvcry Basin and 
Jammu ft Kashmir, taking 
the number of wells drilled 
from its inception to 930, 
of which 504 were oil-bearing, 
70 gas bearing, 22 water inject¬ 
ion and 252 dry wells; 82 were 
under test. 

Exploratory drilling was 
accorded high priority by the 
Commission with a view to 
discovering new hydrocarbon¬ 
bearing structures. Drilling 
of 10 wild-cat wells at 
Dalvade, Daswara, Deodar, 
Kanka, Ambala and Indrora in 
Gujarat; Banamali in Assam; 
Saliamangalam and Danda- 
nallur in Cauvcry Basin and 
Surinsar in Jammu ft Kashmir 
was continued during the year, 
said the report. 

Off-Shore Drilling 

The Commission, accord¬ 
ing to the Report, was now 
undertaking in a big way 
exploration for oil in the off¬ 
shore areas. Detailed seismic 
survey of offshore areas 
along the western coast had 
already commenced to pinpoint 
locations for drilling in deep 
waters. A self-propelled jack¬ 
up type drilling platform for 
the purpose was expected to 
be delivered to the Commission 
by the end of 1972. 

A landmark in the develop¬ 
ment of pipeline technology 
in the country was the complet¬ 
ion of Kalol-Nawagam pipe¬ 
line to transport oil from the 
North Gujarat oil fields to 
Koyali Refinery. The pipe¬ 
line was designed and executed 
with wholly Indian know-how 
and personnel. 

During the year, the Hydro¬ 


carbon {India) Private Limited, dia) Private Ltd, hrfd l/6th 
a subsidiary company of the Oil share in the Iranian Marine 
ft Natural Gas Commission International Oil Company 
earned foreign exchange worth operating in the Persian waters 
Rs eight crores from the sale oT the Gulf. It struck oil in 
of 0.931 million tonnes of Rostum and Raksh fields in 
crude oil. Hydrocarbons (In- commercial quantities which 


PRODUCTION OF 

CRUDE 

OIL 

(’000 toonesjD 

Year 

1969 

1970 

1971 

Quantity . 

6723 

6809 

7185' 

Percentage increase over pre¬ 
vious year . 

+ 14.8 

+1.3 

+5.5 


REFINERY CRUDE THROUGHPUT 

A 

(’000 tonnes) 



1969 

1970 

1971 

Quantity . 

17495 

18459 

19588 

Percentage increase over pre¬ 
vious year 

+8.7 

+5.5 

+6.1 


ALL INDIA CONSUMPTION OF PETROLEUM PRODUCTS 


(’000 tonnes) 

Products 

1969 

1970 

1971* 

L.P. Gas . 

126 

166 

202 

Gasolines . 

2057 

2308 

2673 

Kerosenes . 

3652 

3952 

4189 

High Speed Diesel oil.. 

3465 

3735 

4211 

Light Diesel oil 

1030 

1047 

1181 

Furnace oil (Regular) 

3296 

3495 

3725 

Furnace oil (All grades) 

4428 

4651 

4954 

Lubricants 

501 

535 

567 

Bitumen . 

658 

751 

941 

Others . 

425 

442 

412 

Total. 

16342 

17587 

19330 

Refinery Boiler Fuel .. 

994 

1147 

1150 

GRAND TOTAL 

17336 

18734 

20480 

Percentage increase over pre¬ 
vious year. 

+9.5 

+8.1 

+9.3 


■^Provisional. 
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was pemg$ sum in uic iuici- 
notiona] n|arket. 

OU India Limited 

The Oil . India limited, an¬ 
other major oil producing orga¬ 
nisation in which the govern¬ 
ment of BxSia and the Burmah 
Oil Company are equal part¬ 
ners, produced 3.14 million 
tonnes of crude oil in 1971 
from its oil fields in the North- 
Eastern region. 

The company completed 
during 1971 one exploratory 
well and 13 development wells. 
Till December 1971, the com- 

S ny had drilled a total of 
7 development wells and 
15 exploratory wells with a 
total metreage of approxi¬ 
mately 955,520 and 64,783 res¬ 
pectively. 

The company declared a 
dividend of 13 per cent net (six 
per cent as final dividend for 
1970 and seven per cent as 
interim dividend for 1971), after 
payment of all taxes. Govern¬ 
ment of India received a pay¬ 
ment of Rs 241.06 lakhs during 
1971 on this account on its 
investment of Rs 14 crores in 
the equity capital of the com¬ 
pany. 

New Refineries 

During 1971, the nine oper¬ 
ating refineries in India refined 
19.6 million tonnes of crude oil, 
over one million tonnes more 
than in 1970. About 11 million 
tonnes of crude was refined by 
the five public sector refineries 
and the balance by the four 
refineries in the private sector. 

Of the three refineries under 
the Indian Oil Contortion, 
refining capacity of Koyali 
(Gujarat) Refineiy was aug¬ 
mented by 0.9 million tonnes 
per annum by revamping and 
debottlenecking. Expansion of 
the Baruni refinery from its 
present capacity of 2.2 million 
tonnes to 3.4 million tonnes was 
expected to be achieved by June 
1974 when the third million- 
tonne unit of the refineiy started 
operating on imported crude. 
Toe fourth refineiy of the Cor¬ 
poration, being set up at Hal- 
dia in West Bengal was making 
steady progresss. According 
to present indications the fuel 
part of the refinery was expect- 


cu w uc vuuwiuauvuEH ay uvs 

end of flie first quarter of 1973 
and the lube complex by Sep¬ 
tember 1973.. The refinery 
was expected to cost Rs 67.50 
crores. 

Government had decided to 
set up a one-million tonne refi¬ 
nery at Bong&igaon in Assam 
together with a related DMT 
(dimethyl terephthalate) poly¬ 
ester fibre petro-chemical com¬ 
plex. The foundation stone of 
the refineiy was laid by the 
the Prime Minuter in January 
1972. 

Anticipated Demands 

To meet the anticipated de¬ 
mands of the North-West re¬ 
gion of the country, the go¬ 
vernment was considering a 
proposal for setting up a six 
million-tonne refinery at a 
suitable location in that region. 
The refinery will have to be 
based on imported crude to be 
transported by a pipeline from 
the Gulf of Kutch. 

Cochin Refineries Ltd also 
completed another year of suc¬ 
cessful operation and earned 
a profit of over Rs 1.75 crores. 

The capacity of the Cochin 
Refinery was being expanded 
from 2.5 million tonnes to 
3.3 million tonnes, The addi¬ 
tional capacity was expected 
to be commissioned by Feb¬ 
ruary 1973. 

The Madras Refinery, which 
went on stream in June 1969, 
processed 2.09 million tonnes 
of Darius crude attaining a 
crude throughput of 84 per 
cent of installed' capacity in 
1970-71, the second year of 
its operation. 

The Lubrizol India Limited, 
in which the government of 
India held majority share, 
showed satisfactory results. The 
plant with a capacity of 6000 
tonnes blended intermediate 
components into various che¬ 
mical additives used in the 
formulation of lubricating oils 
ate. The government had ap¬ 
proved expansion of the plant’s 
capacity to 12,000 tonnes at 
an estimated cost of Rs 185 
lakhs. Expansion was expected 
to be completed by March 1974. 

The refinery of Lube India 
Ltd. a 50 : 50' partnership of 
the government of India and 


tpu, lieu pniaiNN hi oc auu 
transformer oil base stock to 
the extent of 1,47,700 tonnes 
at 90 per cent of its installed 
capacity during the year under 
report The refinery had gone 
on stream in January 1970. 

GroWiag Role of IOC 

According to the report, 
the Indian Oil Corporation 
handled more than half (51.60 
per cent) of the petroleum pro¬ 
ducts trade in the country. 
The total sales of the Cor¬ 
poration during 1970-71 were 
11.61 milli kilolitres as again¬ 
st 10.64 million kilolitres in 
1969-70, showing an increase 
of nine per cent. The Cor¬ 
poration expected to sell 13.40 
million kilo-litres of petroleum 
products next year,. i.e. 
1971-72. 

The number of retail outlets 
of IOC was 3004 in 1970-71. 
Since April 1971, 75 new retail 
outlets had been added. These 
included outlets set up in the 
rural areas to sell light diesel oil 
for the benefit of agriculturists. 
There were also 70 retail out¬ 
lets where the sale of ferti¬ 
lizers and pesticides to agricul¬ 
turists had commenced. In 
addition, the Corporation had 
developed 141 farm fuel centres 
to cater specifically to such 
needs of agriculturists as servi¬ 
cing of tractors, advice on the 
use of correct fuel and lubri¬ 
cations, sale of seeds etc- 

Liquified Petroleum Gas 

Steady progress was main¬ 
tained in the production and 
marketing of liquified petro- 
eum gas (LPG). Production 
of LPG increased from 161,000 
tonnes in 1970 to 200,000 
tonnes in 1971. Indanc gas was 
made available to 54 more 
towns during the year under 
report The Corporation also 
started a limited supply of 
LPG for industrial use. 

The Corporation imported 
refined petroleum products 
and lube base stock amount 
ing to Rs 23.15 crores from 
April to December 1971 to 
meet certain marginal defi¬ 
cits. It also developed an 
export market for disposal of 
surpluses from public sector 
refineries and the exports 


amoumca to ks i . i i crores 
during the same period. 

War Effort 

The Ministry took special 
steps during the hostilitiees in 
December 1971 to meet fully 
the defence requirements of 
oil products and succeeded ' 
in full measure in that fesk, 
the report said. 

It had been decided that all 
new dealerships/agencies of 
the Indian Oil Corporation 
for retail outlets, kerosene and 
domestic gas, would be award¬ 
ed to war widows or disabled 
defence personnel initially for 
one year. 

Assistance to Bangladesh 

As part of overall assistance 
to Bangladesh, Rs four crores 
had been sanctioned initially 
for the supply of crude oil and 
petroleum products to that 
country. The entire quantity 
of crude supply reached Chit¬ 
tagong by the end of February 
1972 and with this, the Eastern 
Oil Refinery at Chittagong had 
started functioning. It was also 
proposed to supply 1,00,000 
tonnes of petroleum products 
to Bangladesh during the the 
current year. 

Engineers India Limited 

Engineers India Limited, a 
wholly government owned 
company set up under the 
ministry, provided a complete 
range of services from concept 
to commissioning in respect 
of petroleum refineries, petro¬ 
chemical and chemical plants, 
fertilizer plants, breweries, 
off-shore engineering, heat ex¬ 
changers and non-ferrous met¬ 
allurgical plants. During the 
period under report, the com¬ 
pany secured a job in Iran 
(Shiraz Refinery) in association 
with Sham Progetti of Italy and 
had tendered in association 
with Procofrance, for expan¬ 
sion of a refinery in Burma. The 
company was at present enga¬ 
ged on process design, engine¬ 
ering procurement and on cons¬ 
truction supervision of the Hal- . 
dia Refinery, Koyali Aro¬ 
matics Project, Cochin Refin¬ 
ery Expansion. Coke Cal¬ 
cination Plant at Barauni and 
LPG bottling facilities at 
Baraunt etc. 
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EXPORTS*# PETROLEUM PRODUCES 


Q—Qty. in ’000 tonnes. 
V—Value in Rs. crores. 



Gasolines 

High Speed Diesel Oil 
Furnace Oil 
Asphalt 
Solvent 1425 
Paraffin Wax .. 

J.B.O. 


Total: . 
Re-exports (Tromer) (Lubes) 


GRAND TOTAL 


Products 


j Kerosene .. 

!• Furnace Oil 
j H.S.D. 

! L.D.O. 

\ Waxes 

' Finished Lube oils 
1 Finished Lube greases 
Base Oil 
Additives 
Others 

Total 

Crude Oil 


GRAND TOTAL 
"•Provisional. 


636 

8.79 

353 

. 4.64 

141 

2.12 

‘67 

0.99 

46 

0.58 

7 

0.17 

8 

0.06 

— 

— 

— 

— 

24 

0.64 

10 

0.22 

2 

0.05 

— 

— 

neg. 

neg. 

— 

— 

4 

0.29 

3 

0.27 

2 

0.21 

— 

— 

neg. 

0.01 

— 

— 

739 

10.77 

412 

5.72 

152 

2.55 

— 

— 

— 


neg. 

0.02 

739 

10.77 

412 

5.72 

152 

2.57 

IIL AND 

PETROLEUM 

PRODUCTS 







Quantity 

: ’000 tonnes 





Value : Rs. crores 


1969 

1970 


1971* 


Q 

V 

Q 

V 

Q 

V 

574.8 

12.44 

327.3 

7.63 

599.5 

15.95 

87.8 

0.67 

356.9 

3.02 

879.5 

9.79 

— 

— 

— 

— 

118.7 

2.45 

— 

— 

— 

— 

158.4 

2.66 

0.3 

0.07 

0.9 

02.6 

0.2 

0.06 

126.9 

8.50 

47.4 

3.59 

37.5 

2.27 

ncg. 

0.01 

neg. 

0.01 

neg. 

0.02 

210.6 

13.71 

213.5 

14.53 

77.7 

6.31 

1.4 

0.63 

1.1 

0.49 

0.3 

0.15 

50.0 

2.21 

23.0 

1.00 

72.8 

3.74 

1051.8 

38.24 

970.1 

30.53 

1944.6 

43.40 

10702.3 

94.01 

11665.3 

102.36 

12659.9 

139.93 

11754.1 

132.25 

12635.4 

132.89 

14604.5 

183.33 


PRODUCTION OF FERTILIZER 


(’000 tonnes) 


Name of Product 


Ammonium Sulphate 
Ammonium Phosphate 
Cal-Arain.-Nitrate 
Double Salt 
Nitro. Phosphate 
Urea 

Ammonium Chloride 
Dia-Amm. Phosphate 
Urea Ammonium Phosphate 
Complex NPK 
Single Super Phosphate 
Triple Super Phosphate 



1970-71 



1971-72 


No. of 
Units 

Installed 

Capacity 

Actual 

Production 

No. of 
Units 

Installed 

Capacity 

Actual 

Production 

2 

3 

4 

5 

6 

7 

33 

978 

639 

13 

978 

622 

2 

186 

82 

2 

186 

96 

2 

800 

312 

2 

880 

410 

l 

122 

42 

1 

122 

27 

1 

270 

139 

1 

270 

042 

9 

1566 

1066 

10 

1878 

1237 

2 

96 

34 

2 

69 

32 

1 

108 

55 

1 

108 

53 

1 

260 

226 

1 

260 

237 

1 

38 

8 

2 

401 

77 

28 

1300 

625 

28 

1300 

759 

1 

27 

7 

1- 

27 

9 
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INSTALLED CAPACITY AND PRODUCTION IN THE CHEMICAL INDUSTRY IN INDIA DURING 1970 & 1971 


Serial Name of the Industry/item 
No. 


A/C 

unit 


No. of 
units 


1970 


Installed 

capacity® 


Production 


1971 


No. of Installed Production 
units capacity @ 


8 


1. Acids, Alkalies & Allied Industries 


1 Caustic Soda 

2 Liquid Chlorine 

3 Soda Ash 

4 Staple Bleaching Powder 

5 Caustic Potash 

6 Potdksium Carbonate 

7 Sulphuric Acid 


1 Soaps 

2 Synthetic Detergents 


1 Ethyl Alcohol® 


1 Acetone 

2 Benzene 

3 Butadiene 

4 Butyl Acetate® 

5 Butyl Alcohol® 

6 Diacetone Alcohol 

7 Dietuylene Glycol 

8 Dichloro Ethane 

9 Dripolene A & B 

10 Ethylene 

11 Ethylene Oxide 

12 Ethylene Glycol 

13 2-Ethyl Haxanol 

14 Isopropanol 

15 Methanol 

16 Methyl Isobutyl Ketone 

17 Phenol 

18 Phthalic Anhydride 

19 Polyethylene Glycol 

20 Propylene 

21 Toluene 

22 Trichloroethylene 


1 Acrylic Staple Fibre 

2 Nylon Staple Fibre 

3 Nylon 6 Filament Yam 

4 Nylon Ind. yam/Tyre Cord. 

5 Polyester Filament Yam 

6 Polyester Staple Fibre 


Tonnes 


28 

22 

4 

3 

2 

1 

67 


368900 

222000 

470800 

21280 

12375 

1500 

1968600 


357446E 

147282 

446444 

13744® 

5945® 

1919® 

1199215£ 


28 

22 

4 

3 

2 

1 

67 


372000 

222000 

470800 

25800 

12375 

1500 

1968600 


2. Soaps and Synthetic Detergents 


368999£ 

162438 

482993 

15000*® 

7000*® 

2200 *® 

I300302£ 


Tonnes 

44 

217822 

233602 

43 

217822 

273508 

>i 

5 

47580 

31029 

5 

47580 

54081 

3. 

Alcohol 





K.L. 

65 

322445 

253392 

65 

322445 

253000* 

4. Organic Heavy Chemicals 





Tonnes 

3 

18500 

7728 

3 

18500 

12039 


10 

94000 

49228 

10 

94000 

54941 

M 

1 

7200 

4546 

1 

7200 

5480 

»» 

3 

6280 

2529 

4 

7230 

2906* 

9* 

3 

12450 

3445 

4 

14250 

3895* 

99 

2 

4800 

2418 

2 

4800 

2929 

99 

1 

600 

441 

1 

600 

708 

99 

1 

3000 

634 

1 

50000** 

28438** 

99 

1 

5000 

4423 

1 

5000 

5462 

99 

2 

75000 

52068 

2 

75000 

66538 

) 9 

1 

12000 

1403 

1 

12000 

5112 

9» 

1 

10000 

4998 

1 

10000 

3807 

99 

2 

9600 

6380 

2 

9600 

8970 

99 

1 

1500 

1594 

1 

1500 

1816 

99 

1 

33000 

21280 

1 

33000 

23310 

9* 

J 

3700 

1131 

1 

3700 

1279 

99 

2 

16600 

8804 

2 

16600 

985g 

99 

3 

12300 

7256 

3 

12300 

6093 

99 

1 

1000 

543 

1 

1000 

548 

99 

2 

6000 

5494 

2 

25000 

26617 

• 

99 

9 

25755 

7834 

9 

25755 

8695 

99 

2 

3717 

3299 

2 

3717 

3877 

5. Synthetic Fibres 





Tonnes 

i 

540 

192 

1 

540 

73 

99 

i 

— 

— 

1 

1800 

20 

99 

5 

8996 

9797 

5 

8996 

10335 

99 ' 

2 

360 

68 

2 

2400 

541 

99 

2 

710 

674 

2 

720 

562 

99 

1 

5000 

5333 

1 

5000 

5730 


? Provisional £In terms of 100% concentration 

©D .G.T.D. figures ..Not available —Nil. 

"includes for captive use. A—Licensed Capacity. 

N.B.—All figures are from E & S Division, M/O P&C, unless otherwise specified. 
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1 

2 


3 4 


5 

6 

7 

8 

9 




6. Synthetic Rubber 



» 



1 

Synthetic Rubber 

.. 

Tonnes 

l 

30000 

30339 

1 

30000 

33024 




7. Plastics & Plastic Goods 






Thermosets 









1 

M. F. Moulding Powder 

.. 

Tonnes 

2 

550 

83 

2 

550 

123 

2 

P. F. Moulding Powder 

. . 

*» 

2 

2600 

3237 

3 

5800 

3801 

3 

U. F. Moulding Powder 

.. 

91 

3 

1680 

1589 

3 

2280 

1892 


Thermoplastics 









4 

C.A. Moulding Powder 

• • • • 

11 

2 

7200 

1003 

2 

7200 

.* 1446 

5 

Polyethylene L. D. 


11 

2 

19000 

23215 

2 

19000 

27497 

6 

Polyethylene H.D. 

. . 

*» 

l 

20000 

18346 

l 

20000 

24059 

7 

Polystyrene. 

. . 

X 

2 

17500 

8708 

2 

17500 

11108 

8 

P.V.C. Resin 


It 

4 

43700 

38552 

4 

44800 

42901 

9 

P.V.C. Compound 


11 

4 

20700 

22694 

4 

23400 

25797 


Plastic Goods 









10 

Phenolic Laminates 

.. 

Tonnes 

4 

4000 

4084 

4 

4000 

4670 

11 

Nylon Bristles 

. . , , 

11 

i 

300 

117 

1 

300 

154 

12 

P.V.C. unsupported sheets .. 

. . 

ii 

2 

7320 

7205 

2 

7320 

7466 

13 

Polyethylene films/pipes/L.F. tubing etc. 

a 

5 

3560 

4089 

5 

3560 

4964 

14 

Moulded Goods @ .. 

. . 

Rs./lakhs 

20 

— 

525 

20 

, , 

615* 1 

15 

Leather cloth 

. . 

K.M. 

6 

12444 

9777 

6 

12444 

11499 

16 

Linoleum . 


it 

1 

1080 

1043 

1 

1165 

902 




8. Pesticides 






1 

B.H.C . 


Tonnes 

5 

17800 

16946 

6 

22900 

6239 

2 

D.D.T . 


ii 

2 

4200 

3958 

2 

4200 

4145 

3 

Copper Oxychloride 


ii 

4 

2284 

396 

4 

2284 

909 

4 

Malathion. 


91 

3 

1475 

515 

3 

1475 

922 

5 

Organo-mercurials 


91 

2 

111 

117 

2 

ill 

34 

6 

Zinc Phosphide 


»t 

3 

300 

40 

3 

300 

198 

7 

Zineb . 


1 

>2 

3400 

1603 

2 

3400 

1070 

8 

Maneb . 


J 







9 

2-4-Tonnes 



3 

1700 

36 

3 

1700 

127 

10 

Thiuram . 


'] 






67 





^3 

1800 

34 


1800 

7 

11 

Ziram . 


» J 



22 

3 



12 

Methyl Bromide 


11 

2 

400 

' 36 

2 

400 

60 

13 

Ethylene Dibromidc 


11 

2 

208 

41 

2 

208 

— 

14 

Nickel Chloride 


11 

1 

150 

32 

1 

150 

46 

15 

Parathion. 


11 

2 • 

1450 

473 

1 

1200 

603 

16. 

Aluminium Phosphide 


11 

2 

450 

73 

2 

450 

198 

17 

Dimethoate 


ii 

1 

250 

48 

1 

250 

141 

18 

Metasystox 


Ii 

1 

250 

12® 

1 

250 

47 

19 

Ratafin . 


11 

1 

50 

16 

1 

so 

12 

20 

Fenitrothion. 


19 

. . 

, . 

, # 

1 

100 

43 

21 

Pesticidal Formulation : 










(a) Solid. 

(a) Liquid 

** 

II 

KL 

35 

28672 

34168® 

6808® 

35 

32547 

40000® 

7600® 


996 MAY 19,1972 


EASTERN ECONOMIST 














9. Drugs and Pharmaceuticals 


I. Antibiotics 


1 

Amphotericin . 

Kgs. 

1 

300 

1621.00 

1 

300 

450.00 

2 

Chloramphenicol & its esters 

Tonnes 

4 

68.8 

36.30 

4 

68.8 

50.11 

3 

Penicillin. 

MMU 

4 

264 

181.53 

4 

264 

198.80 

4 

Streptomycin . 

Tonnes 

4 

235 

157.09 

4 

335 

173.10 

5 

Teracycline & its derivatives 

II. Antidiabetics 

Tonnes 

5 

148.5A 

52.65 

5 

150.0A 

82.76® 

1 

Chlorpropamide. 


3 

3.0A 

6.35 

3 

3.1A 

11.10 

2 

Insulin '. 

M.U. 

1 

1500 

806.00 

1 

1500 

782.00 

3 

Tolbutamide . 

III. Anesthetics 

Tonnes 

3 

43 

46.10 

3 

43 

52.88 

1 

Procaine. 

M 

2 

90 

24.41 

2 

160 

51.06 

2 

Xylocaine. 

IV4Ant»malarials 

Kgs. 

1 

1500 

1956.00 

2 

6000 

3091.00 

1 

Amodiaquin . 

Tonnes 

2' 

L 51.0 

24.07 

2" 

Y 56 

16.99 

2 

Chloroquin. 

V. SULPHADRUGS 

» 

2 

f 

15.77 

2J 

f 

22.20 

1 

Sulphacetamide/Sodium. 

Tonnes 

4 


34.82 

4 


21.80 

2 

Sulphadiazine . 

l» 

1 


55.75 

1 


49.27 

3 

Sulphadimidine . 


2 


125.57 

2 


226.61 

4 

Sulphaguanidine. 

»» 

l 

975 

154.37 

1 

975 

154.37 

5 

Sulphamoxole . 

n 

1 

(Combined 

10.42 

1 

(Combined 

15.43 

6 

Sulphanilamidc . 

M 

1 

capacity for 

84.48 

1 

capacity for 

137.15 

7 

Sulphaphcnazole. 

*1 

1 

all Sulphadrugs 

76.77 

1 

all sulphadrugs 

106.75 

8 

Sulphaphyridine. 


1 

from S.No. 1 

17.44 

1 

from SI. 

29.06 

9 

Sulphasomidine. 

*» 

2 

to 11) 

114.60 

2 

No. 1 to 11) 

141.27 

10 

Sulphathiazole . 

1* 

2 


237.41 

2 


167.86 

11 

Other Sulpha Drugs . 

VI. Vitamins 

»» 



4.57 



4.47 

1 

Nicotinic Acid"). 

V 


6 

89 

25.99" 

i 

1 

l 6 

90 

15.30") 

2 

Nicotinamide J. 




J5.26J 

1 


14.23 J 

3 

Vitamin ‘A’ . 

MMU 

2 

25 

36.98 

2 

25 

42.21 

4 

Vitamin ‘B*— 1 . 

Kg.s 

1 

30000A 

5395.00 

1 

30000A 

15885.00 

5 

Vitamin ‘B’—2 


1 

5000A 

1447.00 

1 

5000A 

2210.00 

6 

Vitamin ‘B’—12 Cyanocobalamin 

Kgs. 

41 

1 

121.40 

4" 

1 

117.25") 

Y 


- 


\ 

t 

► 56.0 


i 

i 

► 123.2 

1 

7 

Vitamin ‘B’—12 Hydroxocobalamin 


3J 

1 

19.38 

3J 

1 

18.72J 

8 

Vitamin ‘C* . 

Tonnes 

1 

120 

152.19 

200 

195.08 

9 

Vitamin D—2 . 

Kgs. 

*1 

{ 

> 1000A 

75.96] 

j 

l '] 

I 

j- 1000A 

109.391 

10 

Vitamin D—3 . 

VII. Anti-Dysentry Drugs® 

»! 

0 

1 

27.24J 

i iJ 


13.37 J 

1 

Halogenated Oxyquinolines 

VIII. Anti-Leprosy Drugs® 

Tonnes 

• 

10 

84 

96.05 

11 

98 

56.52 

1 

DD & Derivatives. 

IX. Anti Pyretics/Analgesics@ 

»» 

3 

18 

8.24 

3 

18.3 

2.31 

1 

Aspirin . 

M 

3 

560 

761.67 

3 

560 

926.74 

2 

Phenacetin. 

*1 

2 

112 

101.80 

2 

112 

185.83 

3 

Paracetamol . 


4 

71 

33.78 

5 

156 

19.88 

4 

Analgin . 

Tonnes 

1 

10 

26.87 

I 

10 

67.78 

5 

Amidopyrin . 

i» 

1 

40 

3.45 

1 

40 

5.24 

6 

Pethidine HCL . 

X. Anti T. B. Drugs® 

Kgs. 

1 

10 

210.00 

1 

250A 

198.00 

1 

I.N.H. 

Tonnes 

7 

72 

28.72 

7 

145 

60.08 

2 

P.A.S. & its salts. 


5 

530 

466.12 

5 

540 

485.54 

3 

Thiacetazone . 

*» 

5 

15 

5.01 

6 

62 

8.84 


XI. Synthetic Hormones @ 

Synthetic Hormones & Intermediates .. Kgs. 6 6720A 8542 6 
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1 

2 


3 

4 

5 

6 

7 

8 

9 


XII. Alkaloids & Allied Drugs@ 









1 

Caffeine . 

f , 

it 

3 

23200 

17110 

3 

37200 

33800 

2 

Emetine Hydrochloride 

.. 

tt 

1 

150 

164.57 

1 

150 

122.20 

3 

Ephedrin . 

.. 

tt 

3 


519.4 

3 

. . 

116.5 

4 

Opium Alkaloids. 

.. 

tt 

1 

2000 

6584.48 

1 

2000 

6658.76 

5 

Quinine . 

., 

it 

3 

.. 

49024.46 

3 

, , 

34430.5 

6 

Strychine & Brucine 


tt 

3 

36000 

15570 

3 

36000 

10018.22 


XIII. Other Drugs@ 









1 

Calcium Gluconate 

,, 

Tonnes 

6 

248 

154.50 

6 

248 

165.21 

2 

Ferrous Gluconate. 

., 

99 

4 

48 

.. 

4 

48 

21.13 

3 

Nikethamide . 

., 

99 

4 


8.23 

4 

10.2 

3.39 

4 

Sachharine . 

,. 

99 

4 

179 

88.89 

4 

179 

55.59 

5 

Diethyl Carbamazine Citrate 

., 


3 

59 

11.23 

3 

59 

17.26 

6 

Meprotamate . 


Kgs. 

1 

1800 

Nil 

1 

1800 

2951.00 

7 

Buclizine. 

., 

99 

1 

120 

447.3 

1 

120 

558.3 

8 

Meolozine. 

.. 

99 

1 

300 

265.1 

1 

300 

263.3 

9 

Promethazine . 


»» 

1 

500 

842.45 

1 

500 

1092.16 

10 

Digoxin . 


Grams 

2 

26000 

8383 

2 

26000 

982 

11 

Phenobarbitone . 

., 

Tonnes 

1 

10.0 

3.76 

1 

10.0 

7.23 

12 

Avil Malcate . 

.. 

99 

l 

30 

2 

1 

30 

2.07 

13 

Diphon Hydraminc HCL 

,. 

Kgs. 

2 

. , 

3374 

2 

. . 

4053.00 

14 

Folic Acid 


n 

1 

1000 

400 

1 

1000 

1040 

15 

New Items (Erythromycin Base) 



1 

3000 

24.16 

1 

3000 

180.3 




10. 

Dyestuff 






1 

Azo Dyes. 


Tonnes 

9 

3000 

1877 

9 

2675 

2471*" 

2 

Acid Direct Dyes other than Azo 

,, 


. . 

, . 

. . 

8 

403 

225* 

3 

Basic Dyes . 



5 

1100 

670 

6 

1107 

648* 

4 

Disperse Dyes . 

.. 

99 

. . 

. . 


9 

480 

208* 

5 

Fast Colour Bases. 

., 

99 

3 

786 

766 

3 

1398 

748* 

6 

Food Dyes. 


99 

., 

. . 

. . 

1 

195 

44* 

7 

Naphthol. 


99 

3 

1313 

1076 

5 

1285 

1331* 

8 

Oil & Spirit Soluble Dyes 


99 

, , 

. . 

. . 

5 

264 

132* 

9 

Opt. whilners . 


99 

6 

524 

809 

6 

715 

633* 

10 

Organic Pigments. 


99 

7 

1825 

1285 

9 

2431 

1532* 

11 

Pigment Emulsion. 

.. 

99 


. . 

. . 

3 

854 

1592* 

12 

Reactive Dyes . 


99 

3 

730 

562 

4 

745 

530* 

13 

Stabilised Azoics. 


99 

3 

335 

176 

4 

581 

185* 

14 

Sulphur Black . 


99 

2 

2605 

1410 

2 

2506 

1420* 

15 

Sulphur Dyes other than Black .. 


99 

4 

. . 

. . 

2 

108 

42* 

16 

Vat Dyes. 


99 

4 

1324 

1337 

7 

1441 

991* 

17 

Solubilized Vats. 


99 

4 

320 

192 

4 

370 

132* 

18 

Ingrain Dyes . 


99 

•• 



1 

165 

21* 


11. 

Aromatic & Photographic Chemicals @ 




1 

Amyl acetate 


Kgs. 

2 

Installed 

310 

1 

Itstalled 

4183 

2 

Amyl benzoate . 



1 

capacity of 

330 

1 

capacity of 

370 

3 

Amyl Cinnamic aldehyde (ALPHA) 



2 

all the aro¬ 

23077 

2 

all the aro¬ 

43851 

4 

Amyl Butyrate . 



i 

matic 

360 

1 

matic 

425 

5 

Amyl Salicylate. 



2 

chemicals 

5916 

2 

chemicals 

5171 

6 

Aldehyde alcohols (Fatty) 



2 

excepting 

8664 

2 

excepting 

10613 

7 

Amyl propionate. 




where 

—. 

1 

where 

— 

8 

Argcol . 



1 

indicated. 

806 

1 

indicated 

719 

9 

Aurantine 



1 

1300 tonnes. 

474 

1 

1400 tonnes. 

834 

10 

Amyl formate 



I 


6 

— 


— 

11 

Amyl phcnylacetate 



1 


310 

— 


— 

12 

Amyl cinnamate. 



1 


13 

1 


16 

13 

Amyl isovalcrinate 



1 


19 

1 


18 

14 

Benzyl isoamyl ether 



l 


27 

1 


10 

15 

Benzyl butrayatc. 



1 


4 

2 


112 

16 

Benzyl formate . 



1 


418 

2 


382 

17 

Benzyl salicylate. 



2 


2780 

2 


3821 
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1 

'■ 2 



3 

4 

5 

6 

7 

8 

9 

18 

Benzyl cinnamate 

.. 

19 

» 

1 


15 

l 


7 

19 

Benzyl idene acetone 

• • 

.. 

M 

1 


64 

1 


117 

20 

Benzyl propionate .. 

,, 

,. 

tt 

2 


5706 

2 


4404 

21 

Bromelia. 

,, 


i* 

1 


862 

T 


1081 

22 

Bata naphathol isobutyl ether 

, t 

,. 

tt 

1 


172 

— 


— 

23 

Benzyl benzoate 

., 


tt 

I 


4890 

1 


10430 

24 

Benzyl phenyl acetate 

.. 

.. 

tt 

1 


75 

2 


42 

25 

Benzyl isobutyrate 

.. 

.. 

tt 

1 


149 

— 


— 

26 

Benzophenone 


.. 


1 


3208 

1 


56098 

27 

Benzyl isoeugenol 

.. 


si 

1 


80* 

— 


— 

28 

Benzyl isovaternate 


.. 

tt 

1 


11 

I 


35 

29 

Benzaldehyde I.P. 


,. 

tt 

1 


224 

1 


103 

30 

Citral pure 

.. 

., 

** 

1 


571 

— 


810 

31 

Citral (Chem. pure) 

.. 


>» 

J 


161 

.. 


.. 

32 

Cinnamic aldehyde 

,. 

.. 

*1 

3 


3330 

3 


3619 

33 

Cinnamyl acetate 

,. 

,, 

tt 

1 


22 

2 


224 

34 

Citronelial. 


,, 

J» 

2 


60* 

2 


11566 

35 

Citronellyl acetate 

,, 

,, 

o 

2 


1696 

2 


2361 

36 

Citronellyl formate 

.. 

.. 

It 

2 


157 

1 


26 

37 

Citronellyl propionate 

.. 

.. 

tt 

— 


— 

l 


52 

38 

Cetronellyl butyrate 

.. 


»» 

1 


56 

I 


62 

39 

Citronellol. 



Jt 

3 


27240 

2 


28540 

40 

Cit rone 1 la J-ex-cit ro 1 


,. 

>t 

1 


1222 

-- 


— 

41 

Cinnamic alcohol 

.. 

.. 

?t 

1 


28 

1 


92 

42 

Cinnamyl butyrate 



tt 

1 


14 



— 

43 

Citronnelal-cx-lemongrass .. 




— 


— 

— 


— 

44 

Dimethyl hydro-quinonc .. 



J> 

1 


510 

1 


100 

45 

Dibutyl phthales 









• 

46 

Other phthalates 

.. 


tt 

1 


2530 

-- 


— 

47 

Dihydro isojasmome 

.. 

.. 

tt 

1 


176 

1 


151 

48 

Diphenyl mclhane 

,. 

., 

l.t 

2 


4650 

2 


3930 

49 

Ethyl cinnamate 

,, 

., 

tt 

2 


180 

2 


258 

50 

Ethyl phenyl acetate 

,. 


t» 

2 


250 

T 


215 

51 

Ethyl propionate 


.. 

1? 

T 


11 

2 


425 

52 

Ethyl benzoate 



t J 

i 


28 

— 


— 

53 

Eugcnol . 

,. 


tt 

2 


3600* 



2089 

54 

Ethyl butyrate 




I 


459 

2 


409 

55 

Eucalyptol. 



tt 



1157 

2 


1322 

56 

Eucalyptol (Chcni-pure) 

.. 


tt 

T 


163 

— 


— 

57 

Ethyl undecylinate 

.. 

.. 

tt 

i 


87 

— 


— 

58 

Ethyl heptoate 

.. 


>» 

i 


20 

1 


16 

59 

Ethyl salicylate 

.. 


It 

i 


19 

— 


— 

60 

Ethyl acetate 

,, 


tt 

i 


113 

— 


— 

61 

Geraniol-purc 

,, 

, t 

»t 

4 


13000 

4 


8959 

62 

Geraniol-expet 

,, 

,, 

Jl 

1 


418 

1 


179 

63 

Geranyl acetate 

,, 

,. 

tt 

2 


1925 

3 


2670 

64 

Geranyl acet. II 

., 


tt 

l 


275 

1 


255 

65 

Geranyl formate 


,. 

tt 

1 


476 

2 


218 

66 

Geranyl butyrate 

,, 


tt 

1 


134 

2 


78 

67 

Geranyl propionate 


., 

Kgs. 

1 


50 

1 


65 

68 

Hydroxy, citronelial 

.. 


tt 

4 


3500*) 

3 


11421 

69 

Hydroxy-citronellal extra .. 

.. 

.. 

»* , 

1 


3052 } 




70 

lonone pure 

, , 

, , 

»t 

2 


8176 

3 


8180 

71 

Isoeugenol . 



tt 

7 


391 

2 


119 

72 

lonone (Alpha) 



tt 

i 


455 

1 


900 

73 

lonone (Beta) 



t* 

2 


386 

3 


9852 

74 

Isobutyl acetate 

,, 

.. 

tt 

— 


— 

— 


— 

75 

Isobutyl phenyl acetate 

,, 

.. 

tt 

1 


698 

1 


746 

76 

Isobutyl salicyltatc 


*, 

• * 

1 


155 

2 


904 

77 

Isobutyl benzoate 


,. 

tt 

1 


60 

f 


140 

78 

Isobornyl acetate 

,, 

,, 

tt 

2 


25000* 

2 


3729 

79 

Isojasmone. 

,. 

,. 

»t 

2 


100* 

1 


271 

80 

Isopulegol. 



tt 

1 


220 

1 


61 

81 

Isobutyl propionate 

.. 

.. 

tt 

1 


45 

1 


25. 

82 

Isobutyl cinnamate 

., 

.. 

>t 

1 


10 

— 


— 

83 

Isoeugeon. 

,, 

.. 

tt 

1 


391 

2 


119 

84 

Isobomeol. 

.. 

.. 

tt 

1 


12000* 

1 


25845 
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1 

2 


3 

4 

5 

6 

7 

8 

.»• 

9 

85 

Linalol . 


»» 

2 


2671* 

2 


2125 

86 

Lavendinal 

€ , 

)) 

1 


9777 

1 


4580 

87 

Linlyl acetate 

, , 

» 

i 


10 

1 


30 

88 

Linlyl acetate extra 

. , 

h 

1 


27 

— 

1 

— 

89 

Jasmintol. 

, , 

it 

1 


80 

1 


60 

90 

Methyl benzoate 

, , 

♦t 

2 


790 

2 


2393 

91 

Methyl phenyl acetate 

, , 

99 

2 


618 

2 


1174 

92 

Methyl ionone 

, , 

9 9 

2 


9194 

2 


6691 

93 

Methyl cinnamate 

. . 

99 

2 


1200* 

2 


515 

94 

Methyl salicilate 

, , 

99 

2 


2000* 

1 


1787 

95 

Methyl eugenol 

. , 

99 

1 


146 

2 


21 

96 

Methyl heptanone 

. . 

99 

1 


25 

— 


— 

97 

Metaxolane 



1 


15* 

— 


9529 

98 

Methylisoeugcnol 

, , 

>• 

1 


8 

1 


10 

99 

Mcrol . 

, , 

99 

2 


250 

3 


3195 

100 

Merol (Super) 


99 

1 


20 

— 


— 

101 

Merol (Bromctic) 

, . 

99 

1 


120 

1 


115 

102 

Phenyl ethyl methyl ether .. 

. , 

99 

2 


2624 

2 


1617 

103 

Pcresyl methyl ether 


99 

2 


520 

2 


1700 

104 

P-cresyl acetate 

. , 

99 

1 


379 

2 


2124 

105 

Phenyl ethyl formate 


99 

1 


286 

2 


329 

106 

Phenyl ethyl acetate 

. . 

99 

2 


9000* 

3 


10505 

107 

Phenyl ethyl phenyl acetate 

. . 

99 

1 


156 

1 


116 

108 

Phenyl ethyl propionate .. 


99 

1 


66 

1 


244 

109 

Phenyl ethyl butyrate 

. . 

99 

1 


291 

1 


18 

110 

P-cresyl isobutyrate 


99 

1 


1950 

1 


4 

111 

Phenyl crenyl phenyl acetate 


99 

1 


379 

— 


— 

112 

P-cresol (P-gradc) 


99 

1 


420 

1 


240 

113 

Phenyl acetic acid (Flakes) 

. . 

99 

1 


226 

1 


2983 

114 

Phodinol extra 


99 

1 


57 

2 


88 

115 

Phodinol J.P. 

, t 

99 

2 


700* 



— 

116 

Phodinol Pure 


99 

1 


17 

2 


55 

117 

Rose crystals 

, t 

99 

2 


1943 

2 


1989 

118 

Safrol . 


99 

1 


754 

— 


— 

119 

Terpinyl acetate 


99 

3 


500* 

2 


493 

120 

Terpineol . 


99 

I 


1200 

2 


44138 

121 

Vetacetone 


9* 

1 


4170 

1 


1373 

122 

Vetivenyl acetate 


99 

2 


100* 

2 


388 

123 

Vctiverol . 


99 

1 


7 

2 


15 

124 

Vara Yara 

. , 

99 

2 


4680 

2 


12379 

125 

Strallyl acetate 


41 

1 


3000* 

3 


2562 

126 

Santalol . 

. , 

99 

1 


1 

2 


47 

127 

Musk Ketone 

. t 

99 

1 


2719 

1 


1869 

128 

Musk Xylol 

. , 

99 

1 


41380 

1 


50096 

129 

Musk ambrettc 


99 

1 


24437 

1 


30002 

130 

Menthol . 

, t 

99 

4 


65000* 

4 


100000* 

131 

Acetanilide. 


Tonnes 

2 

2600 

982 

2 

2600 

1582 

132 

Cynuric chloride 


99 

1 

300 

179 

1 

300 

191 

133 

Ethyl chloride 


99 

1 

1000 

181 

1 

1000 

200 

134 

Meta-aminaphcnol 


99 

— 


— 

1 

750 

95 

135 

Monochloroacetic Acid 


99 

2 

2450 

2456 

2 

2450 

2336 

136 

Benzyl acetate 

, . 

99 

2 

384 

125 

2 

384 

95 

137 

P-hydoxy Benzoic 


99 

1 

200 

7 

1 

200 

8 

138 

Benzyl chloride 


99 

1 

300 

187 

2 

500 

395 

139 

Benzyl alcohol 


99 

1 

42 

15 

2 

342 

28 

140 

Phenyl acetic acid 


99 

— 

— 

— 

1 

160 

12 



12. 

Perfumery compounds 

& Flavouring 

essences @ 




Synthetic Products 




. 





1 

Perfumery compounds synthetic essential 









oils •. 

• • • • 

Tonnes 

6 

253 

290* 

6 

255 

347 

1 

Flavouring Essences : 










(a) Alcoholic 

, . , . 

9* 

1 

— 

1.4 

, . 

. . 

# m 


(b) Non-alcoholic 

. . 

99 

3 


400 

4 


548 
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SPOT 


his dynamic co-ordination 


The co-ordination of precious seconds. 

Interwoven into a meticulously preplanned schedule. 

By bringing together artistes of explosive independence 

to produce a box-office hit I 

Through an unruffled command of situation* 

By employing a clap here and a wink there. 

With a deft sense of timing . 

which is the real secret of his success. 
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THE GWALIOR RATON SILK MFG. (WTG.) CG, LTD. 

(Pulp Division) 

Birlakootam — Mavoor—Kozhikode 

saves 

« A 

enormous foreign exchange for National Development 



manufacturing Rayon-grade Dissolving Pulp out of 
bamboo, eucalyptus and wood 1 

\ 

Regd. Office : 

BtRLAGRAM, NAGDA (M. P.) 

Gram : 'WOODPULP', Calicut Phone : 3971-74 









The lowest ewer 
fares to Newlibrk- 

on Fan Anft 



Delhi - New York - Delhi Rs. 4004 ($ 550) 
Bombay — New York — Bombay Rs. 4004 ($ 550) 
(via Delhi both ways) 

Calcutta — New York — Calcutta Rs. 4732 ($ 650) 
(via Delhi both ways) 

Excursion Economy 14/120 days fare. 


Call your Paa An TYatol A goal or catt aa. 

• New Delhi: Chandralok, 36, Janpath. Tel: 43571 

• Bombay: Taj Mahal Hotel, To) : 255441, 255454 

• Calcutta: 42,Chowringhee Road. Tel : 44-3251 

• Madras: 8/9, Thambu Chetty Street. Tel : 29301,23242 

• Kathmandu: Hotel Soaltce-Oberoi, Tel: 11211 

• Colombo (Ceyloa): Kollupit.ya, Tel: 78271 



Pan Am 


Pan Am, first with daily747service round the world. 
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A funny v tiding has happened to the 
ruling party’s ‘garibi hatao' programme 
on its way from the hustings to the 
Prime Minister’s secretariat. For all 
practical purposes we are now being 
not only not of the highest priority to 
the nation but also that it would be harmful to the national interest 
since it may possibly be making the rich richer and the poor poorer. There is 
today very little concern in government circles over the inadequate rate of ex* 
pension of industrial production or investment. On the contrary, an amazing 
assumption seems to be prevalent that the common people should bis happy rather 
than otherwise since the larger business houses are being interfered with in their 
normal activities and prevented from expanding their existing enterprises or start¬ 
ing new ones as fast as they may otherwise have done. The argument here seems 
to be that retarded industrial development would be quite a reasonable price for 
the country to pay for teaching the larger business houses their place in the sun on 
our political skies. The relatively comfortable food situation, again, seems to 
have generated a feeling of smugness among the politicians in power who con¬ 
sequently seem to believe that they could indulge in politically rewarding ideolog¬ 
ical excesses on the pretext of enacting desirable socio-economic reforms in the 
agrarian field. 

Similar complacency characterises government attitudes towards pressures 
on the price front. The union Finance Minister, replying to the debate on the 
discussion on the Finance BUI in the Lok Sabha, expressed a degree of optimism 
about the outlook for prices which is surely indefensible. The question is not 
whether bis taxation or other budget measures for the current financial year have 
been adding fuel to the fire of inflation. What matters to the people is not whether 
the budget is specifically to blame but that the government’s economic policies are 
relentlessly inflaming inflation’s consuming zeal. Neither Mr Y.B. Chavan nor 
any other spokesman or apologist for the government’s policies, however highly 
placed, can make light of the fact that the general increase of wholesale prices 
is now higher by more than six per cent in comparison with what it was a year ago. 
The index indicates only in broad terms — and it usually understates — the actual 
impact of the price pressure on the cost of living of the people and particularly the 
economic and social conditions of those large sections of the community whose 
incomes leave very little margins for accommodating rises in prices. In the 
circumstances, Mrs Gandhi’s declaration in Madurai that the DMK’s demand for 
more powers for state governments would only be diverting the nation’s energy 
from basic economic tasks to futile political agitation must surely fail to command 
the respect that it normally should. The ruling party is even more responsible than 
all the other political parties in the country put together for distracting national 
attention which must be concentrated on the growth of the economy. 

These attitudes and prejudices display a contemptible unscrupulousness on 
the part of the rulers of a country the greatest need of which is a steady diminution 
in its mass poverty which can be brought about only through an uninterrupted 
growth in agriculture, industry and the tertiary sectors of the economy. Although 
a great many schemes for providing work for the people by spending tax money 
or other revenues of the government are being thrown at the populace ever since 
Mrs Gandhi got her massive mandate to rule the country without any effective 
opposition, over a year has passed without even a broad strategy being evolved 
for stimulating the production and investment processes in the economy in 
directions clearly leading to growth of employment or release of more goods 
and purchasing power into the channels that irrigate the standard of living of the 
people. On the contrary even gains painfully made in the past are being lost 
and it is indeed a draihatic condemnation of the hypocrisy of the ruling party 
that even, while it is talking of employment schemes for the rural and small indus¬ 
trial sector, the handloom industry, which is one of the main providers of employ¬ 
ment on a decentralized basis, is passing through one of the worst economic 
crises it has ever experienced. It is worth noting also that the representatives 
of the handloom industry have clearly stated that the difficulties of this industry 
are in no way to be attributed to the organized mill sector. Here is a clear indi¬ 
cation that the tactics of robbing Peter to pay Paul has always been inadequate 
and will continue to be inadequate even for the politicans’ purpose of fooling 
all the Pauls all the time. It is indeed a sad fate of the country that 
the politics of ’divide and rule’ has not ceased to play its disintegrating 
role even with the disappearance of foreign -rule. Our own political lea- 
tiers in power are setting up people against people in a much more unjust 
or intolerable fashion than all toe conquerors & India’s tortured .history. 
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A million new jobs 
in W. Bengal ? 

Can West Bengal create a million new 
jobs in the next two or three years? The 
seminar on ‘Growth of Employment 
Opportunities’, sponsored by the 
Indian Chamber of Commerce, Calcutta, 
on May 5, indicated that this target 
should not be difficult to achieve pro¬ 
vided government and industry made de¬ 
termined efforts to develop the state’s 
resources. Mr Sanjoy Sen, the chamber’s 
president, estimated that with an invest¬ 
ment of about Rs 1000 crores in 
agriculture, industry, housing, road 
construction and road transport, it 
should be possible to generate employ¬ 
ment, direct and indirect, for at least 
a million people. Mr Sen did not give the 
details of liis scheme. But there is no doubt 
that West Bengal today needs massive in¬ 
vestment in every field of activity. He 
rightly emphasised the need to give more 
attention to the improvement of condi¬ 
tions in rural Bengal, and quoted figures to 
show how sadly and systematically this 
aspect had been neglected. 

The fourth Plan target for minor irri¬ 
gation in West Bengal is only 250,000 hec¬ 
tares compared to 400,000 hectares in 
Andhra Pradesh, 600,000 hectares in 
Maharashtra, 500,000 hectares in Tamil 
Nadu and 24,00,000 hectares in Uttar 
Pradesh. The fourth Plan's outlay on elect¬ 
rification in West Bengal is only Rs 10 
crorcs compared to Rs 15 crores in Andhra 
Pradesh, Rs 25 crorcs in Maharashtra, Rs 
41 crorcs in Tamil Nadu and Rs 61 crores 
in Uttar Pradesh. Rural electrification in 
West Bengal is now being given a big 
impetus by Mr Siddharutha Shankar 
Ray’s government. It has announced its 
intention to electrify 10,000 more vil¬ 
lages by the end of 1973. But, consider¬ 
ing the acute shortage of power now being 
felt all over the stale and the inefficient 
manner in which the public sector power 
plants are being run, it is doubtful it rural 
electrification will proceed according to 
schedule. 

Most speakers at the seminar strongly 
urged the imperative need to modernise 
agriculture as quickly as possible. Dr 
D.P. Chattopadhyaya, the union Minister 
of State for Health, who inaugurated the 
seminar, highlighted the enormous em¬ 
ployment potential of West Bengal’s agri¬ 
culture. He said, “If it is assumed that, 
on an average, there will be 2.5 crops per 
year, the labour requirement per crop per 
acre is 70 man-days, and employment for 
250 days per year constitutes full employ¬ 
ment, then the full employment poten¬ 
tial of agriculture in West Bengal may 
; t be estimated at 7.6 to 9.5 million per- 


Every power structure 

is lHiilt around a privileged class. It 
is fgirly obvious what that class is now. 
In general terms, it is the tribe of politi- 
cians to which a largely uninstruc- 
ted democracy has given far too much 
authority and importance. More speci¬ 
fically, the hard core of this privileged 
blass is the Prime Minister, with the 
chief ministers in the states huddled 
close to this centre. Spread around 
them are other ministers, central or 
state, and the party bosses of regional 
or local importance. On the periphery 
are to be found members of Parlia¬ 
ment or state legislatures, arranged in 
tiers according to their individual use¬ 
fulness or nuisance value. 

Each and every member of 

this privileged class is, by definition, a 
privileged person, but some of them 
are more privileged than the others. 
Among these more privileged, again. 


there are distinctions and differences in 
the degree of privilege. Electioneer¬ 
ing in 1AF planes, for instance, is a 
prerogative which belongs at the very 
top, while receiving donations of un¬ 
accounted money for more or less 
party purposes or failing to file tax 
returns is a privilege which is more 
widely shared out of practical necessity. 
There are thus a scries of steadily 
narrowing circles of the elite in this 
tribal hierarchy. The most privileged 
of this privileged class are naturally 
not too keen on the less or the still 
less privileged among them becoming 
uncomfortably conscious of the gross 
inequalities in the distribution of privi¬ 
lege within the tribe. They therefore 
keep throwing crumbs of prestige 
points to the rank and file from time 
to time in an attempt to create an 
illusion that privilege is being conti¬ 
nuously shared more and more 
widely. 

One consequence of this 

process is that the less privileged 
often come to entertain illusions of 
grandeur which mislead them into 
throwing their weight about even 


when they really do not have much 
weight to throw about. This 
creates situations in which they dis¬ 
cover to their surprise and pain that 
there are VIPs and VIPs and that not 
every one who imagines that he is a 
very, very VIP is necessarily all that 
VIP. When such moments of disil¬ 
lusionment or, rather, enlightenment, 
come in the life of a member of the 
privileged class, prudence would seem 
to suggest that he or she should keep 
the experience as private as possible and 
perhaps try to profit from it by under¬ 
taking an agonising reappraisal of what 
privilege can do or cannot. But, then, 
people are not normally prudent and 
the privileged class is usually even less 
inclined to practise this somewhat un¬ 
exciting virtue. 

The Prime Minister, however, 

seems to know when enough is enough. 
Her rebuke to the MP who was invol¬ 
ved in the Willingdon Hospital incident 


and who thought it fit to dramatise the 
affair on the floor of the Lok Sabha and 
her admonition of other members of 
her party who tried to raise a discussion 
on the issue in an unreasonable man¬ 
ner (which would have interfered with 
the government’s legislative business 
or otherwise wasted parliamentary 
time which comes expensively to the tax¬ 
payer) reflected her appreciation of the 
fact that public sympathy is being in¬ 
creasingly withheld from the members 
of the privileged class who are trying 
to exploit their VIP claims without re¬ 
gard to public morals or manners and 
often in violation of the basic rights of 
the vast majority of citizens who do 
not happen to belong to this privileged 
class. 

Mrs Gandhi's government, 

however, lost an opportunity of dealing 
effectively with the burgeoning VIP 
scandal when it unnecessarily decided 
to order an inquiry by the District 
Magistrate of Delhi into the Wil¬ 
lingdon Hospital incident. The proper 
course would have been to allow the 
normal procedures of investigation, 
charge-sbecting, framing of charges 
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gad trial f> be applied to the com- 
pji flifita and counter-complaints filed 
by the aggrieved parties. If the idea 
were to get around that the government 
could be persuaded to order a special 
inquiry every time a MP or some other 
member of the 'privileged class feels 
that his VIP status has to be vindi¬ 
cated or re-established vis-a-vis the 
rest of the citizens, a premium 
will have been placed on precisely 
the kind of conduct which the Prime 
Minister is evidently anxious to dis¬ 
courage among MPs. In any case 
it is high time that all concerned 
had come to realize that a MP, when 
not functioning in his capacity as a 
MP, is not entitled to claim any privi¬ 
leges vis-a-vis other citizens since his 
only claim to such privileges as he may 
have come to enjoy is or should be bas¬ 
ed strictly on the assumption that those 
privileges are related to and necessary 
for his discharging the functions of a 
MP, 

Meanwhile* it is rather a pity 

that Mr Chandrapai Shailani happen¬ 
ed to be the particular MP around 
whom the latest VIP scandal broke. 
Mr Shailani, by all accounts, appears 
to be not a particularly aggressive poli¬ 
tician. He is new to the Lok Sabha, 
having contested and won a seat for the 
first time in the famous mid-term poll. 
Having been a member formerly of the 
Republican Party of India and now be¬ 
ing converted to Indira Gandhian poli¬ 
tics, Mr Shailani's main interest, at his 
current age of 32, seems to lie in acqui¬ 
ring a Master’s degree in Law. He, in 
fact, was to have taken his examina¬ 
tion beginning on May 18 and he seems 
to be at least as sorry about this 
arrangement having been dislocated 
as about any other aspect or possible 
consequence of the Willingdon Hos¬ 
pital affair. The Statesman, to which 
I owe these details about Mr Shailani, 
reports that this MP’s hobbies, as lis¬ 
ted in Parliament’s Who's Who are 
reading, writing, thinking, tourism, 
journalism and social work. This des¬ 
cription catalogues a fairly wide range 
of intellectual and emotional interests 
and whatever may be the findings of 
the District Magistrate of Delhi. Mr 
Shailani may expect that, as a result 
of his painfully acquired knowledge 
or experience oi the pitfalls pf the VIP 
world, he will have bright prospects as 
a journalist who now knows his ropes 
as distinct front a social worker who 
is liable to get roped in should he fail 
to rope in others. 

TOUCHSTONE 


Sons. The present full employment, 
adding up the under-employment, on 
the above assumption is $-2 millions. 
The full employment expansion possible 
in agriculture is 2.4 to 4.3 millions. If 
the use of modern technology of agri¬ 
culture is universalised, this figure can be 
raised further to 5 to 6 million persons”. 
Dr Chattopadhyaya referred to the im¬ 
portance of land reforms, rural electrifi¬ 
cation and irrigation to exploit fully the 
potentialities of employment in the agri¬ 
cultural sector. Other speakers at 
the seminar including Dr Gopaldas Nag, 
the Labour Minister of West Bengal and 
Mr S.S. Kanoria also stressed the vital 
role of agriculture in providing more em¬ 
ployment and its impact on the growth 
of large and small-scale industries. 

Dr Chattopadhyaya said that for the 
development of large scale industries con¬ 
sistent with social justice, “some sort of 
social control is absolutely called for”. 
But is the industrial sector at present free 
from social control? Does not govern¬ 
ment have effective and extensive 
control over almost every aspect of in¬ 
dustrial activity? The minister suggested 
that fiscal and legal measures were neces¬ 
sary to “induce the monopolists to utilise 
fully the existing capacity’ ’. For example, 
he said that it might be laid down that 
whatever was produced in excess of say 
75 per cent of the full capacity would be 
only nominally taxed and that if produc¬ 
tion was less than 60 per cent without 
proper reasons, the monopolists should be 
punished. The minister seems to assume 
that idle capacity exists on a large scale, 
because of the deliberate efforts of the in¬ 
dustrialists to keep production down in 
order to create artificial scarcity and earn 
huge profits. Is he not aware of the chronic 
scarcity of raw materials, imported and 
indigenous, the persistent bottlenecks in 
railway transport, and the serious shor¬ 
tage of electricity, which have been mainly 
responsible for the large gap that continues 
to exist between capacity and production 
in many industries, especially in West 
Bengal? He is right in pointing out that 
if a substantial part of the existing capacity 
is used, it will result in immediate increase 
in factory employment by 30 to 60 per 
cent and it .will accelerate the rate of 
growth of productive employment in the 
factory sector and all the other sectors as 
well. But it is mainly for the government 
to create the conditions which will help 
industry to make better use of its capa¬ 
city. 

Many speakers at the seminar stressed 
the rok of housing in creating more em¬ 
ployment. While housing shortage has 
been colossal all over India, it has been 
particularly acute in West Bengal. In the 
last.-few yean, many state governments 
have been taking advantage of the loans 


provided by the Life - Insurance Cor¬ 
poration and the Housing and Urban 
Development Corporation. But West 
Bengal nas not done so. Mr Sanjoy Sen 
therefore suggested that the government 
of West Bengal should immediately set 
up a housing board and launch on a 
massive construction programme. He said 
that the board would help to acquire and 
develop land, formulate housing schemes, 
raise resources through debentures, 
and provide guidance to those who want 
to build houses. Mr V.V. Parekh, Chair¬ 
man of the Housing and Urban Develop¬ 
ment Corporation, suggested that indust¬ 
ries should undertake the production 
on a large scale of building materials of 
standard quality. But where are the rail¬ 
way wagons to transport the building ma¬ 
terials? Many schemes of the Calcutta 
Metropolitan Planning Development Au¬ 
thority have been held up, or are making 
only slow progress, due to the acute shor¬ 
tage of cement and other construction 
materials, caused mainly by the scarcity of 
wagons. So, even if the housing board is 
set up in West Bengal, it will not be able 
to stimulate building activity on a big 
scale unless the railways are able to provide 
the wagons promptly and adequately. 

Many speakers also emphasised the 
importance of self-employment. Mr San¬ 
joy Sen said that it was necessary to 
encourage self-employment and create 
entrepreneurship among the youth of 
West Bengal. The Bhagavati Committee 
on Unemployment, which recently sub¬ 
mitted its interim report, has also stressed 
the role of self-employment. The commi¬ 
ttee has suggested that the banks should 
adopt a liberal policy in providing loans 
to those who want to be self-employed. 
But self-employment cannot be promoted 
in a big way merely by providing more 
loans and training facilities to the young 
men. Unless the country’s economy re¬ 
mains buoyant and the people are given 
the incentives to earn more, save more 
and also to spend more, it will not be 
possible to make a success of the self- 
employment schemes. So long as the gov¬ 
ernment continues to preach austerity and 
the tax policies are so conceived as to curb 
consumption, the efforts to induce our 
young men to become self-employed are 
unlikely to succeed. Moreover, the sys¬ 
tem of education at all levels and in most 
states continues to be chaotic. Students 
therefore do not get the type of education 
which will enable them to become self- 
employed. 

The seminar served a useful purpose in 
focusing attention on the gravity of the 
unemployment problem and in stressing 
the need to tackle it with a sense of ur¬ 
gency. Mr Siddhartha Shankar Ray has 
made an encouraging beginning in toning 
up the administration and in attempting 
to revive the economy. A Planning Board 


EASTERN ECONOMIST 


1007 


M\v 26,1972 



has been set np and the Industrial De¬ 
velopment Corporation has been reorga¬ 
nised. Many development schemes have 
been proposed and are going to be im¬ 
plemented shortly. But the government’s 
immediate task should be to ensure that 
the existing industries are able to function 
properly, the closed units are reopened, 
and the sick ones are revived. Mean¬ 
while, pressures are being put on the Go¬ 
vernment from various quarters to urge 
the centre to nationalise the jute, tea, coal 


Incentives for 
cottonseed 
crushers 

Unless SELF-reliance is supposed to be no 
more than a vote-catching slogan, one 
fails to understand why the government of 
India should fight shy of fully exploring 
at least those areas where self-reliance is 
not only feasible, but also desirable. There 
is, for instance, the classical example of 
the cottonseed crushing industry, which 
can help the country tide over the effects 
of the sudden cut in imports from the USA 
of at least one commodity, namely soya¬ 
bean oil. According to the recent findings 
of a sub-committee appointed by the 
Union Ministry of Food and Agriculture, 
following the stoppage of soyabean oil 
imports, the current year’s (1972 ) gap in 
edible oil supplies is about 200,000 tonnes 
and the next year's (1973) about 300,000 
tonnes. The All-India Cottonseed Crush¬ 
ers’ Association (A1COSCA) feels it could 
accept the challenging task of relieving the 
government’s anxiety about this edible oil 
gap, and to judge from its past achive- 
ment, this is no empty boast. The percent¬ 
age of cottonseed oil consumption vis-a- 
vis consumption of other edible oil seeds 
(by the vanaspathi industry alone) has 
risen steadily from only 4.62 in 1960 to 
18.17 in 1969; there was, however, a dec¬ 
line to 17.14 in 1970, and a sharper dec¬ 
line still to 12.5 in 1971, presumably due 
to the large availability of imported soya¬ 
bean oil supplies. Now that the prospects 
of soyabean oil imports have become 
bleak, there should be a greater demand for 
cottonseed oil. Fortunately the current 
cotton crop is estimated to be a record 


one Jfod other industries. Mr Siddhartha 
Shankar Ray should resist the temptation 
to play to the gallery and should be able 
to enlist the enthusiastic co-operation of 
the private sector in quickly reviving the 
state’s economy. Massive investment in 
the near future will not be possible unless 
the government of India and the govern¬ 
ment of West Bengal sincerely attempt to 
create confidence among investors by pur¬ 
suing practical policies and by quickly 
improving the infrastructure facilities. 


since independence, at some 6.7 million 
bales, and that means a higher output of 
cottonseed as well, ‘this year’s production 
is placed at around 2.3 million tonnes. 

But the mere fact of a higher produc¬ 
tion of cottonseed is no guarantee that 
cottonseed crushers would be assured of 
adequate supplies even to their relatively 
uneconomic units in India (as against a 
more or less normal capacity of 1000 
tonnes per unit in foreign countries, the 
normal capacity of a unit in India is no 
more than 100 tonnes). Even normally, 
not all the cottonseed produced is conver¬ 
ted into oil. Last year, for example, 
only 600,000 tonnes were used for being 
converted into oil; the largest quantity 
thus used was about 800,000 tonnes. In 
other words, about 1.4 to 1.6 million ton¬ 
nes, the oil potential of which would be 
about 100,000 tonnes, are diverted for use 
as direct cattle-feed. There is a belief, 
which seems so hard to dispel, that whole 
seed is more nutritious and relatively 
cheaper than oilcake or meal. This is 
particularly true of Punjab where catlle- 


owners are prepared to pay any price for 
cottonseed, and unless something is done 
to remove this source of serious competi¬ 
tion, cottonseed crushers fear they would 
not get all their requirements of cotton* 
seed. Hence the AlCOSCA’s suggestion 
that the government of India should spon¬ 
sor legislation forbidding the sale of cot¬ 
tonseed by processing without delinting 
to anybody except crushers and cotton- 
growers for their requirements of seeds. 
This is by no means a novel suggestion. 
Other cotton-growing countries, even such 
industrially backward countries as those 
of the Middle East, have passed such legis¬ 
lation. Apart from ensuring supplies of 
cottonseed to crushers and of more whole¬ 
some cattle-feed to cattle-owners, it is felt, 
such legislation would enlarge the scope 
for scientific crushing and, incidentally, 
also enable the government to distribute 
the right type of seed to cotton-growers, in 
that the authorities could then have comp¬ 
lete control over all the seed available 
after cotton is ginned. Except for kapas 
used as such all the cotton grown in the 
country must pass through ginneries, 
which have to be licensed and are, there¬ 
fore, amenable to effective control. 

But assured supplies of seed is only part 
of the cottonseed crushers' demand; they 
also plead for disposal of all the residual 
products of crushing—oilcakes and meal, 
Enters, etc. — “easily and without loss”. 
Besides, they, of course, expect the conti¬ 
nuance of all export incentives. As a 
champion of the industry, AlCOSCA has 
every right to urge every one of these, but 
it must not forget that, if vanaspati inte¬ 
rests have to be made to use a given per- 


£&3Utn £conomht 25 @<jo 


Hay 30, 1947 


The future of co-operative policy figured as 
the main agenda before the Alt India Coope¬ 
rative Registrars* Conference whose session was 
held recently at Madras. The All-India Co-opera¬ 
tive Conference-thc representative non'Official or- 
ganisation-which met a little earliar also devoted 
most of its labour to a discussion of the same 
topic. In fact both these conferences were con¬ 
vened for holding full and critical deliberations 
over the recommendations contained in the report 
of the Co-operative Planning Committee. The 
Planning Committee itself was appointed in 


pursuance of a resolution passed at the previous 
sessions of the Registrars* Conference. Hitherto 
this offi:ial organisation was invested with a con¬ 
siderable measure of consultative authority, but it 
is a happy augary of the changing shape of things 
that a proposal has been mooted for amalgamation 
of the two organisations with a view to bringing 
non-official opin on also in a much closer contact 
with policy making. The two conferences practi¬ 
cally endorsed the commendations of the 
Planning Committee. 
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t*a$B§e*of^tonsqed oil (at present, they 
attrequiwfl under a government directive 
to use 10 |er cent of all edible seed oils, 
though, inthe post, they have absorbed 
a far higher percentage), if cattle-owners 
have to be asked to use only oilcake or meal 
and not whole cottonseeds, and if the 
tax-payer is to be asked to bear the 
cost of export incentives offered to cot¬ 
tonseed crushers, somebody is bound to 
raise such questions as: what have the 
cottonseed crushers done on their own to 
educate the cattteowners? Or what efforts 
have cottonseed crushers made to bring 
down their costs so as to bring down the 
prices of edible oil and other products? 
It is to be hoped, therefore, that the 
AICOSCA would also address itself to 
these important issues. Already, it is re¬ 
liably understood, the AICOSCA has de¬ 
cided to engage the services of an econo¬ 
mic adviser and a nutrition expert to 
undertake a survey of the flow of cotton¬ 
seed, regionwise and purpose-wise, and to 
impress upon cattle-owners the wholesome¬ 
ness and better nutrition value of decorti¬ 
cated cottonseed cake and extraction. 

So far so good. But cottonseed 
crushers must not rest content with 
merely pointing to the potentialities of 
the cottonseed crushing industry in the 
USA and elsewhere. It is true “cot 


if we catalogue these—those for an integ¬ 
rated scheme involving freight subsidy 
oh exports, export incentive on exports of 
cottonseed cattle and extractions, addi¬ 
tional incentive for increased export vis- 
a-vis promotion and development of ex¬ 
port and legislation forbidding the use of 
cottonseed for purposes other than crush¬ 
ing and for disposal of their products easi¬ 
ly and without loss—appear formidable, 
but there is no gainsaying the fact that they 
have a good case, and, in these days of 
incentives for doing anything or for even 
doing nothing, they are certainly entitled to 
a better deal than has fallen to their lot. 
Surely it is not fair to tell an industry only 
a few days before a new policy is due to be 
announced, that no more export incentive 
would be given or that it would be drasti¬ 
cally cut. When the country badly needs 
the products of any industry, it behoves 
the authorities to pay attention to the obs¬ 
tacles in its way so that it may deliver the 
goods and go all out to remove these obs¬ 


tacles. To expect any industry to deliver 
the goods without doing this, on the one 
hand, and without offering positive in¬ 
ducements to it, on the other, is to ask for 
the moon. 

Nowadays, it seems to have become 
fashionable for the high-ups in different 
government departments to give a patient 
hearing and listen with due interest to all 
representations from an industry giving 
its spokesmen the impression that the au¬ 
thorities would take final decisions in a 
realistic way, but, in the event, invariably 
disappoint or even cause frustration to it. 
It is to be seen whether the hopes of the 
spokesmen of AICOSCA, who waited on 
the government recently and who have 
been looking to the abundance of cotton¬ 
seed this year, to prove a catalyst in effect¬ 
ing helpful changes in official policies so 
as to be conducive to the all round and 
healthy growth of their industry, would 
meet with a better fate. 
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tonsecd, if properly developed, can be 
the starting point for multifarious 
industries, which, if desired to be establish¬ 
ed, would require crores of rupees invest¬ 
ment of capital and could also be labour- 
intensive”. it is also known that linters, 
especially second cut and third cut, are 
ideal for converting into pulp and gun¬ 
powder. But the AICOSCA members 
(who may not be able to shoulder all the 
huge investment involved in order to ex¬ 
ploit these potentialities on their own, or 
may be reluctant, if able) and the govern¬ 
ment, as well as the other concerned inte¬ 
rests must get together and form, if need 
by, a consortiuinto explore all these fields 
both because they open up new avenues of 
employment and because they help reduce 
the foreign exchange drain on import of 
rayon grade pulp. 
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What is immediately needed from the 
common man’s point of view, however, is 
to augment supplies of edible oil, and it is 
known that cottonseed crushers are in a 
positUtn to do it. May be all (heir demands 
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Spotlight on rams Qf ww 

capital issues ■ 


The trend in the capital issues market in 
India today should provide ample food 
for thought to a student of the capital 
market. One has only to attend a press 
conference convened to announce a 
new capital issue to have some idea of the 
revival of investment interest. (Inci¬ 
dentally press conferences these days 
are not confined to newsmen; for every 
newsman-present, one can count at least 
four non-newsmen comprising mainly 
stockbrokers and advertising agency 
people, not to speak of prospective 
dealers in products to be turned out by 
the project in question). Speak to any 
stockbroker you meet and the conversa¬ 
tion, rather than centre round current 
share prices or turnover, thanks to a 
prolonged spell ot high prices and low 
turnover, turns to capital issues, and he 
reels off a long list and begins to expatiate 
on their prospects and possibilities. It 
is this which has prompted a brief exami¬ 
nation of the prospects of capital issues 
in 1971-72 in these columns. 

notable feature 

Before doing so, a passing reference 
may be made to the position as regards 
capital issues in 1970-71, the period for 
which we have the latest official statistics. 
According to the Report on Currency 
and Finance 1970-71, new capital issues- 
activity in 1970-71 (July, 1970, to June, 
1971) recorded a decline compared to 
the previous year. Thus, new capital 
issues in 1970-71 aggregated Rs 50.7 
crores as against Rs 81.5 crores during 

1969- 70. The fall was mainly in respect 
of prospectus issues (Rs 42.6 crores in 

1970- 71, against Rs 69.5 crores in 1969- 
70) and the largest percentage decline was 
under debenture issues. But a notable fea¬ 
ture was the marked rise in the percen¬ 
tage of initial issues to total new issues 
from 33.5 in 1969-70 to 66.5 in 1970-71. 

Prima jacie the position in the current 
year seems to be far* more propitious 
from the point of view of those who want 
to raise capital than it was last year. The 
successful end of the war with Pakistan, 
the presence of a predictably peaceful 
and reliable neighbour in the east and 
the admittedly assured political stability, 
thanks to the sweeping victory of the rul¬ 


ing political party in the state assembly 
elections also, not to speak of yet one 
more bountiful harvest of foodgrains — 
also some cash crops like cotton and jute— 
arc all plus points to stock markets. In¬ 
vestor confidence has also been stimulated 
by the union budgetpnd the large Plan 

S during the remaining years of the 
Plan. And the investor psychology 
can always be depended upon to bring in 
investors especially when equity prices are 
ruling high as at present. (Since the be¬ 
ginning of the year, there has been a rise 
of around seven per cent in the index of 
equity prices). Moreover, several new 
entrepreneurs have come on the scene, pre¬ 
sumably taking advantage of the govern¬ 
ment’s socialist-oriented credit policy, 
and possibly also tempted by the attrac¬ 
tions held out by states which were not 
very industrialised or industrial-minded 
until recently under the government of 
India's policy of encouraging industries 
in backward and undeveloped regions. 

prediction difficult 

' Financial circles estimate that, whereas 
since the beginning of the calendar year, 
nearly 20 companies have made capital 
issues of over Rs 20 crores, another 30 
joint-stock companies, if not more, may 
be expected to enter the capital market 
with issues aggregating over Rs 40 crores 
between now and the customary private 
capital issues holiday period between July 
and August “closed period”. Taking into 
account capital issues to come on the 
market thereafter till the end of the year, 
a conservative source estimates the total 
for the year at Rs 100 crores, while an 
optimistic one puts it at Rs 120 crores. 
What the total for 1971-72 (July, 1971 to 
June 1972) would be is difficult to predict 
yet, but one may venture to place the 
figure nearer to 1969-70, though not to 
1964-65 when the record (Rs 89 crores) 
was reached. 

Market circles speak of certain new and 
interesting features in capital issues today. 
For one thing, they say, we may expect more 
and more capital issues by the joint sector. 
They go so far as to add that the bigger 
issues hereafter cannot but be joint sector 
issues. Secondly, according to them, long- 
established companies may be expected to 


make convertible debenture issues pat¬ 
terned on the Standard Mills issue just 
announced. Thirdly, thanks to the insis- 
tancc of the government on all foreign 
companies seeking expansion or diversi¬ 
fication to increase the percentage of In¬ 
dian equity participation, a large number 
of foreign companies, such as Philips 
India, GEC, Herbert India and Atlas 
Copco, to name only some on the list 
may be obliged to issue rights and public 
issues. Fourthly, official encouragement to 
agro-industries, on the one hand, and 
rural prosperity, on the other, have led 
to a number of agro-industrial enterprises 
such as, for instance, Kirloskar Tractors 
and Punjab Tractors to raise capital. 
Similarly, the rising demand for steel has 
given rise to many mini-steel ventures, 
some of whom like Bhoruka Steel have 
already announced their plans to make 
capital issues. 

From a random perusal of the financial 
columns in the daily press, here is a list 
of the more important capital issues, 
either announced or about to the an¬ 
nounced: 

Standard Mills, Tisco debenture issue, 
Voltas rights issue, Mangalore Chemicals, 
Shalimar Paints, GECJesons Electronic, 
Chemo Pulp Tissues, Philips India, Mody 
Rubber, Seven Seas Transportation, Bho¬ 
ruka Steel, Punalur Paper Mills, Kirlos¬ 
kar Tractors, Punjab Tractors, and 
Jogindra Steel and Tubes. 


EASTERN ECONOMIST 

ANNUAL SUBSCRIPTION 
INLAND : Rs 89.00 
FOREIGN : £ 7*00 or * 17-00 
Airmail A Advertisement Rates 
on Enquiry. 


REGISTERED OFFICE 

UCO Bank Building. P. Box 84, 
Parliament Street, New Delhl-1. 


Eastern Economist 


1010 


May 26 ,1972 






And JAL Air Cargo can save you both 


A sea voyage is fine for a long 
vacation. But your freight goods 
don't need a vacation. They need 
to get to their destination fast—to 
start earning back the money 
you've already put into them. 
Which is why we urge you to 
consider this: Packing charges. 


interest, Insurance, storage, dep¬ 
reciation-all are lower when you 
ship JAL Air Cargo. And we'll 
prove it for you. For full infor¬ 
mation on cost reduction through 
air freight, see your cargo agent, 
freight forwarder or JAL Cargo 
Representative. 


OARAN AIR UNB& 

© UJe deliver the uwK* 


'In cooperation with 
Air France, Alitalia and Lufthansa. 
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Wheels Within 

Wheels 


It is hardly conceivable that the first motor 
car, running on petrol, made its appear¬ 
ance due to the ingenuity of Panhard and 
Levassor only 78 years ago. The prodi¬ 
gious growth in the number of cars dur¬ 
ing this century has been so rapid that 
man has hardly had time to think deeply 
how far society could manage to survive 
the ever-increasing proliferation of cars. 

In fact, it is axiomatic that every so- 
1 ciety ultimately tends to attain a state of 
universal car ownership unless fettered 
from doing so through restrictive public 
policies. The stage of universal car owner¬ 
ship is said to be attained when every 
interested adult person owns a car and 
this occurs normally when the car owner¬ 
ship rate is about 0.6 car per person. 
In this regard, the USA is around the cor¬ 
ner and the UK is expected to attain this 
stage towards the end of this century. 

It is evident from the tables alongside 
that, although the level of car-ownership in 
India is much lower than that in developed 
countries, the rate of increase in the num¬ 
ber of vehicles during the last three decades 
is comparable. 

Indian position 

The car ownership rale for India in 1967 
was about one car per 1,000 people, but 
the rate is much higher in the metropoli¬ 
tan areas, c.g. one ear for every 93 and 42 
persons in Bombay and Delhi respectively 
(1966). The average rate of annual in¬ 
crease of cars in Delhi during 1947-66 is 
as high as 38.4 per cent. 

Though the car ownership rate is com¬ 
paratively low in India, the transportation 
problems in our metropolitan areas are 
rather acute and it is not necessary for de¬ 
veloping countries to repeat the mistakes 
of affluent nations in this regard. 

Due to proliferation of cars, the traffic 
conditions in cities all over the world has 
reached a critical stage. A city will ex¬ 
perience traffic crisis, if two or more of the 
following factors operate in that area: 

(i) A high car ownership rate; 


(ii) Inadequate road space (less than 
about 12 per cent of developed area); 

(iii) Size of settlement being large; 

(iv) Excessive concentration of jobs in 
city centre; 

(v) Appreciable degree of intermixture 
of slow and fast moving traffic; 

(vi) Lack of separate grade rapid mass- 
transit. (This would create more demand 
for road space by surface public trans¬ 
port). 

Other less important factors, which may 
have a bearing on traffic congestion are 
shape of city, residential densities, home- 

Car Ownership Rate in Different Countries 
(No. of cars per 1000 persons) 


1936 1966 % in¬ 

crease 
1936-66 


USA 

206 

378 

83.4 

Canada 

111 

267 

140.5 

Sweden 

26 

250 

861.6 

France 

30 

196 

292.0 

West Germany 

19 

162 

752.6 

Italy 

9 

103 

104.4 

East Germany 

19 

39 

105.2 

Spain 

7 

30 

238.5 

Japan 

3. 

22 

633.3 

UK 

44 

174 

295.4 


Source: “Regional Organisation of 
Transport and Urban Development”, by 
Dr R Lehner, 38th International Cong¬ 
ress Ul. 

Stock of Registered Motor Cars (Including 
jeeps) in India 

Total No % 
of increase 
Vehicles 


1938-39 

86,308 


1948-49 

143,813 

66 

1958-59 

267,607 

86 

1968-69 

559,986 

109 


Source: “Basic Road Statistics of India”, 
Ministry of Transport, Government of 
India. 


work relationship and road layout pat¬ 
tern. 

Massive motorisation threatens the 
urban way of life and urban tradition, 
which according to Buchanan, consists 
of 'compactness, easy social exchanges, 
architectural unity and freedom of move¬ 
ment for pedestrians’. In an address 
to ‘People and Cities’ Conference (1963), 
he expressed an opinion that road net¬ 
work of settlements of beyond 80,000 
population size cannot be adapted for 
massive motorisation. 

The important effects of the motor car 
age on urban areas are discussed briefly 
below: 

' Increase in congestion— In many 
cities, cars move at an average speed of 
10-11 mph. 

Danger to human life — One per¬ 
son dies from traffic accidents every 
day in Delhi, where accidents have in¬ 
creased by as much as 193 per cent in 
1938-66; 35,000 persons were killed on 
roads in USA in 1964. 

; 

Deterioration in quality of urban en¬ 
vironment and loss of human scale due 
to construction of motorways, garages, 
etc. Nowhere is this more acutely felt 
than in city-centre, which is no longer 
the domain of the pedestrian. 

Atmospheric pollution — The ex¬ 
haust fumes of cars contain carbon 
monoxide, smoke, hydrocarbons, oxides 
of nitrogen, oxides of sulphur, lead 
und aldehydes. This pollution, be¬ 
yond a certain limit, is injurious to 
health and can lead to cancer. 

Noise from traffic — A committee in 
1962 had stated that in London, street 
noise is the predominent source of an¬ 
noyance. 

There is a saturation point in car owner¬ 
ship rate for any urban area based nor¬ 
mally on the carriageway space available. 
JC Tanner has fixed 0.45 cars/person 
as saturation level for UK but Mogridge 
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considers thi, as an underestimate and ar-. 
rives atthe figure of Q. 60 cars/person*. 

The saturation point, for car ownership 
for any city should be based on environ¬ 
mental considerations apart from road 
capacity. Factors relevant in this regard 
arc composition of traffic, availability of 
separate grade rapid mass transit, nature 
of spread of employment, and tolerable 
pollution limits. . 

The initial response in affluent 
countries like USA and Canada to the 
advent of motor car age was construction 
of elaborate road network like motor¬ 
ways, multi-level junctions and parking 
garages while the response in developing 
countries has remained essentially in 
m alting improvements in traffic manage¬ 
ment operations. 

gradual evolution 

With increasing proliferation of cars, 
transportation policies also appear to 
undergo a gradual evolution. 

Stage I—Improvements in traffic opera¬ 
tions. 

Stage II—Traffic operations plus minor 
road improvement works (like street- 
widenings, etc.). 

Stage III—More efficient traffic opera¬ 
tions plus major structural alterations in 
road network. 

Stage IV—Emphasis on development of 
modern means of rapid mass transit. 
(In a few cases, there is an attempt also at 
a limited decentralisation of activities 
from city-centre to new centres in suburbs). 

The urban traffic crisis has to be tackled 
through a unified approach covering 
various matters, like urbanisation policy, 
readjustment of land-uses, development 
of the road network and mass transpor¬ 
tation media, and decentralisation of 
of activities from the CBD. 

The Buchanan Committee mentioned 
four main alternatives: a system of per¬ 
mits or licences to control entry of 
vehicles; a system of pricing the use of 
road space; parking policy, subsidising 
public transport.! 


* 'Prediction of Car Ownenhip’ by M. J. H. 
Mogridge, Journal of Transport Economics 
and Policy, January, 1967. 

t Traffic and Towns, HMSO, 1963. 

ft ‘Public Sector Motor Car—A Question of 
Piroritics, by Sarwar Lateef Stateiman, 
Feb 15, |972. 


There is increasing realisation all over 
the world of the possible role of mass 
transport as a saviour of cities from traffic 
crises. On average, a car passenger occa- 
pies six to eight times as much road area 
as a passenger in a public transport. The 
continual visual disturbance, the pollu¬ 
tion of the air by exhaust fumes and the 
incessant engine noise and vibration gene¬ 
rated by a specified number of passengers 
using private cars are many times greater 
than would be generated by the same num¬ 
ber using public transport. The World 
Bank’s Transportation Section’s working 
paper (January 1972) predicts ‘the future 
should see far-reaching shift from the 
present emphasis on congestion-produc¬ 
ing individualised conveyances towards 
public transport — bus and rapid rail 
transit systems'. 

The United States, which was the first 
country to be baptised in mass motorisa- 
tion, is again in the forefront with regard 
to research on a wide variety of innova¬ 
tions for moving commuters such as dial- 
a-bus system, personal rapid transit sys¬ 
tem (cars moving on tracks), dual mode 
vehicles, automated dual mode bus, pal¬ 
lets (to carry cars & buses), ferry system 
and two-passenger network, cab-transit 
system. The BART (Bay Area Rapid 
Transit System) for San Francisco Bay 
will be an electric railroad system and 
will use steel wheels on steel tracks, equip¬ 
ped with air-conditioned cars, and travel 
at 80 mph. Most of west European 
cities of three to 15 lakhs size (except UK. 
and France) possess now extensive tram¬ 
way network. 

learning from experience, 

The developing countries need not go 
through the mass motorisation phase for 
realising the need for emphasis on mass- 
transport and can profit from the experi¬ 
ence of the west in this regard. 

Several studies have revealed that the 
relationship between income level and 
expenditure oh car purchases remains rea¬ 
sonably constant over time.* 

The National Council for Applied Eco¬ 
nomic Research, in a recent study ^De¬ 
mand for Passenger Cars’), estimates that 
the annual demand for passenger cars in 
India is likely to be 74,000 in 1974 and 
129,000 in 1980, if relative prices remain 
constant and this implies an annual growth 
rate of 11 per cent. 

Although the scooter is fast losing 
1013 
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ground in Europe, it is becoming more 
and more popular in India as indicated 
by the large watting lists of intending bu¬ 
yers. The National Council for Applied 
Economic Research, in a recent study 
‘Demand for Scooters’, expects the total 
annual demand for new scooters to be 
196,000 in 1979. 

The automobile industry occupies a 
pivotal position in the economy of most 
of the countries, except the socialist ones. 

The socialistic countries appear to have 
taken the view that resources might be 
better employed in building up basic in¬ 
dustries or on railroads rather than on 
building automobiles. 

Despite being the second biggest in¬ 
dustrial power in the world, the Soviet 
Union has so far been pursuing a restric¬ 
tive policy towards automobiles, al¬ 
though this policy now seems to be 
under revision. Most of the traffic in 
Moscow is still being handled by subways, 
trolleys and street cars. The future plans 
for Moscow stress doubling of length ol 
subway system and integrating it with sub¬ 
urban electric railroads. 

key decisions 

It would appear that the government 
of India has taken two key decisions on 
car production. The first is to licence In¬ 
dian manufacturers who can prove their 
ability to manufacture an indigenous¬ 
ly designed car with no major direct 
foreign exchange requirements. Thus 
five letters of intent have been issued to 
entrepreneurs for an estimated initial 
capacity of over 150,000 cars per year. 

The government of India also appears to 
have decided to produce a small car in the 
public sector with foreign technical colla¬ 
boration and perhaps with equity partici¬ 
pation. A technical committee examined 
the various collaborative proposals re¬ 
ceived in this regard and narrowed its 
choice to Ford of Australia, Fiat of Italy, 
Nissan of Japan and Renault of France. 
The proposals envisage an annual pro¬ 
duction of 50,000 cars at about Rs 11,000 
ex-factory and Rs 16,000 in showroomtt. 
The Planning Commission had earlier 
opposed these projects on the ground 
that they would encourage conspicuous 
consumption. 

The two projects, referred to above, 
envisage a total additional production ot 
2,00,000 cars as against production oi 
39,000 cars in 1971. The government *had 
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' also announced recently ambitious plans 
jtfor increase in scooter production. 

With car production increasing by 500 
^percentin the near future, a correspond¬ 
ing spirelling increase in cars in our cities 
:and metropolitan areas can be expected. 
"Would it be really possible for Connaught 
Place, Dalhousie Square, Fort area and 
/Mount Road to handle the increased 
traffic by 1981? Is the government pre¬ 
pared for a corresponding heavy in¬ 
vestment on urban road improvement 
projects? Even if it is able to invest so, 
•what would be the resultant effects on 
‘quality of environment in our cities? 
These arc questions which the government 
and citizens must ponder over seriously if 
. our cities are not to undergo the same fate 
as western cities. 

rlaissez fair unworkable 

' The doctrine of Adam Smith that, in a 
’ laissez jaire economy, the unseen hand will 
ultimately ensure protection of public in¬ 
terests does not seem to have worked in 
the context of automobile industry all over 
the world. To cite Hans Heymann Jr, 
'“there is a growing clamour that techno¬ 
logical research and development can 
no longer be left to the mercy of a near 
blind market and be directly organised by 
the government so as to achieve planned 
socio-economic goals”.* 

Beyond the saturation point of car 
ownership, there is no alternative but to 
adopt restrictive policy on automobile 
industry and car usage and to develop 
public transport. Due to lack of under¬ 
ground railway and existence of slow- 
moving traffic, the saturation point would 
be reached in our metropolitan area with 
a low car ownership rate. 

It is anticipated in developed countries 
that considerable progress will be made 
within a decade in car technology so as to 
reduce volume of emissions (fames) to the 
extent of elimination of 70 to 80 per cent 
of total emission. There might also be 
progress with regard to other types of 
propulsion systems like gas-turbine engine 
and battery propulsion system. Within a 
decade, it is anticipated that two-passenger 
vehicle capable of 20-30 mph. with a speed 
range of 30-50 miles per battery charge 
will be developed and marketed.? Max 


•“Transport Technology and Real World” 
Hans Rcymann, Jr. 

■^Transportation : An Fqual Opportunity for 
Access,’’ by Max L. Feldman (Environsmcnt 
and Policy; Next Fifty Years, Ed. by William 
R. Ewald, Jr.) 


World Production of Automobiles (1969) 
(30 major countries) 


(Numbers) 


Country 

Cars 

Industrial 

Vehicles 

Total 

USA 

88,48,670 

19,71,790 

1,08,20,410 

UK 

18,15,936 

4,09,186 

22,75,122 

Italy i 

15,44,932 

1,18,716 

16,63,648 

Japan 

20,55,821 

20,30,005 

40,85,826 

West Germany 

28,62,186 

2,44,772 

31,06,958 

Canada 

8,99,943 

2,77,664 

11,77,607 

Czechoslovakia 

1,25,500 

22,600 

1,48,100 

France 

18,33,047 

2,42,570 

20,75,615 

India 

44,601 

33,925 

78,526 

Sweden 

2,23,330 

21,456 

2,44,786 

USSR 

2,80,300 

5,20,600 

8,00,900 

Total (including others) 

2,18,96,472 

62,89,405 

2,81,85,877 


Source: Automobile in CIFRE, ANFIA, Torin 



Production of Automobile Vehicles in India 

(’000. Nos ) 


1968 

1969 

1970 


Installed Production 

Installed Production 

Installed Production 


Capacity 

Capacity 

Capacity 

Motor Cycle 

— 28.00 



3-wheelers 

— 4.00 

104.50 99.86 

104.50 117.20 

Scooters 

— 40.00 



Commercial vehicles — 35.00 

62.50 35.16 

62.50 40.59 

Jeeps 

— 8.00 

10.00 7.83 

10.00 9.33 

Cars 

— 37.00 

39.50 35.26 

39.50 35.82 


Source: All India Automobile and Ancillary Industries Association, Bombay. 
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Feldman exptots several central American 
cities like iftw York, Philadelphia and 
Boston, to impose restrictions gradually 
on use of automobiles and trucks within 
cities and a gradual substitution of e1ec> 
trically powered transportation system 
for automobiles and buses. 

A German Committee of Experts has 
recently recommended that efficient 
restrictions on commuting to work with 
motor vehicles in central areas in favour 
of short-distance public passenger trans¬ 
port are unavoidable in the interest of 
containing negative consequences of moto- 
risation within limits. 

Though opinion pressures are building 
abroad for imposing restrictions on use of 
automobiles in urban areas, great social 
changes (including changes m values) 
have to occur before the automobile 


can be dislodged from its present position. 
The planner’s role in this motor car age 
should be not merely one of showing pro¬ 
posals for adequate means of circulation 
of men and goode in urban areas but a 
more dynamic one of enlightening the so¬ 
ciety of alternative possibilities open to 
them and of their environmental implica¬ 
tions and value systems. 

Man must ultimately make his choice 
between universal car ownership and pub¬ 
lic transport. 

The ultimate remedy for traffic crisis 
in a motor car age is to adopt a restrictive 
policy on the use of cars. In this regard, 
the following should be the long-range 
objectives 

Modern atti active public transport 


(perhaps run by electric traction) should 
be developed. 

Cars will be used only for occasional 
trips, for inter-urban travel and perhaps 
on the outer ring road of the city, if it 
exists. Cars for these purposes should be, 
preferably, hired from a 'common pool’. 

To begin with, the benefits of this app¬ 
roach would be demonstrated in newly- 
built towns and cities. 

It is not beyond the realm of possibility 
that human settlements could be designed 
or adapted by excluding cars therefrom 
so as to afford the citizens the pleasure and 
relation they experience when they are 
on the Mall Road in Simla or Piaza St. 
Marks in Venice, both of which are free 
from cars. 


Railway 

A Legal Correspondent 


administration 
and law courts 


It is common knowledge that, with the 
enormous increase in goods traffic in re¬ 
cent years, there has been an even moie 
rapid increase in claims against the rail¬ 
ways for loss of goods, short delivery and 
conversion. The value oi each claim some¬ 
times exceeds several thousands of rupees. 
From the reported decisions of the high 
courts or the Supreme Court, it is obvious 
that the railways administration had been 
taking up untenable and technical pleas. 
One such delence is based on defective 
notices under section 80. 

The courts have repelled such defences 
and decreed the claims in most cases and 
the department has been made to pay the 
costs to the party. In this context the ob¬ 
servations of the Supreme Court in 1969 
(1) SCJ Page 89 are apposite. His 
Lordship Justice K.S. Hedge speaking for 
the Couit stated, “The legislative inten¬ 
tion behind that section (section 80 of the 
Civil Procedure Code) in our opinion is 
that public money and time should not be 
wasted on unnecessary litigation and the 
government and public officers should 
be given a reasonable opportunity to 
examine the claims made against them 
lest they should be drawn into 
avoidable litigation. The purpose of 


Law is the advancement of justice. 
The provisions in section 80 Civil 
Procedure Code are not intended to 
be used as booby-traps against ignorant 
and illiterate persons”. It may be pointed 
out that the Union of India was made 
to pay the costs of the party m the 
Supreme Court as well as the High Court. 
Again in the decision reported AIR 
1972 Kerala 103 Justice V.R. Krishna 
Iyer stated as follows: “Had there been an 
Indian Ombudsman the technical defence 
raised by the railway in this suit might 
well have come under his censorious 
attention”. Later, the learned judge stated, 
“The State under our Constitution under¬ 
takes economic activities in a vast and 
widening public sector and inevitably 
gets involved in disputes with private 
individuals. But it must be remembered 
that the State is no ordinary party trying 
to win a case against one of its own 
citizens by hook or crook... The layout 
on litigation costs and executive time 
by the State and its agencies is so stagger¬ 
ing these days because of the larger 
amount of litigation m which it is involv¬ 
ed that a positive and wholesome policy 
of cutting back on the volume of law suits 
by the twin methods of not being tempted 
into forensic show-down where a reason¬ 


able adjustment is feasible and even offer¬ 
ing to extinguish a pending proceeding 
on just terms giving the legal mentors of 
the government some initiative and 
authority in this behalf”. 

It is desirable in the interest of the 
tax-payer that litigation costs are avoid¬ 
ed and again it is in the interest of the 
general public that they are not obliged 
to resort to courts lor the settlement 
of their legitimate dues. It is suggested 
that, m the settlement of claims against 
the railway administration, especially 
those involving claims above a certain 
figure, the claims are referred to an in¬ 
dependent advisory body consisting of 
lawyers and others with experience in these 
matters so that safeguards may be intro¬ 
duced in regard to the settlement of dis¬ 
puted claims. “The threatened suit is 
awaited” is a familiar expression with go¬ 
vernment departments and the railway 
administrating can serve the public in more 
efficient and equitable manner by prompt 
and smooth settlement of legitimate claims 
if necessary after taking independent legal 
advice as suggested earlier and thereby 
avoid wastage of public funds on litiga¬ 
tion costs. 
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We’re no great shakes at talking up a storm 
about our capability in Air Conditioning or Refrigeration. 
We’re basically doers. 

And what we do, we back up with service. 

Take a look at the jobs completed tant jobs throughout the country. At a sensible, economic price, 
by us, and those currently on our That though most of our custo- Call us in for your needs: a room 
order books. They'll do the talking mars have had dealings with our air conditioner, a packaged climate 
for us. competitors in the past, today they system, or a central plant. 

They'll tell you,for instance, that we P r «fer to deal with us. You'll discover, we're not half 88 

ere engineering most of the impor- That's because we do a better job. great talkers as we're doers. 


-A 


BLUE STAR 


ctimatenwkerf 



5.7,6 610 HP 


INDIA'S FIRST ANO FINEST! 

BLUE STAR PACKAGED CLIMATE SYSTEMS. 

• Cholct of water and air cooled modelt 

• Most economical and flexible, can be Installed 
individually or In multiples 

e Ideal for Offices. Showrooms, Laboratories 
Banks. Restaurants. Hotels, Hospitals* 

Beauty Parlours 


BLUE STAR LUSTED 


•OMSAV , CALCUTTA 
MW OCLHI • MADRAS • KANRMIt 
MCUNDCRAtAD • JAM9HCDRUR 


EASTERN ECONOMIST 


1016 


MAY 26.1972 









Our Parliamentary Correspondent 

' + 

New Delhi, Saturday. 


PRESS GALLERY 


With the adoption of the Finance Bill 
by the Lok Sabha, this year’s central bud¬ 
get received the final approval of this 
august House this week. The Rajya Sabha 
completed die second stage of its delibe¬ 
rations <m the budget when it returned 
the Appropriation Bill as passed by the 
Lower House last week. It will take up the 
Finance Bifl next week. 

During the debate on the Finance Bill, 
a number of Lok Sabha members pleaded 
for the complete withdrawal of the addi¬ 
tional excise duty on kerosene, as they 
felt that even the reduced duty (originally 
the Finance Minister had stepped up the 
incidence of excise levy on kerosene by 
about six paise per litre, but later on, 
while replying to the general debate 
on the budget he had brought it down to 
nearly four paise per litre) would hit the 
common man in the rural areas. The 
reason originally given by the Finance 
Minister for raising the excise levy on 
kerosene — checking of adulteration of 
diesel oil by kerosene —apparently did 
not carry much conviction with the cri¬ 
tics. Ultimately, therefore, he had to 
agree that this reason was just incidental; 
the real motive for the enhancement of 
the duty on kerosene was to contain the 
foreign exchange outgo on the import of 
this petroleum product as well as crude 
oil. 

taxing luxuries 

Several members expressed the view that 
luxury items, which are consumed by the 
more affluent sections of society, could 
have been taxed more heavily so that the 
common man could be spared the addi¬ 
tional tax load. The clamour of state 
governments for a greater share in the tax 
revenues of the centre as well as for the 
expansion of the revenue sources available 
to them was championed by some mem¬ 
bers. Widespread concern continued to 


be expressed over the growing unemploy¬ 
ment in the country as also on the persis¬ 
tent rise in price. 

The current controversy over the imposi¬ 
tion of ceilings on jhe holding of agri¬ 
cultural lands and tirban properties too 
figured very prominently in the discussion. 
While the leftist members continued to 
accuse the government of going back on 
its commitments to the electorate in re¬ 
gard to land reforms, some others desired 
that a distinction should be made, while 
imposing a ceiling on the holding of farm 
lands, between the lands which were irri¬ 
gated by private means and those which 
had irrigational facilities from the go¬ 
vernment sources. In regard to the level 
of ceiling on urban properties also, there 
was sharp difference of opinion. Those 
holding radical views wanted this ceil¬ 
ing to be fixed quite low, but the moderates 
desired a realistic approach to the issue. 
The latter thought that the ceilings pro¬ 
posed in some states were too low. 

“black money** . 

The Marxist members charged the go¬ 
vernment of not being able to tackle the 
“staggering problems” of “black money.” 
They expressed the view that the hobnobb¬ 
ing of the ruling party with some industrial 
houses during the recent elections was one 
of the reasons for this. Mr Jyotirmoy 
Bosu created « sensation by producing a 
photostat copy of the. order placed by a 
Calcutta industrialist for the printing of 
election posters for the ruling party. 
Demonetisation of currency was sugges¬ 
ted as a remedy for eradicating the evil of, 
“black money.” 

A good deal of criticism was voiced by 
the leftist members of the House over the 
government not allegedly doing enough to 
curb monopolistic trends in the economy 


and the concentration of economic power 
in the hands of a few. They asked for the 
nationalisation of the larger industrial 
houses in the country. The performance 
of the nationalised banks was adversely 
commented upon by some members. 

unwarranted criticism 

Winding up the debate, the Finance 
Minister, Mr Y.B. Chavan, made attempts 
to reply to all the major points raised in 
the discussion and expressed the view that 
most of the criticism was unwarranted. He 
justified the increased burden of excise 
duty on kerosene on the ground that addi¬ 
tional resources had to be mobilised by 
the government. Referring to the demand 
for taxing luxury items more heavily, he 
pointed out that the tax burden on these 
commodities had already reached prohibi¬ 
tive levels; there was, thus, not much 
scope left for raising taxation on these 
items. The Finance Minister felt that the 
agriculturists should not grudge making 
some contribution to the central exchequer 
through such levies as those on fertilizers 
and power-driven pumps. After all, they 
had benefited from these farm inputs, he 
emphasised. 

Turning to the demand for allocating 
more financial resources to state govern¬ 
ments, Mr Chavan announced that the 
sixth Finance Commission, which was pro¬ 
posed to be set up shortly, would be given 
wide terms of reference to consider how 
the states could be made more viable 
financially. He stressed that the centre 
was doing everything to help the states 
to augment their resources. Even the Fi¬ 
nance Bill, he pointed out, had envisaged 
that one-third of the new tax revenue to 
be collected by the centre would accrue to 
the states. He, however, reminded the 
states that they had an equally important 
role to play in raising resources. He re- 
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gretted the continued resort by some state 
governments to unauthorised overdrafts. 

Referring to the problem of “black 
money”, the Finance Minister disclosed 
that he proposed to discuss the issue with 
members of Parliament at the Consulta¬ 
tive Committee for his ministry. A semi¬ 
nar by eminent economists, he added, 
would also be convened in the near future 
to elicit their opinion on the best ways of 
finding a solution to the problem. Mr 
Chavan did not express any specific 
opinion on the suggestion of some mem¬ 
bers that demonetisation of currency 
should be resorted to end the evil of black 
money. He said that he was neither op¬ 
posed to the suggestion, or favoured it. 

allegation refuted 

Mr Chavan refuted the allegation that 
the government had become soft towards 
monopoly houses. He justified the exten¬ 
sion of funds by public financial institu¬ 
tions to monopoly houses on the ground 
that this was one way of penetrating the 
citadels of monopolies. The Finance 
Minister did not think that the growth of 
monopolies was being encouraged in the 
country. The government, he emphasised, 
was committed to curb monopolies and 
concentration of economic powers in the 
hands of a few. Mr Chavan further poin¬ 
ted out that the government was not af¬ 
raid of nationalising industries. But de¬ 
cisions in this regard, he pointed out, 
had to be taken keeping in view the over¬ 
all interest of. the economy. 

The Finance Minister expressed satis¬ 
faction over the progress made by the na¬ 
tionalised banks in deposit mobilisation. 
He, however, agreed that the performance 
of these banks in respect of reaching the 
neglected sectors of society had left much 
to be desired. He did not agree with the 
criticism that prices had shot up after his 
budget proposals in March. 

Another significant observation made by 
the Finance Minister in his reply was 
that the role of the public sector in the 
economy had to be increased in line with 
the government's commitment to usher in 
socialism in the country. In regard to 
ceilings on agricultural lands and urban 
properties, he assured the House that the 
commitments made by the Congress to 
the electorate would be fulfilled. 

Mr Chavan denied that any industrialist 
had paid for the election posters of his 
party. All the publication work of the 
Congress, he pointed out, had been paid 
for by the organisation through crossed 
cheques. The photostat produced by Mr 
Jyotirmoy Bosu, he further stated, could 


be a fabrication. This explanation of Mr 
Chavatj^however, failed to satisfy opposi¬ 
tion Ambers who staged a walkout 
when tie Speaker ruled that if a discussion 
was to $e held on this issue; the opposi¬ 
tion ought to bring forth a censure mo¬ 
tion. 

The Rajya Sabha discussion on the 
Appropriation Bill was all pervading, but 
the criticism of the economic policies of 
the government was more or less on the 
same lines as during the general debate 
on the budget in this House last month. 
The only new component of the debate 
was the controversy over the imposition 
of ceilings on the holding of agricultural 
lands and urban properties. The various 
lines of criticism in the Lok Sabha over 
the controversy were echoed in this 
House. The reply of the Minister of State 
for Finance, Mr K.R. Ganesh, too did 
not contain anything new. He reiterated 
the determination of the government to 
implement the promises made by the rul¬ 
ing party in its election manifesto — vigo¬ 
rous enforcement of agrarian reforms and 
the policy of subjecting urban property 
to a ceiling, checking of concentration of 
economic power, etc. 

ceasefire violatioos 

Earlier, the Rajya Sabha deliberated 
upon the working of the Ministry of De¬ 
fence. A good deal of concern was ex¬ 
pressed in this debate over the recent vio¬ 
lations of ceasefire by Pakistan in some 
parts of Kashmir. The Jana Sangh spokes¬ 
man, Mr L.K. Advani, urged the govern¬ 
ment that it should not agree to summit 
talks with Mr Bhutto until the Pakistani 
forces withdrew from the posts they had 
overrun in their recent violations of the 
ceasefire. He also made a strong plea 
for the development of nuclear weapons 
without any further loss of time. The 
DMK spokesman, Mr M.S. Abdul 
Khadar, however, disagreed with Mr 
Advani on India going nuclear in arma¬ 
ment. He expressed his party's agreement 
with the government's policy to develop 
nuclear energy only for peaceful purposes. 
The Congress (O) member, Mr Nawal 
Kishore, took a line different from those 
of the Jana Sangh and the DMK spokes¬ 
men; he wanted the country, to keep its 
options open in the nuclear field. There 
was general agreement among the partici¬ 
pants in this discussion that no stone 
should be left unturned for strengthening 
the defences of the country. Particular 
attention, it was stressed, should be paid 
to building up of our air and naval 
forces. 

Replying to this debate, the De¬ 
fence Minister, Mr Jagjivan Ram, signi¬ 


ficantly observed that the present ceasefire 
line was a bilateral. aatter .$Mwen 
India apd Pakistan:; the UN observers 
had no locus standi in this regard. 
Assuring the. House that constant 
vigilence was Doing exercised by our 
armed forces all along the ceasefire line 
on the western front, which estab¬ 
lished in December last, the Defence 
Minister preferred not to say anything fur¬ 
ther lest the chances of the Indo-Pakistan 
summit and the establishment of peace 
on the sub-continent should be marred. 
In regard to the improving of the emolu¬ 
ments of defence personnel, he mostly re¬ 
peated what he had already stated in the 
Lower House in reply to the debate on the 
budgetary demands for his Ministry. The 
only additional point Mr Jagjivan Ram 
made in this regard was that the distinc¬ 
tion between the combatants and non- 
combatants had been removed since Janu¬ 
ary last. The whole structure of the emolu¬ 
ments of defence forces, he added, would 
be examined by the third Pay Commis¬ 
sion. The Commission had been requested 
to see for itself the conditions in which the 
soldiers, sailors and airmen worked. The 
Defence Minister also dwelt at some length 
on the welfare schemes drawn up by his 
Ministry for the dependents of those 
killed during the last war with Pakistan. 
He promised the maximum possible allo¬ 
cation of funds for research and develop¬ 
ment so that not only self-reliance in de¬ 
fence production could be fostered but also 
larger and larger manufacture of sophisti¬ 
cated weaponry could be taken up. 

nationalisation on merits 

The resolution of Mr Hiren Mukherjee 
(CPI) which sought to express the opinion 
of the House that “immediate steps should 
be taken f6r the nationalisation of the 75 
leading industrial houses specified in the 
report on the Monopolies Inquiry Com¬ 
mission”, was rejected by the Lok 
Sabha this week by 78 to 19 votes. Inter¬ 
vening in the discussion of this resolution 
the Minister for Industrial Development, 
Mr Moinul Haque Chaudhury, observed 
that nationalisation was one of the 
weapons in the armoury of the government 
to prevent concentration of economic po¬ 
wer and foster growth with social justice. 
The government, he said, was not averse 
to nationalisation of any industry, but 
every case had to be considered on merits. 
Nationalisation, he stressed, was not the 
remedy for all ills at all times. Mr Chau¬ 
dhury disclosed that the government was 
examining measures which would effec¬ 
tively prevent business houses controlling 
large industrial undertakings from 
siphoning off more and more profits for 
private consumption. He appeared to fa¬ 
vour social control of industry than na¬ 
tionalisation. 
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Hardav Sinfh 



“The Prime Minister has asked us to 
think in terms of being European”, said 
Mr John Davies, Secretary of State for 
Trade and Industry, while addressing 
recently the Primrose League, one of the' 
front organisations of the Conservative 
Party. Nearly 500 men and women, most¬ 
ly middle aged women, who constitute 
the inner circle of the League founded by 
Disraeli, had gathered in a circular hall 
in Westminster. Mr Davies was not pre¬ 
pared to take his supporters for granted. 
Even at the cost of being repetitive he 
outlined the entire string of arguments 
in favour of Britain's entry into the 
Common Market. “With Britain’s entry 
Europe will become the largest trading 
group in the world and this naturally will 
mean y prospority for all the members of 


goes 



summit meeting of the heads of govern¬ 
ment of the enlarged European Economic 
Community to be held in Paris on October 
19 and 20. Answering questions regard¬ 
ing the possible next meeting of the Sec¬ 
retary of State for Foreign and Common¬ 
wealth Affairs with the Council of Minis¬ 
ters of the Common Market, Sir Alec 
said, “Mr Rippon, the Chancellor of the 
Duchy of Lancaster and I meet foreign 
ministers of the Six and the acceeding 
states fairly frequently at the meetings 
preparatory to the European summit con¬ 
ference and at those for political consulta¬ 
tions.” In other words final details are 
being worked out to give practical shape 
to the entry. 

The concept of the entry of Britain into 


WNOWON 

THE WORLD 


the Market,” he said. “Make no mistake,” 
he reminded his supporters, “economic 
prosperity is the only way to improve the 
level of living. It is not the total objective 
but it is not negligible in significance.” 

After the speeches the whole gathering 
moved to three small rooms close to the 
House of Commons across the road for a 
cup of tea. Sir Alec moved from table to 
table shaking hands and exchanging brief 
words with members of the League, 
many of whom were quite familiar. His 
eyes, however, constantly glanced at the 
closed circuit T.V. sets placed in these 
rooms which gave minute to minute de¬ 
velopments in the House of Commons, 
where the European Communities Bill 
was being debated. The Conservatives 
have already succeeded in a guillotine 
and taking into account the sharp divi¬ 
sions in the Labour Party on the subject, 
the passage of the Bill is a foregone con¬ 
clusion. 

In fact attention has already shifted to 
the next landmark in this direction, the 


Europe may still be vague in the minds of 
people but business circles arc doing 
exercises in working out the implica¬ 
tions of an eventual merger with Europe 
with a fair amount of exactitude. Mr J.D. 
Hallis, the chief spokesman of the London 
Stock Exchange, in a very interesting con¬ 
versation, revealed that most of the finan¬ 
cial institutions in Britain have been giving 
sufficient thought to this eventuality. He 
stated that in broad terms the capacity 
of the European financial institutions to 
finance industry has no comparison with 
their counterparts in London. 

The City of London, he pointed out, 
has already become a dominating force 
in markets for loans and deposits outside 
the national monetary boundaries. This 
has happened particularly in recent years 
when borrowers were not able to secure 
funds in New York following restrictions 
on overseas lending by United States, and 
they turned to places with comparatively 
less restrictions. London, he said, has 
more than 200 overseas banks with dc- 
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Hardev Singh, Assistant Editor 
Eastern Economist, is now In the UK 
on a Thomson Foundation fellowship 
for a course in Development 
Journalism. 


posits of more than £18,000 millions. Mr 
Hallis asserted that financial institutions 
such as insurance companies and unit 
trusts had retained comparatively more 
controls on their funds and they had suffi¬ 
cient discretion to invest in alternative 
channels. On the contrary similar insti¬ 
tutions in West Germany, for instance, had 
far more restrictions placed on them and 
their funds were tied to be invested in 
certain specific directions. Moreover, 
he said, British Industry had tended to be 
largely self-financing so that these insti¬ 
tutions had more surplus funds. 

During a recent visit to the office of 
Times, the editor of the business section 
gave several reasons for increase in the 
number of business news pages, which are 
now around seven every day in this pre¬ 
stigious daily. The most important reason 
was the increased coverage of economic 
and financial developments in European 
countries. This seems quite understand¬ 
able because the kind of people who read 
the Times would be keenly interested in the 
future of Britain in Europe and would 
like to know the latest there. The business 
section of the Times dated May 8, for ins¬ 
tance, contained an article in full detail 
on the pattern of financing, the construc¬ 
tion and operation of the proposed Chan¬ 
nel Tunnel, in which the French and Bri¬ 
tish governments will have a commanding 
position. The tunnel is likely to be opera¬ 
tive by 1980. Another significant develop¬ 
ment in the Times has been its publication 
of European supplements at intervals, 
These are published in their respective 
countries in French, Italian and German, 
along with Le Monde, La Stampa and 
Die Welt. 

Similarly a special report was published 
by the Times on savings banks on the oc¬ 
casion of the opening in London of the 
Tenth International Savings Banks Cong¬ 
ress. The leading article spread on the 
front page of the special report was prin¬ 
ted in three languages, English, French and 
German. All this is a straw in the wind of 
change which is now pushing Britain into 
its European future. 
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|area. It is unlikely that, by the end of the 
|transitional period, the arrangements for 
fsterling area countries will be more fa¬ 
vourable than for the EEC partners; in- 

! decd it is conceivable that the circums¬ 
tances could bring about a situation simi¬ 
lar to that indicated for trade. 

15 

? The EEC countries have ambitious 
.plans, in which Britain has agreed to play 
its part, for achieving monetary union by 
11980. An essential item is the progressive 
■telimination of the margins of fluctuation 
■in the Market between the exchange rales 
■*of member countries. The events of 1971, 

; with EEC currencies floating for a period 
j and then revalued by varying amounts, 

! have reinforced doubts that the ultimate 
^objective can'be achieved, at least within 
; ten years. However, the pressure towards 
tit, which will undoubtedly be maintained, 
ywill link sterling ever more closely to 
'! European currencies. 

r 

future role discussed 

; Sterling itself was not specifically an 
\ issue in the latest negotiations, but its 
; Junctions and future role under EEC mem¬ 
bership were discussed. Britain’s chief 
l negotiator in Brussels, Mr Geoffrey Rip- 
’ pon, said that Britain was prepared to 
“envisage an orderly gradual run-down of 
: ofllcial sterling balances after our acces- 
; sion,” and that “we shall be ready to dis- 
’ cuss after our entry into the Communi- 
; ry what measures might be appro- 
j prialc to achieve a progressive alignment 
of the external characteristics of, and prac¬ 
tices in relation to, sterling with those of 
other currencies in the Community in the 
t context of progress towards economic and 
monetary union...In the meantime we 
shall manage our policies with a view to 
* stabilising the official sterling balances in a 
, way which would be consistent with these 
longer-term objecti\es.“ 

i 

I Interpretation of these statements is 
\ not easy :the reference to the running down 
1 of the official balances contains no com- 
” milmenls as to the extent or timing - it 
; merely says that Britain is ready "to cn- 
■ visage" such action. The UK has made 
■ the difficulties clear: three conditions which 
would need to be satisfied, arc that any 
proposals would have to be acceptable to 
’ official holders of sterling who need an 
LA : .alternative reserve asset; that it should 
i not impose an unacceptable burden on 


UK resources and balance of payments; 
and that it should promote the stability of 
the international monetary system. Thus 
any action taken would have to meet the 
interests of Britain, Britain’s creditors, 
and the world as a whole. 

The statement leaves open the question 
of sterling's world role, and who is to 
accept responsibility for the debts that 
the sterling balances represent. The as¬ 
pect of the problem which, in the end, 
might prove most intractable, is to find an 
alternative asset which would combine a 
reasonable rate of return with liquidity, 
and be as acceptable as sterling to those 
countries which at present hold it in their 
reserves. 

Nevertheless, the Governor of the Bank 
of England recently pointed out that “in 
this country wc came to the conclusion 
some time ago that it was right that wc 
should not seek to perpetuate the use of 
sterling as a reserve currency... .it is not 
in our own interests to resist a decline in 
the reserve role of sterling”. Discussing 
two of sterling's “external characteristics” 
which Britain envisaged aligning with 
those of EEC countries, its role as 
a reserve and a trading currency, he said: 
“Official sterling could be handled in such 
a way as to enable us to take our full part 
in the progress towards economic and 
monetary unions. Meanwhile develop¬ 
ments in the trading role of sterling and 
other European currencies arc already 
well advanced on a path of convergence, 
and patterns of investment can be expected 
to move naturally in that direction also. 
In other words, in the coming years sterl¬ 
ing will continue to have its own character, 
but will become less distinctive and more 
like other major currencies in the EEC”. 

Thus over the post-war years the relative 
importance ol Ihc sterling area and of 
sterling as a reserve currency have 
diminished. Even so, and despite strains, 
both have shown resilience, though some¬ 
times with international support in the 
interests of general monetary stability. 
Now that Britain is about to enter the 
EEC and that changes in the basis of 
international liquidity generally are being 
discussed, sterling enters a new phase. 

Inevitably, it seems the role of both 
the sterling area and sterling as a reserve 
currency will continue to diminish. Never¬ 


theless, sterling is and will remain an im¬ 
portant trading currency, while the exper¬ 
tise and adaptability of the City of London 
so amply demonstrated by the part it has 
played in the development of the Euro¬ 
currency markets, are unimpaired. In 
the changes that lie ahead, these charac¬ 
teristics will be no less important than in 
the past, and they explain the confident 
expectation that, irrespective of the role of 
sterling, London will remain a great 
financial centre. 

Sources and acknowledgements: This is 
the second and concluding summary of a 
nine page report in the latest issue of the 
Midland Bank Review (Poultry, London 
E.C. 2P: 2BX), but the Bank is responsible 
neither for the emphasis of my summary 
nor for my interspersed comments, based 
on a veriety of sources. 

CORRECTION 

In the Eastern Economist dated 
May 19, on page 985, the last sentence 
of the penultimate para of the feature 
‘Movihg Finger’ should have mentio¬ 
ned the figure 98 per cent instead of 
9 per cent. 
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Advocating radical measures and insis¬ 
ted that the party should take into accbunt 
the difficulties experienced by chief minis¬ 
ters if a policy was to be framed on practi¬ 
cal lines. Raising her voice, Mrs Gandhi 
asked, “Where is the organizational struc¬ 
ture or the administrative set-up to im¬ 
plement a more radical policy?’’ 

Before some of us are tempted to con¬ 
clude from all this that Mrs Gandhi has 
become the wise and far-seeing'statesman 
who has at last resolved to defend the true 
interests of the country against the ideo¬ 
logical excesses of the wild men of her 
party, I would suggest that they should 
consider the improbability of Mr Subra- 
maniam publicly or semi-publicly airing 
views which might create genuine difficul¬ 
ties for him with the Prime Minister. 
The exchanges between the two, I sus¬ 
pect, were staged for the purpose of 
enabling Mrs Gandhi to serve notice of 
her displeasure on certain elements in 
her party who are seriously inclined to em¬ 
barrass the leadership by exploiting the 
land ceiling issue. 

That, on this occasion, Mrs Gandhi was 
compelled to plead that radicalism should 
be tempered by practical considerations 
relating to the organizational structure or 
the administrative set-up available for 
implementing policies was a development 
which was not without irony. When she 
nationalised the banks, it was by no means 
obvious that she had given much thought 
to the organizational or administrative 
needs or problems of nationalised bank¬ 
ing. She imagined no doubt that a 
section in the Finance Ministry, with a 
“committed” officer in charge, would 
suffice. For that wild miscalculation the 
national economy has been paying heavily 
since. Considering that the government 
has not realised or has not shown signs of 


In its issue of May 12, 

this journal had editorially criticised the 
Minuter for Parliamentary Affairs by 
suggesting that this minister had not 
enhanced the dignity of his office by 
treating lightly the ruling party’s res¬ 
ponsibility for ensuring a quorum 
for the orderly conduct of business in 
Parliament. I am happy, therefore, to 
find that the Prime Minister too does 
not have a good word to say for Mr 
Raj Bahadur’s attitude. Addressing the 
Congress Parliamentary Party on May 17, 
she made no secret of her view that her 
partymen were not taking the business of 
Parliament as seriously as they should. 
She rightly pointed out that the fre¬ 
quent lack of quorum indicated that MPs 
were neglecting their responsibilities. 

Her remarks were particularly appro¬ 
priate for the occasion since this meet¬ 
ing was mostly concerned with the issue 
of MPs’ privileges as posed by the Wil- 
lingdon Hospital incident. When MPs are 
so very conscious of their rights and so 
insistent on their privileges it is only pro¬ 
per that the electorate and the nation 
should expect them to attend to the duties 
and functions of a MP. The fact that the 
business of the country or the government 
or even the legislature can be carried on 
with or without MPs participating active¬ 
ly or adequately in the proceedings of 
Parliament is no justification for truancy 
being practised on a grand scale by the 
elected representatives of the people on 
whom the public exchequer is spending 
a pretty penny. As for the Minister for 
Parliamentary Affairs, I hope he at least 
realises that he has been roundly censured 
in the proper quarters. 

The Chief Minister of 

West Bengal is being taken to task 
in a section of the press for not 



WMihan, Who Represents one of the New 
Delhi Constituencies in the Lok Sabha, 
has accused hint of running with the hare 
and hunting with the bounds. I am sur¬ 
prised that Mrs Gandhi should have felt 
aggrieved if one of the members of her 
party happens to possess this necessary 
political aptitude or skill. Running with 
the hare and hunting with the hounds is, 
after all, a dynamic (or radical) version of 
sitting on the fence which is recognised to 
be a useful accomplishment in politics 
and the politician in Mrs Gandhi must 
surely appreciate the great advantage to 
her party of having in its ranks persons 
who enjoy running with the hare and 
hunting with the hounds when they are 
not sitting on the fence. 

It is obvious that one’s own partymen, 
who are thus accomplished, perform a use¬ 
ful function by keeping other parties or 
politicians in opposition guessing. Take, 
for instance, Mr Y. B. Cnavan. Had he 
not kept Messrs Nijalingappa & Company, 
wondering “Will he ? Won’t he ? during 
all those critical manoeuvres which cul¬ 
minated in' the great split, the recent his¬ 
tory of the Congress could well have been 
differently shaped. Mr Shashi Bhushan, 
however, is not Mr Chavan and it is of 
course of far less consequence to Mrs 
Gandhi or her party whether he does 
more of running with the hare than of 
hunting with the hounds or vice versa. 

The so-called "clash" 

between the Prime Minister and Mr C. 
Subramaniam over the issue of land ceiling 
has all the appearance of a put-up job. 
According to The Times of India , reporting 
on the high-level conference held in New 
Delhi on May 12, Mr Subramaniam de¬ 
manded that a truly radical approach 
should be adopted in determining the ceil¬ 
ing so that enough land could be made 
available for distribution among the land¬ 
less. He called upon the Prime Minister 
to treat the matter as one for a political 
decision and give a bold lead to the party 
and the government. The Prime Minister, 
showing every sign of being annoyed, 
if not exasperated, retorted that it was no 
use their vying with one another in 


having realised how grave the consequen- 
cences of its lapses have been in this case, 
it is not easy to accept at its face value 
the Prime Minister’s conversion to 
pragmatism in the matter of land ceil¬ 
ings. What seems to have happened is 
that the fear has been put into her that 
certain persons who do not have the good 
of her government at heart, may well 
manage to run away with her party’s radi¬ 
cal clothes. 


entering a caveat against his wife see¬ 
king or securing nomination as the 
Congress candidate in the by-election 
for the Lok Sabha seat which he has 
had to relinquish. This suggests that some 
of his critics on this occasion were in¬ 
clined to assume that Mr Siddhartha 
Shankar Ray was not of the run-of-the- 
mill politicians. Why they should have 
thought so I do not know. There are very 
few idealists left in politics today and the 
few that there may be have not the sligh¬ 
test chance of becoming chief ministers or 
even deputy ministers. As for Mrs Ray, 
she is evidently not the first practising 
lawyer to have appreciated the professio¬ 
nal and financial advantages of being able 
to take up residence for several parts of the 
year as a MP in 
New Delhi which is 
also the seat of the 
Supreme Court. 


MOVING 
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TRADE 

WINDS 


UNCTAD III 

The deliberations at Santiago 
came to an end on May 21 
in an atmosphere of great 
distrust between the develop¬ 
ing and developed countries. 
The poor countries felt that the 
rich countries were reluctant 
to arrive at any solution with 
regard to commodity prices 
and reformation of the inter¬ 
national monetary system 
which would be beneficial to 
the former. The delegate from 
Venezuela in particular gave 
strong expression to the re¬ 
sentment of the poor countries. 
He said that when the rich na¬ 
tions put their minds to solve 
their own problems, they were 
“swift and diligent” but when 
they discussed problems of 
interest to poor nations, they 
were “miserly and selfish”. 
The plea of the developing 
countries for a special session 
of the UNCTAD committee 
on commodities to be con¬ 
vened in October this year 
“for the purpose of organising 
intensive inter-governmental 
consultations”, was rejected 
by the developed countries. 
The negotiations regarding 
primary products, according 
to the rich countries, could 
be held under the auspicies of 
the GATT only. The USA and 
six other developed countries 
refused to accept the com¬ 
promise on monetary problems 
including the “link between 
special drawing rights and 
development finance”. 

Company Act 

A Bill to amend the Com¬ 
panies Act is likely to be in¬ 
troduced in the current session 
of Parliament. The amend¬ 
ments proposed are under go¬ 
vernment's active considera¬ 
tion. This was stated by the 


Minister for Company Affairs, 
Mr K.V. Raghunatha Reddy, 
at a meeting of the Consulta¬ 
tive Committee of his De¬ 
partment held on May 17. 

Subjects discussed included 
regulation of intercorporate in¬ 
vestments, progress of investi¬ 
gations into the affairs of cer¬ 
tain companies and action 
taken against non-submission 
of annual reports and audited 
accounts by companies. 

A Member referred to the 
time taken for disposal of 
applications under the Mono¬ 
polies and Restrictive Trade 
Practices Act. Mr Raghunatha 
Reddy said that while the Act 
laid down a lengthy procedure, 
his Department exerted its ut¬ 
most to dispose of the appli¬ 
cations with expedition. The 
average time for disposal of 
an application was three to four 
months. Of the 229 cases re¬ 
ceived so far under Sections 
21 and 22 of the Act, 149 had 
been disposed of and another 
25 referred to the Cabinet Com¬ 
mittee for Economic Co-ordi¬ 
nation. Thirty-three cases had 
been considered by the Advi¬ 
sory Committee constituted for 
dealing with applications un¬ 
der the Act and sixteen are 
awaiting consideration by it. 
The remaining six stood re¬ 
ferred to the Monopolies Com¬ 
mission. 

The Monopolies Commis¬ 
sion had disposed of 17 out of 
24 cases referred to it under 
Sections 21, 22 and 23 of the 
Act. 

Discussing inter-corporate 
investments, a Member sugges¬ 
ted that there should be a 
strict watch on the debt-equity 
ratio and inter-corporate in¬ 


vestment should be permitted 
only in cases where it is better 
than 1:1. In approving such 
investment, it was further sug¬ 
gested, the Company Affairs 
Department should lay down 
a condition that as soon as the 
debt equity ratio underwent 
a change for the worse, there 
would be a compulsory dis¬ 
investment of investments 
made in subsidiaries or other 
companies. In the calculation 
of debts, unsecured deposits 
received from the public 
should be included. 

The Committee was inform¬ 
ed that the government had 
under consideration suitable 
further amendments to Sec¬ 
tion 372 of the Companies Act 
which sought to regulate inter¬ 
corporate investments. Inter¬ 
corporate investments were not 
permitted where there were 
reasonable grounds for sus¬ 
picion that the underlying idea 
was to gain control over 
management of companies or it 
was for speculative or other 
malafide purposes. The guid¬ 
ing principle was the interest 
of both the companies in gene¬ 
ral and of the shareholders in 
particular. The relevant pro¬ 
visions were not applicable to 
private companies which were 
not subsidiaries of public com¬ 
panies. 

As regards debt-equity ratio, 
it was pointed out that there 
was no statutory prescription 
of any particular ratio. While 
financial institutions generally 
considered 2-1 to be reasonable, 
in practice, the ratio may be 
different for different industries 
and even companies placed in 
different situations at different 
points of time. 

The Committee was also in¬ 
formed that 2264 prosecutions 
were launched in 1970-71 
against companies which fail¬ 
ed to file balance-sheets and 
profit and loss accounts with 
Registrars of Companies as 
required under the Companies 
Act. 

A Member made the sugges¬ 
tion that in cases where a part¬ 
ner of a firm of solicitors was a 
director of a company, the 
company should not be per¬ 
mitted to appoint the solicitors 


firm as legal advisors. 

Weights and Measures 

The Weights and Measures 
(Law Revision) Committee, 
commonly known as the Maitra 
Committee, has recommended 
legislation to provide for strict 
punishment for the infringe¬ 
ment of laws relating to weights 
and measures. For this pur¬ 
pose, the committee has drafted 
a Model Bill to be adopted by 
the states. 

The Committee was set up 
in 1966 under the chairman¬ 
ship of Mr S.K. Maitra, Joint 
Secretary, Ministry of Law 
and Justice. Mr Maitra presen¬ 
ted the report recently to Mr 
Moinul Haquc Choudhury, 
Union Industrial Development 
Minister. 

The committee in its report 
has made a number of re¬ 
commendations. One of the 
recommendations relates to 
the revision of the Central 
Law relating to weights and 
measures so as to include 
therein the International Sys¬ 
tem of Units of weights and 
measures (SI) and other units 
recommended by the General 
Conference of Weights and 
Measures (CGPM). The SI 
consists of seven base units, 
two supplementary units and 
about 45 derived units besides 
special units which could be 
used along with the SI. 

The revised Central Bill is 
a comprehensive legislation co¬ 
vering all the various aspects, 
namely the system of numera¬ 
tion, the regulation and cont¬ 
rol of inter-state trade in rela¬ 
tion to the weights and mea¬ 
sures and commodities sold by 
weight, measure or number, 
weighing and measuring inst¬ 
ruments, training of personnel, 
export and import of weights 
and measures, penalties for 
offences etc. In keeping with 
the revision of the Central 
Laws, it was also necessary 
to revise the State Laws and 
for that the Committee. has 
prepared the draft of a Model 
Bill, which is intended to be 
enacted by the state Legis¬ 
lature. 

The committee estimated 
that the monetary value of the 
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general and ^retail commercial 
transactions parried out in the 
country on tie basis or weights 
and measures was Rs 16,000 
crores. Even one per cent 
error m the commercial trans¬ 
actions, caused by inaccurate 
weight and measure can cause 
an annual loss of Rs 160 crores. 
In the absence of proper en¬ 
forcement of the law relating 
to weights and measures losses 
up to even five per cent can 
easily occur, which will raise 
the loss figures five-fold. Simi¬ 
larly, an annual toss of Rs 
140 corres may be caused to 
farmers and peasants who 
produce annually Rs 14,000 
crores worth of foodgrains and 
farm produce, which are sold 
by weights and measures. Thus 
if the extent of the error rises 
to five per cent, it may cause a 
loss to the consumers and to 
the farmers to the extent of 
Rs 7,500 crores over a plan 
period of fiye years. 

Tourism and Civil 
Aviation 

There are 70 new hotal pro¬ 
jects under various stages of 
construction in different parts 
of the country for tourists. 
On completion these proecjts 
will add 7,675 rooms to the 
existing capacity of 9,945 hotel 
rooms in 183 approved hotels 
in the country, according to 
the annual report of the Mi¬ 
nistry 'of Tourism and Civil 
Aviation for the year 1971-72. 

The interest evoked in hotel 
investment as a result of vari¬ 
ous incentives offered by the 
government continued to grow 
during the year, according to 
the report. A number of pri¬ 
vate parties entered hotel busi¬ 
ness for the first time. 

The Rsfive-crore hotel de¬ 
velopment loan scheme, put in 
operation in 1968 to give finan¬ 
cial assistance to hotel in¬ 
dustry, received an additional 
allocation of Rs 6.5 crores dur¬ 
ing the year under review. 

Loans to the tune of Rs 
8.95 crores for 22 hotel pro¬ 
jects were approved till the 
end of March 1972. Of this 
the total disbursements were 
Rs 4.22 crores. These pro¬ 
jects when completed at a total 
cost of Rs 21.76 crores will 
add 2143 hotel rooms to the 


existing capacity. 

Two new hotels were opened 
during the year by the India 
Tourism Development Cor- 

B ration in the public sector, 
otel Ashoka—Bangalroe and 
Akbar Hotel in New Delhi. 
The Ashoka Bangalore with 
182 bed capacity is the first 
hotel project constructed by 
the Corporation. Akbar 
Hotel in New Delhi, opened in 
a building built by the New 
Delhi Municipal Committee, 
has 316 bed capacity. 

The ITDC had started const¬ 
ruction of a 100 room transit 
hotel at Dum Dum at a cost of 
Rs 120 lakhs. At Kovalam, 
work on 40 beach cottages was 
nearing completion. 

During the year Air India en¬ 
tered hotel industry with sett¬ 
ing up a wholly subsidiary 
company for hotels under the 
Companies Act. The imme¬ 
diate proposal is to construct 
a 350 room five-star beach 
hotel at Juhu and a 50 room 
transit hotel at Santa Cruz, 
Bombay. 

Institute of Tourism : It has 
been decided to set up an insti¬ 
tute on tourism, as part of the 
sustained and planned effort 
for development and promo¬ 
tion of tourism. 

The International Labour 
Organisation has offered assis¬ 
tance for setting up of the 
institute. The services of an 
expert are being obtained under 
UN Technical Assistance Pro¬ 
gramme for preparing a pro¬ 
ject report. 

The institute will provide 
suitable training facilities to 
personnel serving in the tourist 
industry to ensure availability 
of trained personnel at all 
levels. It will undertake re¬ 
search in the field of tourism 
and also serve as a consulting 
institute and documentation 
centre. 

Tourist Arrivals : A total 
number of 300,995 tourists 
arrived in India during 1971, 
compared to 280,881 in 1971. 
The year started on a promising 
note, according to the report. 
The cummulative increase was 
18 per cent in the first quarter. 
Subsequent developments on 
the Indian sub-continent and 
the monetary crises effecting 
the western countries, gravely 


retarded the flow of tourist 
traffic, the cummulative increase 
declined by the end of Sep¬ 
tember to half that of the first 
quarter. October and Novem¬ 
ber again registered a record 
increase of 26.7 per cent and 
26.8 per cent respectively over 
the corresponding figures for 
the previous year. There was, 
however, a serious set back in 
December following Pakistan’s 
aggression, resulting in a dec¬ 
line in tourist arrivals by 
42.6 per cent as compared to 
the fibres in December 1971. 
The total growth of traffic dur¬ 
ing 1971 was 7.2 per cent com¬ 
pared to 15 per cent last year. 

New Air Terminal For 
Delhi The master plan and 
programme drawings for a 
new air terminal at Delhi are 
being prepared by Aeroport 
de Paris (Paris Airport Autho¬ 
rity) and Dr Buckminster 
Fuller, the world renowned 
architect and comprehensivist. 
They were engaged in 1971 as 
consultants and architectural 
advisers to prepare master 
plans for new airports at 
Delhi, Bombay and Madras. 
The Indian counterpart team 
of architects has been closely 
associated with the drawings 
of the new air terminal at 
Delhi. 

Until such time as the new 
air terminal complexes are 
ready, interim modifications 
have been done at the three 
terminals at Delhi, Bombay 
and Madras. 

At Delhi construction of a 
new domestic arrival block and 
a new international arrival 
block was completed during 
the year. Modifications to the 
existing terminal buildings at 
Bombay and Madras were also 
completed. 

A new terminal building at 
Hyderabad for domestic air 
traffic was opened to traffic. 

Work connected with the 
strengthening and extension of 
runways, taxi-ways and ap¬ 
rons for smoother operation 
of the increasing number ot 
aircraft using the international 
airports was completed during 
the year. 

Shipping 

Large bulk carriers and tan¬ 
kers of upto 100,000 DWT will 


be handled at the ports of 
Visakhapatnam, Madras and 
Marmagao, once the various 
development schemes of shipp¬ 
ing and major ports are com¬ 
pleted as part of the fourth 
Five-Year Plan. This is stated 
in the annual report of the 
Ministry of Stopping and 
Transport for the year 1971-72, 
which has just been issued. 

On December 31, 1971, In¬ 
dia’s mercantile marine fleet 
consisted of 255 ships with 
24,99,695 GRT, of these, 
193 vessels of 22,82,092 GRT 
were on overseas trade routes, 
while 62 ships of 2,17,603 
GRT were engaged in the 
coastal trade. Tonnage added 
during April-December, 1971. 
was 68,343 GRT while 13,219 
GRT of coastal tonnage, 4 
ships, was sold or scrapped dur¬ 
ing the year. Thus, there was 
a net addition in the tonnage 
of 55,124 GRT. 

In the liner trade, Indian 
flag ships now carry about 40 
per cent of India's foreign- 
trade while in bulk cargoes, the 
proportion is about 20 per 
cent.,' 

Ship-Building : Ship-build¬ 
ing activities are well estab¬ 
lished in our country. The 
Hindusthan Ship Yard, Visa- 
khapatnam, has recently em¬ 
barked on the construction of 
ships of21,000 DWT as against 
ships of 14,000 DWT. Work 
on the Cochin Shipyard has 
commenced and the shipyard 
is likely to be commissioned in 
October, 1975. This will en¬ 
able the country to build ships- 
upto 85,000 DWT and will be 
able to repair ships upto 
100,000 DWT. 

Hindusthan Shipyards Order 
Book : The Hindusthan Ship¬ 
yard has got orders for 14 
vessels at present. There are 
seven vessels of about 
13,000 DWT each and seven 
of about 21,000 DWT each. 
Negotiations to procure orders 
for vessels to keep ihc ship¬ 
yard fully busy till the end 
of 1975 are in progress. The 
target for 1972-73 is three car¬ 
go ships totalling about 40,200 
DWT besides one dredger for 
Visakhapatnam Port Trust. 

Shipping Corporation: Dur¬ 
ing the year 1970-71, the Ship¬ 
ping Corporation of India 
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[earned a net profit of 
:'Rs 6.91 crores against 
$U5»51 crores in 1969-70. 
tin 1970-71, six ships comp¬ 
rising 1.65 lakh GRT were 
Redded to the Corporations 
^fleet. The gross tonnage of 
^vessels owned increased from 
^4,98,800 tonnes as on March 
331, 1970, to 8,84,596 tonnes 
in December, 1971. The num¬ 
ber of vessels owned in De- 
tcember 1971 was 79 as against 
:71 in March 1970. 

Future Expansion : The 
Shipping Corporation has 31 
;ships aggregating 10.50 lakh 
,DWT under order, at present, 
.with various shipping yards 
in India and abroad. In 1971, 

{ the Corporation placed orders 
for ships of a total DWT of 
.5.95 lakhs, the highest ever 
during one single year. 

Coal 

Addressing the 80th Annual 
.General Meeting of the Indian 
Mining Association, Mr R. 
Lall, chairman, stated that the 
present maladies of the indust¬ 
ry arose from the chronic 
shortage of rail transport, fre¬ 
quent power cuts and enforced 
stagnation. Referring to the 
take-over of coking coal mines, 
he observed that in the con¬ 
text of rationalising produc¬ 
tion of metallurgical coals, 
one could hardly question the 
government’s decision to 
bring these mines under state 
ownership. On the question 
of further nationalisation, he 
referred to the Prime Minis¬ 
ter's recent statement that her 
concept of socialism did not 
involve “wholesale nationali¬ 
sation ” and also to the subse¬ 
quent official statements that 
the government had no inten¬ 
tion to nationalise non-coking 
coal mines. 

The industry was, according 
to Mr Lall, most concerned at 
the adoption by the West 
Bengal Assembly of a non- 
official resolution recommend¬ 
ing that coal should be na¬ 
tionalised. Mr Lall felt that 
the reasons ascribed in support 
of this resolution clearly indi¬ 
cated that the coal industry’s 
present malaise bad not been 
fully understood. This malaise, 
according to him, arose prin¬ 
cipally from what was des¬ 
cribed as “Jack of growth”. Mr 


Lall stated that whereas the 
industry was asked tb produce 
something like 26 n$lion ton¬ 
nes at the end of the third 
Plan from the Raniganj Coal¬ 
field, it was subsequently in¬ 
formed that for the fourth Plan, 
not more than 20 million tonnes 
would be required. Conse¬ 
quently, production stagnated 
for five years at this level and 
fell to the 1961-62 levels last 
year as a result of failure in 
transport. 

In relation to future demands 
so far projected, Mr Lall was 
at pains to point out that very 
little or no growth had been 
provided for the coalfields in 
West Bengal up to 1978-79 
on the basis of the projections 
so far contemplated. He main¬ 
tained that it was this basic 
factor of lack of growth that 
was responsible primarily for 
the failure in some cases to 
pay proper wages. In regard 
to royalties, he stated that the 
present impasses on payment" 
was due principally to frequent 
shifts in the stand of the state 
government since 1957, and 
that although the industry had 
by and large implemented the 
settlement recorded in 1966, 
this settlement had since been 
repudiated by the state. 

Import of Machinery 

The Foreign Trade Ministry 
has announced that facilities 
for import of machinery and 
raw materials available to In¬ 
dians returning from or re¬ 
siding abroad will also be 
available to Indians who have 
already returned from abroad. 

Under this policy machinery 
up to a c.i.l. value of Rs five 
lakhs will be allowed to be im¬ 
ported if it is purchased with¬ 
in an applicant’s foreign ex¬ 
change earnings abroad. The 
machinery to be imported 
should be for setting up a small- 
scale unit in which an appli¬ 
cant has a substantial financial 
interest of not less than 51 per 
cent. 

The ministry will not permit 
sale of imported machinery for 
five years. The permissible raw 
materials and components will 
be allowed to be imported for 
meeting requirements for one 
year. The purchase will have 
to be financed out of the appli¬ 


cant's foreign exchange earn¬ 
ings abroad. 

It has been laid down that 
in the case of Indian nationals 
returning from abroad neither 
the foreign exchange earnings 
(Brought in as plant and ma¬ 
chinery and raw materials and 
components) nor profits will 
be allowed to be repatriated. 

In the case of persons of In¬ 
dian origin living abroad con¬ 
ditions applicable to invest¬ 
ments companies engaged in 
industrial activity would be 
applicable if a limited company 
is formed. Neither the capital 
nor the profits would be allow¬ 
ed to be repatriated. So long 
as the investor does not take 
Indian citizenship all amounts 
due to him will be credited to 
his non-resident blocked ac¬ 
count in India. 

Sugar 

The present partial decontrol 
on sugar will go. Indicating 
this in the Rajya Sabha re¬ 
cently the Union Minister of 
Agriculture, Mr Fakhruddin 
Ali Ahmed, said that the new 
policy would be announced well 
before the next sugar season. 
A higher remunerative price 
for cane growers, which would 
remain stable for at least three 
years, was also being consi¬ 
dered. The rise in prices was 
due to a steep fall in sugar 
production this year which 
was estimated at 3.1 million 
tonnes against the consumer 
demand of 4.0 to 4.1 million 
tonnes. 

Pressure Cooker 
Technology 

Although, initially, the con¬ 
cept and technology of the 
pressure cooker was impor¬ 
ted into India from the 
West, two Indian firms were 
licensed to receive technical 
know-how from British colla¬ 
borators and commenced 
manufacture of pressure cook¬ 
ers in 1959. One of these firms 
viz.. Pressure Cookers & App¬ 
liances Private Ltd, is today in 
a position to re-export pressure 
cooker technology. After five 
years of research and develop¬ 
ment conducted independently 
in India, this firm has been 
able to announce basic im¬ 
provements in design and ma¬ 


terials. In the British design, 
the handle bar and tht handle 
bracket were made of carbon 
steel and CRCA steel, respec¬ 
tively, and were subject to cor¬ 
rosion, particularly under tro¬ 
pical conditions and abrasive 
cleaning methods, also, the 
method of closing was com¬ 
plex; it relied upon the align¬ 
ment of three different sets 
of components. Through the 
efforts of its engineers and 
technologists, the Indian firm 
has redesigned this pressure 
cooker, employing by a special 
non-ferrous alloy which is rust¬ 
proof. This is probably the 
first time necessary spring ac¬ 
tion has been given through 
design and processing to such 
a non-ferrous alloy. The com¬ 
plicated method of closure is 
simplified by reducing the re¬ 
quirement of alignment to two 
sets which are now invariably 
in alignment. These impro¬ 
vements await patents in India 
as well as abroad. Among 
the benefit, to the nation of 
PCA’s research is import subs¬ 
titution. Carbon steel, which 
has since been replaced, was an 
imported item. Further, 
through a change in design, 
two components, which were 
made of imported stainless 
steel, have also been elimina¬ 
ted. 

Leather Exports 

Mr A. Nagappa Chettiar, 
chairman of the Leather Ex¬ 
port Promotion council stated 
at a news-conference in Mad¬ 
ras recently that ambitious tar¬ 
gets had been fixed for leather 
exports. By the end of the fifth 
five-year Plan, the country 
should be exporting over Rs 
160 crores worth of leather 
goods consisting of E.I. Tan¬ 
ned Rs 30 crores; wet blue 
crome tanned Rs 15 crores; 
finished leather Rs 50 crores; 
foot-wear Rs 50 crores; leather 
goods Rs 10 crores and reptile 
skins Rs five crores. Mr Chet¬ 
tiar disclosed that for the first 
time in 1971 a breakthrough 
had been achieved in the ex¬ 
port of foot-wear to the USA 
when over Rs two crores worth 
of goods, mostly suitable for 
women, had been exported. 
While Bombay and Calcutta 
were leaders in the export of 
foot-wear and leather goods, 
Madras also had progressed 
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sinificantly } in recent times. 
Toe USSR continued to be the 
•largest impolter of Indian foot* 
wear, he said; 

The export of finished lea¬ 
ther had recently increased, 
thanks to the air-lifting facili¬ 
ties at subsidised rates made 
available to the industry by the 
Government of India agreeing 
to pay 50 per cent of airfreight. 
Mr Chettiar added that India 
had all the raw material, tech¬ 
nical skill as well as other 
facilities to make aM round ra¬ 
pid progress in this field. What 
the country lacked was ade¬ 
quate machinery to do skilled 
jobs in foot-wear, leather 
goods and finished leathers. 
Many machinery suppliers from 
Western Europe had offered to 
participate in the Asia 72 exhi¬ 
bition and he hoped that this 
would be taken advantage of 
by the industry and the go¬ 
vernment to equip the leather 
industry with a view to further 
India's export possibilities. 

Hotel Palmgrove 

The luxurious Hotel 
Palmgrove in Madras 
city was opened to the public 
on May 18, 1972. It has 101 
rooms including single rooms, 
double rooms, suites and 
deluxe cottages—all aircondi- 
lioned. 

Among its salient features are 
(a) Round the clock tea and 
snack service, (b) telex facili¬ 
ties, (c) secretarial services, 
(d) telephone in every room, 
(c) four channel music in every 
room, (f) fridge in all air-con¬ 
ditioned rooms, etc. The hotel 
proposes to have soon a swim¬ 
ming pool, fully equipped con¬ 
ference hall and a-la-carte 
restaurant of international 
standing with a seating capa¬ 
city of 200 at one time. 

Swedish grant of paper 

India and Sweden recently 
signed an agreement under 
which Sweden will provide 
20,000 tons of paper to India 
worth Rs. 35 million (S. Kr. 
23 million). The agreement 
was signed by the Swedish 
Ambassador Count A. Lewen- 
haupt on behalf of the Royal 
Swedish Government and by 
Mr R.’ Tirumalai, Joint Secre¬ 
tary, Ministry of Finance, 


on behalf of the Government 
of India. The sale proceeds 
of the paper will be spent on 
development and other 
schemes included in the 
five-year Plan. The Royal 
Swedish Government has also 
earlier presented 45,000 tons 
of paper for printing school 
text-books. 

Gold Price Up 

The price of gold rose to 
new. post-war highs in the 
European financial capitals 
last week. In London, it rea¬ 
ched a new post-war peak at 
857.50 an ounce. In Paris, 
a one-kilo ingot changed hands 
at $55.36 an duw%. The main 
reasons for the rise were the 
heavy industrial use of gold 
and the monetary uncertainty 
highlighted by the resigna¬ 
tion of President Nixon’s 
Treesury Secretary, Mr. John 
Conally. In Bombay, gold 
touched the highest price at 
Rs 235 per 10 grammes on 
May 19. 

lEA’s Consultancy 

The consultancy sympo¬ 
sium, which was organised by 
the Indian Engineering Asso¬ 
ciation recently has sug¬ 
gested that concerted efforts 
should be made to indigenously 
develop technology for the 
production of sponge iron 
which could pave the way for 
setting up mini steel plants in 
the country based on iron ore. 
Since the cost of production 
of these small units would be 
slightly higher than that of the 
integrated large steel plants, 
there was a consensus at the 
symposium that power supply 
should be made available for 
such ventures at concessional 
rates. The concession to be 
given could be debited to the 
research and development ac¬ 
count. The proposal evoked 
a favourable response from the 
Secretary for the Steel Minis¬ 
try, Mr H.C. Sarin. Mr Sarin 
promised that the state elect¬ 
ricity boards would be app¬ 
roached to examine the possi¬ 
bilities in this regard. For a 
50,000 tonnes capacity steel- 
making unit, the appropriate 
electricity tariff, it was felt, 
ought to be 4.5 paise per kwh. 
This tariff would reduce the 
cost of production of a mini 


steel plant based on iron ore 
or sponge iron to about 610 
per tonne of saleable billets. 

The symposium also pleaded 
for greater reliance in the near 
future on the expansion of the 
existing steel plant. This was 
also agreed to in principle by 
Mr Sarin. The expansion of 
the existing steel plants, it 
was stressed, would bring down 
the cost of production of steel. 

The symposium suggested 
that the Indian Engineering 
Associaton should be represen¬ 
ted on the National Committee 
of Science and Technology 
and the Panel of Experts to 
promote the All-India Insti¬ 
tute of Consultants, as sugges¬ 
ted by the Venkatraman Com¬ 
mittee. 

Since there is a specific gap 
between imported technical 
documents and detailed manu¬ 
facturing drawings required 
for the manufacture of heavy 
machinery in India, in the 
nature of systems engineering, 
knowledge of spare capacity 
available with various engineer¬ 
ing workshops, etc., tripartite 
agreements, it was emphasised 
should be made between fo¬ 
reign licensors, local licensees 
and suitable engineering orga,- 
nisations. Standardisation of 
contract conditions was also 
recommended with a view to 
avoiding protracted negotia¬ 
tions and consequential de¬ 
lays in the completion of pro¬ 
jects. An encyclopaedia on 
a national basis, it was sugges¬ 
ted, should be compiled show¬ 
ing indigenous availability of 
raw materials, saleable and 
captive know-how equipment, 
spare parts and also inter¬ 
relationship of these items with 
various industries as is done 
in the technologically deve- 
vcloped countries. 

Paper Output 

There has been an increase 
of over 22,000 tonnes in the 
production of paper and paper 
board over the past year. In 
1971, nearly 781,000 tonnes of 
paper and paper board were 
produced in the country as 
against 759,(XX) tonnes pro¬ 
duced in 1970. The output in 
1969 was 707,000 tonnes. 

Out of the 781,000 tonnes 
of paper and paper board pror 


duced last year, writing am 
printing paper accounted fo 
464,000 tonnes—more than 5( 
per cent of the total productioi 
— and wrapping paper fo; 
163,000 tonnes. The pro 
duction of paper board wa; 
nearly 126,000 tonnes. Las 
year, the country also producer 
over 40,000 tonnes of news 
print. 

During the first three month; 
of 1972, the production oi 
paper and paper board is esti¬ 
mated to be 207,000 tonne; 
and newsprint 11,000 tonnes. 

Rajdhani Express 

Western Railway Commis 
ssioned on May 17, 1972 

the fully air-conditioned Raj¬ 
dhani Express on Bombay 
Delhi route. Similar air-condi¬ 
tioned train has already 
been running on Calcutta-Delh 
route. 

With the commissioning o 
the Rajdhani Express on Bom 
bay-Delhi route the Railway: 
have taken a further step to 
ward import substitution. A: 
opposed to previous trains 
the latest Rajdhani Expres? 
uses almost 95 per cent indi 
genous parts. Even the so 
phisticated controls for thi 
power plant are indigenouslj 
made. The credit for this fea 
goes to the Agro-Induslria 
products Division of Volta; 
Limited as well as to a smallc; 
company, Hakotronics Pvt 
Ltd. Hakotronics, a small uni 
managed by a foreign-returnee 
technocrat, designed and supp 
lied the complete control sys 
stem for the power plant. No 
only that but all these sophisti¬ 
cated solid state electronic 
controls were made largely 
from indigenous component; 
and raw materials. 

Freight Hikes and 
Wagon Exports 

Ocean freight rates have 
been, moving upward year a tie; 
year to the considerable detri 
ment ot export trade. Nor 
mally, export contracts, parti 
cularly ol engineering products 
arc concluded on CIF prici 
basis with the freight elemen 
weighing largely in the overa 
cost structure. According u 
Mr R.C. Maheshwari, Chair 
man, 1EA Railway, Wagoi 
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Component Division, In* 
-in wagon exporters have 
'tide promising headway in re- 
l itit years. However, their 
^Impetitive strength has been 
^togressively eroded owing to 
fk frequent freight hikes which 
|*reaten to price Indian wagon 
"ports out of world markets. 

, 'Considering the fact that 
]&gon export contracts nor* 
jjally run over a duration of 
/o or three years and arc en- 
fed into on a firm price basis, 
'tch steep and frequent hikes 
Evolve the wagon exporters 
i heavy, unforeseen expendi- 
-tres, which, in turn, can only 
.jrve to discourage further 
’entures into the export field. 

In this context, the recent de- 
ision of the Calcutta/USA 
Conference to go in for a gene- 
il increase in freight rates in 
i the India/USA trade by as 
luch as 12 per cent (for 
filings to the West Coast of 
JSA) cannot but be an omi- 
ous portent for possible fur- 
ier increases in the India- 
fK Conference rates as well 
;hich would cripple the wagon 
xport trade. 

Vorld Bank and Small- 
Scale Industry 

. A paper published on May 
5, 1972, says that the World 
tank will assist small-scale 
ldustry, support tension ser- 
ices and give technical advice 
n sector priorities and project 
icntification in the developing 
ountries. The Bank Group 
/ill actively promote the crea- 
ion of new planned industrial 
entres, particularly in those 
ountries where industrial 
rowth needs stimulus and 
ireclion. 

The paper warns that indust- 
ialization cannot propel a 
ation from technological ob- 
olescence to material pros- 
erity and full employment 
vemight. New urban jobs 
reated by industry in most 
cveloping countries have fail- 
d to solve unemployment pro- 
lems resulting from the popu- 
ition explosion. 

Manufacturing has been the 
irgest single source of new 

tSTERN ECONOMIST 


urban employment fy poorer Ltd., Kanpur has been re-ete c- 
countries. But industry has ted as President of the Upper 
not fulfilled widely^lsbld ex- India Chamber of Commerce 
pectations about its iiftpact on for the year 1972-73. 
employment. 

Mr B.N. Swarup, Joint Sec- 
The paper urges developing retary in the Ministry of For- 
countries to adopt an outward eign Trade and Member of the 
orientation toward industry, Indian Delegation to 
and says the Bank Group wants UNCTAD III, was unani- 
to help them achieve a more mously elected spokesman of 
efficient and internationally 
competitive manufacturing sec- 
tor. 


Group of “77” in Committee 
One of UNCTAD III. Mr 
Swarup was also been unani¬ 
mously elected chairman of 
the working Group of 
Groud r* on the 1973 World 
Trade Negotiations. These 
negotiations will be compre¬ 
hensive in nature and will cover 
all barriers to trade in manu¬ 
factures as well as commodities. 


Iron Ore Contracts 

A series of export contracts 
aggregating 1.3 million tonnes 
of iron ore have been conclud¬ 
ed by an MMTC delegation 
headed by Mr V.S. Bhalnagar, 
General Manager, which visi¬ 
ted some of the east European 
countries recently. The count¬ 
ries covered were C/echolso- 
vakia, Poland and Hungary. 
The contracts with Czechoslo¬ 
vakia provides for export of 
720,000 tonnes, that with Po¬ 
land 450,000 tonnes and with 
Hungary 110,000 tonnes. To¬ 
tal value of the contracts con¬ 
clude with these three count¬ 
ries amounts to more than 
nine crores of rupees. 

A delegation of the MMTC 
had also visited Rumania and 
Bulgaria in February/March, 
1972. The MMTC has con 
eluded contracts for a total 
quantity of nearly 3.5 million 
tonnes so far with these five 
countries during 1972-73. 

Names in the News 

Mr S. N. Cooper, Financial 
Director of Associated Cement 
Cos. Ltd., died on May 13, 
at Bombay, after heart attack. 
He was 62. Mr Cooper joined 
ACC as Deputy Accountant in 
August 1938, rose to become 
Financial Controller in 1963 
and was designated Financial 
Director in March 1970. He 
was a member of the Cement 
Manufacturers’ Association, 
a Fellow of the institute of 
Chartered Accountants of Eng¬ 
land and Wales as well as of 
India, and a Member of the 
Institutes of Costs and Works 
Accountants of England and 
India. 

Mr Ramwshwar Tantia* 

chairman, Elgin Mills Co‘ 



We offer every facility 
to $ave and to 
open Current 
Savings, Fixed 
and Recurring 
Deposits. 

HEAD OFFICE: CALCUTTA 



1028 


MAY 26, 197 






PANY 


AFFAIRS 


»»« »»»» 

■■uiawiaw 


gross income over the earlier 
year had been Rs 5.3 crores or 
19.8 per cent. The net profit of 
the bank in 1971 after making 
the necessary provisions, came 
to Rs 245.20 lakhs, as against 
Rs 214.11 lakhs in 1970. Out 
of this, a sum of Rs 129 lakhs 
has been provided for bonus 
to slaS and Rs. 55 lakhs 
have been transferred to the 


Century 

T*» Board of directors 
of the Century Spinning and 
Manufacturing Co. Ltd has 
decided to accept in principle 
the government’s proposal to 
implement the company’s paper 
and chemical pulp project in 
{he joint sector. The project 
which is likely to involve a 
capital outlay of about of Rs 
30 crores, will have an annual 
installed capacity of 30,000 
tonnes' of rayon grade , and 
multigrade pulp and 30,000 
tonnes of writing and printing 
paper. It is to be located on 
the foothills of the Himalayas, 
about 20 miles from Kath- 
godam in Uttar Pradesh. A 
new company is to be formed 
to undertake the venture and 
formalities regarding its form¬ 
ation, finalising of finance and 
management terms, submis¬ 
sion of project report, and other 
details are expected to comp¬ 
lete in about six months’ time. 
The plant will go into produc¬ 
tion two-and-a-half years there¬ 
after. 

Century Enka 

Hopes entertained in share 
market circles about a higher 
equity dividend from Century 
Enka. Ltd have materialised. 
The directors have recom¬ 
mended a dividend of 15 per 
cent on equity shares for the 
year ended September 30, 1971 
as against six per cent paid for 
the preceding year. The com¬ 
pany during the year under 
■review has earned a net profit 
of Rs 45.13 lakhs as compared 
to Rs 27.97 lakhs in 1969-70 
and this has been transferred to 
die general reserve. The esti¬ 
mated tax liability is placed at 
Rs 1.01 crores. An appli¬ 
cation is being made to the in¬ 
come-tax department to ascer¬ 
tain the quantum of tax exemp¬ 
tion in. respect of the dividend 
for the year. 

Though the working results 


for 1970-71 have shown a 
distinct improvement over 
1969-70, the outlook for the 
current year appears to be 
none-too-encouraping. While 
the nylon yarn prices in recent 
months are declining, the 
company has yet to get an 
industrial licence for the 
expansion of the capacity of 
plant from two to 6.5 tonnes 
per day. Its present plant 
being the smallest in the world 
is very uneconomic to operate 
as overhead costs are very 
high. Further even though the 
company is a small unit it 
does not enjoy any relief in 
excise duty, in the case of 
small rayon units, concessions 
in excise are given and such 
relief works out to around 20 
per cent. If a similar relief 
is extended to Century Enka, 
the benefit will be of the 
order of Rs Seven per kg. In 
spite of all these handicaps the 
company is still pursuing the 
matter with the government and 
hopes that its case for expan¬ 
sion will be sanctioned soon. 
Meanwhile the company has 
sought the permission of the 
government to install a nylon 
tyre cord plant with a capa¬ 
city of 2500 tonnes a year. 
The company is confident of 
obtaining know-how from 
AKZO, the proposed for¬ 
eign collaborator, free of 
cost. So far as know-how is 
concerned, no foreign exchange 
expenditure is involved. Fore¬ 
ign exchange will, however, be 
necessary for importing certain 
sophisticated equipment. 

Hindalco 

Mr G.O. Birla, chairman of 
Hindustan Aluminium corpo¬ 
ration Ltd. has struck a note 
of cautious optimism regard¬ 
ing the future prospects of the 
company. Although the plant 
had been operating quite effi¬ 
ciently factors such as exhor- 
bitant power rates and escala¬ 
tion in costs of raw materials 


and wages over which the 
company had no control have 
affected adversely the profit 
margins of the company. 
The higher electricity tariffs 
have affected the company by 
Rs 1.22 crores, higher cost 
of raw materials by another 
Rs one crore while the reduc¬ 
tion in selling prices following 
the introduction of control 
last year has lowered the profit 
margins to the tune of Rs 1.60 
crores. The company has made 
suitable representations to 
the government but there has 
been no response yet. Even 
so the company is making 
every effort to economise its 
expenditure and rationalise its 
working. The chairman is, 
however, confident that the 
company will be able to over¬ 
come these difficulties very 
soon. For instance, if suffici¬ 
ent power was made available 
the production capacity would 
rise by about 31,000 tonnes 
by the end of this year. Ex¬ 
panded production, to some 
extent, would mean reduction 
in cost of production and hand¬ 
some rise in profits. Mean¬ 
while the company is conti¬ 
nuing it6 efforts to get a licence 
to generate more power at 
its own plant at Ranusagar. 
The performance of the com¬ 
pany so far is quite encour¬ 
aging. It is heartening to note 
that production in the first 
four months of the current 
year is Slightly higher than in 
the same period of 1971. 

PNB 

The Punjab National Bank 
registered a substantial im¬ 
provement in its operations 
in 1971. Disclosing this, the 
Chairman of the bank, Mr 
S.C. Trikha, told newsmen 
recently that the gross income 
of the bank last year at Rs. 
39.1 crores was higher by 6.9 
crores or 21.4 per cent com¬ 
pared to the previous year 
during which the growth in 


reserve fund, as against Rs 110 
lakhs and Rs 43 lakhs, respec¬ 
tively, during the previous year. 
The balance Rs 61.20 lakhs, 
as against Rs 61.01 lakhs in 
1970, has been transferred to 
the government in terms of 
section 10 (7) of the Banking 
Companies (Acquisition and 
Transfer of Undertakings) Act, 
1970. This means a return of 
six per cent on the amount of 
compensation paid by the 
government to the original 
owners of the bank. The total 
compensation paid was appro¬ 
ximately 10.2 crores. The 
transfer of profit to the govern¬ 
ment in 1970 and 1971 aggre¬ 
gates to Rs 122.21 'lakhs. 

The deposits of the bank in 
1971 rose by Rs 77.5 crores 
to Rs 537.2 crores, In the 
previous year, the increase in 
deposits had been of the order 
of Rs 68.6 crores. Advances 
in 1971 increased by Rs 38.7 
crores to Rs 341.9 crores. The 
liquid resources at the end 
of last year stood at Rs 199.1 
crores, as against Rs 173.1 
crores at the end of 1970. 

The bank has made a good 
deal of progress in the expan¬ 
sion of credit to the priority 
sectors. The total advances 
to these sectors went up during 
1971 from Rs 46.52 crores to Rs 
59.32 crores. They constituted 
17.4 per cent of the total ad¬ 
vances of the bank. Two sche¬ 
mes, namely the extension of 
advances to technical entrepre¬ 
neurs for setting up industrial 
units and the custom-unit finan¬ 
cing scheme, under which assist¬ 
ance is provided by the bank 
for setting up agro-service cen¬ 
tres, however, did not make 
much progress. The expansion 
in direct advances to farmers, 
transporters and artisans, on 
the other hand, showed mark¬ 
ed improvement. The bank 
has already been in the fore¬ 
front in assisting small-scale 
industrial unit. 

The brunch expansion pro- 
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amine of the bank too re* 
>rded satisfactory progress in 
971. As many as 99 new 
ranches were opened during 
his year, as against 91 and 
$8 in 1970 and 1969, respective- 
y. Of the branches opened in 
1971, as many as 71 were star¬ 
ed at rural centres (with po¬ 
pulation less than 10,000). 
Banking facilities were pro¬ 
vided for the first time at 67 
rural and semi-urban centres. 
The surveys of the all the 28 
iistricts allotted to the bank 
jnder the head Bank Scheme 
were completed and even pub¬ 
lished by the end of 1971. 
These surveys have thrown up 
262 new centres which require 
banking facilities. The new 
centres will be allocated by the 
Reserve Bank to the various 
banks operating in the con¬ 
sented 28 districts; some have 
already been allotted. 

Industrial Cables 

In his annual address to the 
shareholders of Industrial Ca¬ 
bles (India) Ltd, the Chairman 
Mr Raghvendra Singh focussed 
attention on the spectacular 
achievements of the company 
during 1970-71, notably in 
the field of exports. The chair¬ 
man was proud to state that 
the company has been awarded 
a Certificate of Merit for its 
outstanding performance in 
exports last year. The com¬ 
pany continues to enjoy the 
rare distinction of being the 
largest exporter of engineering 
goods from Punjab and per¬ 
haps the largest exporter of 
underground paper insulated 
cables. The company has also 
recently been recognised as an 
Export House. Considerable 
efforts are also being made by 
the company for further expan¬ 
sion and diversification. It has 
taken on hand a number of 
schemes which promise of good 
returns to the company. Pro¬ 
jects for the manufacture of 
steel wires, AAC and ACSR 
conductors and grooved con¬ 
tact wires (trolley wires) are 
in various stages of implemen¬ 
tation. The company is seek¬ 
ing the permission of the go¬ 
vernment to set up an alumi¬ 
nium rolling mill for alumi¬ 
nium rods and to manufacture 
XLP cables. 

As the entire economic de¬ 


velopment of the cotiptry hinges 
on strengthening oLInnastruc- 
ture such as power, i-the chair¬ 
man emphasised tip need for. 
an integrated plan Tor power 
development so that there 
was a balance in supply and 
distribution of power. It 
was desirable, the chairman 
said, to have marginal sur¬ 
pluses in power rather than 
marginal shortages. Although 
irregular supplies of power is 
hampering the company's ope¬ 
rations, an improvement in 
situation is anticipated with the 
completion of the Bhatinda 
Thermal project. 

Universal Steel 

The erection of Universal 
Steel and Alloys project, which 
is being set up at Farida- 
bad, is in full swing and the 
plant is expected to be com¬ 
missioned by September 1972. 
The electric arc furnace which 
has already arrived at the fac¬ 
tory site is now being erected. 
When plant is commissioned 
it will be producing annually 
about 12,000 tonnes of mild 
steel billets and other products. 
Meanwhile the company has 
approached the government for 
getting permission for subsn- 
tantial expansion and to manu¬ 
facture a wide range of pro¬ 
ducts for which there is a good 
export potential. The com¬ 
pany has already received quite 
a large number of orders and 
enquiries for such products 
which the company is planning 
to manufacture. 

Unit Trust 

The sale and re-purchase 
prices of the units of the unit 
Trust of India were raised by 
10 paisc each to Rs 11.10 
and Rs 10.70 per unit 
respectively with effect from 
May 16, 1972 and remained 
at the same level till May 
20, 1972. Meanwhile the 
Unit Trust has announced that 
the register of unit holders will 
be closed from June .5 to 30 
(both days inclusive) in connec¬ 
tion with the closing of the 
books and accounts for the 
year and for declaration of in¬ 
come distribution to unit hol¬ 
ders for the year ending .June 
30, 1972. All unit holders 
whose names stand on the unit 


holders register as on June 30 
*if be entitled to the HKftiiC 
distribution. There will beno 
sale of units during the 'period''’ 
June S to JuQe 30, though per" 
pdrehase of units will conti¬ 
nue as usual. Repurchase of 
units will, however, remain 
suspended during the period 
July 1 to 31, both days inclu¬ 
sive. 

News and Notes 

Expansion and Diversification 

Dharamsi Morarji Chemical 
Company Ltd., has received 
letters of intent for manufac¬ 
turing 16,500 tonnes per an¬ 
num of stabilised sulphur tri¬ 
oxide, 8,250 tonnes of liquid 
sulphur dioxide, 1,750 tonnes 
of sodium silico fluoride, 1,550 
tonnes of aluminium fluoride, 
700 tonnes of sodium fluoride 
and 550 tonnes of activated 
silica at its Ambernath Works. 
The government has also ac¬ 
cepted the company's proposal 
to expand the capacity of the 
alumina sulphate plant at 
Kumhari Works from 16,764 
tonnes to 33,528 tonnes per 
annum. 

N«w Venture 

Omega Locks and Type¬ 
writers has been licensed to 
manufacture annually 19,000 
typewriters and 30 lakh locks 
for various applications. In 
the first phase of the production 
programme, the company plans 
to manufacture baby type¬ 
writers, portable, standard ma¬ 
nual and standard electric mo¬ 
dels in English and 11 other 
languages. In the secQnd phase, 
the company will be taking up 
the manufacture of automatic 
typewriters and text processing 
machines capable of a typing 
speed of 1200 characters per 
minute. The project is being 
undertaken in collaboration 
with a West German firm. If 
all goes well the company 
hopes to commence production 
in the middle of 1973. The 
project will involve a capital 
outlay of about Rs 50 lakhs. 
If will be financed partly from 
the company’s equity capital 
of Rs 25 lakhs out of which 
RS 16.65 lakhs in equity 
shares of Rs 100 each will be 
offered at par to. the public 


for subscription. 

SH?, .■ « 

JointVtnture 

search And Development Orga¬ 
nisation),^ division of Drila 
institute of Scientific Retpabh, 
and the Rajasthan State In¬ 
dustrial add Mineral Devc&% 
mentCorporatkm fRjMDC)ft* 
jointly setting up a unit at Jai¬ 
pur for the manufacture or 
varactor diodes. The varactor 
diodes, which are characterised 
by high ‘Q’ and low losses, 
are presently being imported 
into the country. The SlRDO, 
besides tendering technical 
advice on raw material and 
machinery, will also help in 
arranging the know-how and 
preparation of the project re¬ 
port. It will also be providing 
testing and proto-type manu¬ 
facturing facilities in its own 
workshop. Necessary develop¬ 
ments required for the modi¬ 
fication or research in respect 
of the manufactured product, 
will also be undertaken by 
SIRDO. The RIMDC will be 
providing commercial assis¬ 
tance besides land on nominal 
charges. The project is esti¬ 
mated to have a fixed capital 
of Rs 12 lakhs and a working 
capital of Rs 1.70 lakhs. Two 
separate private limited com¬ 
panies may be formed, one 
basically to deal with the manu¬ 
facture of varactor diodes and 
the other to deal with the pro¬ 
cessing, packing and marketing. 

New Issues 

Century Metals Ltd has an¬ 
nounced its eagerly . awaited 
public issue, comprising 178, 
178,900 equity shares of Rs 10 
each at part and 11,500 (9.5 
per cent) redeemable cummu- 
lative preference of Rs 100 
each at par. The list for the 
fully underwritten issue open¬ 
ed on May 25 and will close 
on June 5, or earlier at the dis¬ 
cretion of the directors of the 
company but not before May 
27, 1972. The company is. 
setting up a factory at Pilkhu- 
wa, in UP with an initial manu¬ 
facturing capacity of 150 tonnes 
of aluminium alloys, 20 tonnes 
of aluminium castings and 45 
tonnes of aluminium heavy 
pressed items per month on 
the basis of 75 per cent utilisa¬ 
tion of installed capacity. The 


BASIUN'BCOMOiraT 


1030 


MAY 26, 197$ 



various .podg* ^ which the 


tore will be toceUn* the re- 
quirements oftailwaysand de¬ 
fence besides serving the auto¬ 
mobile, chemical, pharmaceuti¬ 
cal, dairy and a host of other 
engineering industries. As the 
company has the rare privilege 
and unique distinction of being 
the only integrated unit of its 
size in northern India, the 
prospects of marketing its pro¬ 
ducts at favourable terms are 
indeed quite bright. Barring 
unforeseen circumstances the 
management hopes to comp¬ 
lete the erection of the entire 
plant by September 1972. The 
total cost of the project is 
estimated at Rs 92 lakhs and it 
will be financed from the share 
capital of Rs 48 lakhs and term 
loans sanctioned in principle 
of Rs 29 lakhs by the Industrial 
F inan ce Corporation of India 
and of Rs 15 lakhs by Industrial 
Development Bank of India. 

Sakthi Sugars Ltd is entering 
the capital market on May 29 
for mobilising resources of the 
order of Rs 28 lakhs in equity 
shares of Rs 10 each for Rs 21 
lakhs and in cummutative re¬ 
deemable preference shares of 
Rs 100 each for Rs seven lakhs. 
The preference shares will be 
carrying an interest of 9.3 per 
cent per annum. Rs seven 
lakhs are being offered to the 
public for subscription for cash 
at part. The list will dose on 
June 16 or earlier but not before 
June 14,1972. The capacity of 
the distillery, which is expected 
to be in operation shortly, will 
will be of the order of 9.09 
million litres per year. Molas¬ 
ses, the essential raw material, 
will be met from its sources 
to the extent of 25,000 tonnes 
while the balance of 15,000 
tonnes will be secured from 
other sugar factories in the 
neighbourhood. The cost of 
the project is estimated at Rs 
Rs 75 lakhs including the 
working capital of Rs five 
lakhs. 

Standard Mills Company 
Ltd has embarked on an ambi¬ 
tious expansion programme 
of its chemical division and a 
large-scale renovation and 
modernisation of its three tex¬ 
tile units. In its chemical divi¬ 
sion the company has under¬ 
taken a substantial expansion 
in production to the extent of 


17*330 tonnes of caustic soda, 
15,012 tonnes of chlorine and 
5,000 tonnes of hydrocloric 
acid. Meanwhile the company 
has approached the govern¬ 
ment for further expansion of 
its caustic soda plant. The 
expansion and modernisation 
schemes are estimated to cost 
Rs 4.64 crores and are expected 
to be completed by the end of 
this year. To meet a part of 
the cost of the projects the 
company issued 40,000 (eight 
per cent) convertible bonds of 
Rs 500 each worth Rs two 
crores. The subscription list for 
this issue opened on May 24. 
The list will close on May 31 
or earlier but not before May 
27,1972. 

Jesons Electrics Ltd. has 
been licensed to manufacture 
60 million dry cells per annum. 
It has entered into a technical 
and financial collaboration with 
Hai Dry Battery Company Ltd 
of Japan, who are pioneers of 
dry batteries in Japan. The 
factory which will be set up at 
Ghaziabad, UP, is expected to 
go on stream by April 1973. 
It will be the first unit, it is 
claimed of its kind in the coun¬ 
try to manufacture metal jac¬ 
ket leak proof dry cells. The 
company has already negotia¬ 
ted the sale of 60 per cent of 
its production to a leading radio 
manufacturing unit while the 
balance will be marketed by its 
own distribution network. The 
company envisages export of 
five per cent of its production 
in the initial stages. To raise 
part of the resources required 
for the implementation of this 
project the company approach¬ 
ed the capital market on May 
19 with a public issue Rs 39.50 
lakhs comprising 295,000 
equity shares of Rs 10 each and 
15,000 (9.5 per cent) redeem¬ 
able cummulative preference 
shares of Rs 100 each. The 
list will close on May 30 or 
earlier but not before May 23, 
1972. The entire public issue 
is underwritten. 

Platewel Processes and Che¬ 
micals Ltd has received an in¬ 
dustrial licence to manufacture 
electroplating salts, brighteners 
and additives with a production 
capacity of 445 tonnes per an¬ 
num. Besides it has been per¬ 
mitted to manufacture plant 
and equipment.worth Rs <60 
lakhs per annum on double 


shift basis. Negotiations are 
in progress with a US firm for 
technical collaboration. The 
company which has a factory 
at Bombay at present, proposes 
to setupanew plant at Baroda. 
To raise resources for financing 
this scheme the company will 
be approaching the capital 
market sometime in August 
with a public issue of Rs 14 
lakhs in 1,40,000 equity of Rs 
10 each. The entire issue is 
underwritten. 

Bhoruka Steel Ltd entered 
the capital market on May 
24 with a public issue of Rs 
46 lakhs consisting of 340,000 
equity shares of Rs 10 each and 
12,000 (9.5 per cent) redeem¬ 
able cummulative preference 
shares of Rs 100 each, both at 
par. A sum of Rs 2.50 per 
equity share and Rs 25 per pre¬ 
ference share is payable on 
application and like amounts 
on allotment. The list will 
close on June 3 or earlier but 
not before May 27, 1972. The 
company is setting up a factory 
at Bangalore to manufacture 
50,000 tonnes of mild steel 
billets. The company hopes 
to commission its first furnace 
by August 15, 1972 and the 
second by October 1972. The 
company expects a turnover 
of Rs 1.5 crores in 1972-73, 
Rs 3.5 crores in 1973-74 and 
Rs five crores in 1974-75. The 
directors are hopeful that the 


company will be in a position 
to declare a maiden dividend 
of not less than 10 per cent in 
1973-74, the first full year 
of production. The capital 
outlay on the pro- ject is 
estimated at Rs 1.64 crores. 
Meanwhile the company has 
submitted to the government 
an application to take up 
the manufacture of alloy 
steel billets within the licensed 
capacity and it is under the 
consideration of the govern¬ 
ment. 

Company Mootings 

Bharat Commerce and Indust¬ 
ries Ltd, 48 Shakespeare Sa- 
rani (Theatre Road), Cal¬ 
cutta; May 29; 11.30 A.M. 
Pfizer Ltd, Birla Matushri Sab- 
hagar, 19 Marine Lines, 
Bombay; May 30; 4.00 P.M. 
Food Specialities Ltd., In¬ 
dian Medical Association 
House, Indraprashta Marg, 
New Delhi-1; June 5; 4.00 
P.M. 

The Finlay Mills Ltd, Tata 
Auditorium, Bombay House, 
Bruce Street, Fort, Bombay; 
June 8; 4.00 P.M. 

The Gold Mohor Mills Ltd, 
Tata Auditorium, Bombay 
House, Bruce Street, Fort, 
Bombay; June 9; 4.00 P.M. 

Usba Martin Black (Wire Pipes) 
Ltd, 14 Princep Street, Cal¬ 
cutta-13; June 7; 3.30 P.M 


Dividends 


Name of the Company 

Year ended 

Equity dividend de¬ 
clared for 

Current Previous 
year year 

Higher Dividend 

Boots Company (India) 

Dec. 1971 

19.0 

18.0 

Bayer India 

Dec. 1971 

15.0** 


Straw Products 

Dec. 1971 

13.0 

12.0 

Southern Asbestos Cements Dec. 1971 

17.5 

15.0 

Zell-ate 

Dec. 1971 

5.0 

Nil 

Same Dividend 

Cipla 

Oct. 1971 

8.0 

8.0 

Permanent Magnets 

Dec. 1971 

12.0* 

12.0 

Belapur Sugar and Allied 
Industries 

Sep. 1971 

18.0 

18.0 

Finlay Mills 

Dec. 1971 

12.0 

120 

Gold Mohur 

Dec. 1971 

12.0 

12.0 

Reduced Dividend 

Trichinopoly Mills . 

Dec. 1971 

12.5* 

15.0 


•On increased capital. •♦Maiden Dividend. 
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PUNJAB NATIONAL 

Balance Sheet as at 


1970 

CAPITAL 4 LIABILITIES 

* 


Rs. 

2,00,00,000 

1. PAID-UP CAPITAL : 

(wholly owned by Central Government) . 

Rs. P. 

Rs. P. 

2,00,00,000.00 

4.41.40.656 
1,50,000 

1,27,28,000 

5.70.18.656 

2. RESERVE FUND AND OTHER RESERVES : 

(/) Reserve Fund . 

(//) Development Rebate Reserve. 

(iii) Other Reserves .. .. 

4,96,40,655.94 

90,000.00 

1,27,88,000.00 

6,25,18,655.94 

194,05,35,935 

163,52,40,144 

101,70,71,094 

44,32,769 

3. DEPOSITS AND OTHER ACCOUNTS : 

Fixed Deposits . 

Savings Bank Deposits 

Current Accounts, Contingency Accounts, etc. (including Staff 

Housing Fund) .. .. . 

Employees’ Security Deposits held by the Bank itself 

238,61,80,190.20 

191,90,62,060.94 

106.23,32,570.02 

46,50,317.51 


459,72,79.942 



537,22,25,138.67 

26,70,925 

Nil 

4. BORROWINGS FROM OTHER BANKS : 

(/) In India . 

(//) Outside India . 

7,23,281.17 

2,66.921.41 

9,90,202.58 

26,70,925 

Particulars : 


25,85,018 

85,907 

(/) Secured by part of Government Securities lodged 

(//) Unsecured. 

6,14,501.03 

3,75,701.55 


6,85,04,522 

5. BILLS PAYABLE . 


6,52,02,052.14 

31,30,70,180 

4,05,38,131 

35,36,08,311 

6. BILLS FOR COLLECTION BEING BILLS RECEIVABLE AS 
PER CONTRA : 

(0 Payable in India. 

(ii) Payable outside India 

30,93,79,692.46 

2,92,44,893.01 

33,86,24,585.47 

16,38,31,571 

4,14,253 

19,71,853 

16,62,17,677 

7. OTHER LIABILITIES : 

(/) Branch Adjustments .. . 

(ii) Dividend and Interest on Advance Calls unclaimed 

(iii) Rebate on Bills Discounted . 

14,45,37,394.57 
4,08,170.07 
26,90,654.66 

14,76,36,219.30 

526.53,00,033 

Carried Over 


600,71,96,854.10 
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31st December, 1971 

~ 1970 PROPERTY & ASSETS 


Rs. 


36,75,07,746 


1,04,95,901 

65,20,626 

1,70,16,527 
2,55,00,000 3. 

4. 

114,59,59,696 

20,09,43,261 

134,69,02,957 


3,28,000 

1.27.29.687 

1.30.57.687 

37,75,388 

4,50,000 

Nil 


136,41,86,032 


CASH : 

In hand and with Reserve Bank and State Bank of India including 
Foreign Currency Notes . 

BALANCE WITH OTHER BANKS : 

Current Account Deposit Account 
(/) In India .. 1,08,11,827.42 — 

(ii) Outside India .. 72,82,373.85 — 


Rs. 


P. 


MONEY AT CALL AND SHORT NOTICE . 

INVESTMENTS AT OR BELOW COST : 

(i) (a) Securities of the Central and State Governments including 
Treasury Bills of the Central and State Governments 
(ft) Other Trustee Securities . 


(ii) Shares : 


Preference 

Ordinary 


Fully Paid-up 

3,28,000.00 

82,14,187.40 


Partly Paid-up 
Nil 

73,75,000.00 


(iii) Debentures of Indian Joint Stock Companies 
(/r) Other Investments : 

Contribution to initial capital of Unit Trust of India 
(»•) Gold . 


5. ADVANCES : 

Other than bad and doubtful debts for which provision' has been 
made to the satisfaction of the Auditors : 


249,22,60,636 

Nil 

249,22,60,636 


1. Loans, Cash Credits, Overdrafts, etc. : 

ii) In India . 

(ii) Outside India. 


2. Bills discounted and purchased (excluding 
Treasury Bills of the Central & State Gov¬ 
ernments) : 


269,09,69,879.72 

Nil 


(/) Payable in India 
(ii) Payable outside India 


50,75,30,968 
3,19,03,201 

53,94,34,169 

303,16,94,805 (Particulars of Advances—as per Schedule attached) 


68,79,22,777.41 

4,02,89,138.85 


31,30,70,180 

4,05,38,131 

35,36,08,311 

61,62,68,315 

577,57,81,736 
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129,16,58,790.77 

26,18,16,424.50 

155,34,75,215.27 


1,59,17,187.40 

36,64,451.00 

4,50,000.00 

Nil 


269,09,69,879.72 


72,82,11,916.26 


BILLS RECEIVABLE BEING BILLS FOR COLLECTION AS 
PER CONTRA : 

(/) Payable in India. 

(ii) Payable outside India . 

CONSTITUENTS’ LIABILITIES FOR ACCEPTANCES, 
ENDORSEMENTS AND OTHER OBLIGATIONS PER CONTRA 

Carried Over 
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30,93,79,692.46 

2,92,44,893.01 


Rs. 


41,99,11,496.12 


1,80,94,201.27 

12,67,00,000.00 


157,35,06,853.67 


341,91,81,795.98 


33,86,24,585.47 
63,17,37,009. £7 
652,77,55,942.08 
may 26, 1972 




PUNJAB NATIONAL 

Balance Sheet as at 

1970 CAPITAL & LIABILITIES T 


Rs. Rs. P. Rs. P. 

526,53,00,033 Brought Forward .. . 600,71,96,854.10 

8. ACCEPTANCES, ENDORSEMENTS AND OTHER 

61,62,68,315 OBLIGATIONS AS PER CONTRA . 63,17,37,009.57 

9. PROFIT AND LOSS ACCOUNT : 


2,14,00,887 

1,10,00,000 


43,00,000 

1,53,00,000 


61,00,887 


Profit for the year brought from the Profit & Loss Account 
Less: (i) Provision for Bonus to Staff .. 1,29,00,000.00 

(ii) Transferred to Reserve Fund in 
terms of Sec. 3(6) of the Banking 
Companies (Acquisition & 

Transfer of Undertakings) Act, 

1970 . 55,00,000.00 


Balance being amount to be transferred to 
Government In terms of Section 10(7) of the 
Banking Companies (Acquisition & Transfer 
of Undertakings) Act, 1970 . 


10. CONTINGENT LIABILITIES : 


59,66,784 

37,85,66,261 

11,818 

37,85,54,443 

Nil 

17,99,45,514 

63,75,000 


O') Claims against the Bank not acknowledged as debts 
(See Note 1) . 

(//) Moneys for which the Bank is contingently liable 
including: 

Guarantees on behalf of Officers 
Guarantees on behalf of customers 

(Hi) Bills of Exchange rediscounted. 

(lr) Outstanding Forward Exchange Contracts 
(v) Liability for calls on partly paid shares 


2,45,20,317.89 


1,84,00,000.00 


58,48,614.61 

39,35,86,132.86 

11,818.14 

38,81,24,314.72 

Nil 

10,55,53,508.07 

76,25,000.00 


61,20.317.89 


588,76,69,235 


TOTAL 664,50,54,181.56 


Notes : 1. A writ petition Iras been filed in the High Court of Delhi by the Punjab National Bank Limited and three of its share* 
holders in November. 1970, claiming payment of ad-interim dividend of Rs. 24 lacs sanctioned by their Board of 
Directors on 16-7-1969: the said claim has not been acknowledged as a. debt and has not been included in the amount 
of Contingent Liabilities. 

2. The affairs of Lahore and Karachi branches of the Bank have been in charge of the Custodian, Enemy Property, 
Pakistan. No returns having been received from these branches, it has not been possible to compute the Profit &’ 
Loss Account and the unaudited Balance Sheets as at 30-6-1965 have been incorporated in the accounts as on 31st 
December, 1971. 

3. The inter-branch balances are in the process of being reconciled. Urgent steps are underway to reconcile these 
balances. 

ANNEXURE TO OUR REPORT OF DATE 


A. F. Ferguson & Co. 
Khanna & Annadhanam 

New Delhi M. C. Bhandari & Co. 

Dated : May 17, 1972 Chartered Accountants 


G. D. Khanna 
Chief Accountant 











BANK 

3lst December, 1971 


1970 

PROPERTY & ASSETS 



Rs. 

577,57,81,736 

1,57,39,471 

2,15,581 

Brought Forward 

8. PREMISES LESS DEPRECIATION : 

(a) Premises : 

Cost as on 1-1-1971 . 

Additions during the year . 

Rs. P. 

1,59,55,052.37 

41.063.85 

Rs P 

652,77,55,942.0. 

1,59,55,052" 

30,45,763 

Less : Depreciation written off to date. 

1,59,96.116.22 

33.07,841.58 

1 

1,29,09,289 

73,000 

8,18,749 

2.68,663 

(6) Buildings under construction . .. 

(c) Premises in respect of which execution of title deeds is pending : 

Cost as on 1-1-1971 . 10,87,412.32 

Additions during the year 1,73,507.47 

1,26.88.274.64 

4,77,900.00 


10,87,412 

74,469 

12,60,919.79 

Less : Depreciation written off to date .. 1,17.132.00 



10,12,943 


11,43,787.79 


1,39,95,232 

2,80,69,827 

38,59,726 

9. FURNITURE & FIXTURES LESS DEPRECIATION : 

Cost as on 1-1-1971. 

Additions during the year . 

3,17,17,590.92 

45,20,296.65 

1,43,09,962.4.' 

3,19,29,553 

2,11,962 

Less : Deductions during the year . 

3,62,37,887.57 

2,89,337.49 


3,17,17,591 

1,78,39,864 

Less : Depreciation written off to date . 

3,59,48,550.08 

1,99,33,633,38 


1,38,77,727 

2,37,49,579 

82,68,905 

5,52,729 

7,99,886 

37,44,424 

36,90,750 

4,31,91,267 

10. OTHER ASSETS : 

( 0 ) Interest accrued and outstanding . 

(b) Prepaid expenses, advance payments and amounts recoverable 

( c ) Property not used as Bank premises less depreciation 

(d) Library, Motor Cars, Cycles and other vehicles less depreciation 

(e) Stationery and Stamps. 

( f) Amount paid for purchase of Trustee Securities 

(g) Advance payment of tax and tax deducted at source 

2.79,71,958.13 
68,92,326.90 
5,48,878.77 
10,27,457.18 
39.48,542.78 
92,75,750.00 
3,72,91,446.59 

1,60,14,916.70 

8,39,97.540 

17,000 

11. NON-BANKING ASSETS (ACQUIRED IN SATISFACTION 

OF CLAIMS) (at or below cost) . 


8,69,56,360.35 

17,000.00 

588,76,69,235 


TOTAL 

664,50,54,181.56 


4. In respect of two branches, the branch auditors have not expressed an opinion on advances aggregating Rs. 60 lakhs, 
as they have not been able to examine the documents and as these are under investigation. These advances have been 
incorporated in the accounts on the basis of the classification made by the bank. 

5. In the case of some branches, the branch auditors have not been able to examine the documents in respect of some 
advances as they were not available for inspection at the branches at the lime of branch audits. These advances have 
been incorporated in the accounts on the basis of the classification made by the bank. 

6. At a few branches, the subsidiary records have not been reconciled with the control accounts. Steps arc being taken 
to have these reconciled at an early date. 

S. C. Trikha 

Custodian 

A. K. Durr 

A. S. Kahlon 

M. Abdulla 

T. S. Papoi.a 

B. K. Vora Sita Ram V. M. Jakhadi: 

Dy. General Manager General Manager Directors 




PUNJAB NATIONAL BANK 

Profit & Loss Account for the Year Ended 31st December* 1971 

INCOME " ~ ~~~ ' 

(Less prmision made during the year for bad and doubtful debts and other usual or necessary provisions) 


1970 


Rs. Rs. P. 

27,64,04,457 1. Interest and discount. 33,99,64,233.61 

4,18,51,095 2. Commission. Exchange and Brokerage . 4,67,07,519.86 

22,35,101 3. Rents .. . 23,52,361.44 

4. Net profit on sale of investments, gold and silver, land, premises and other assets (not 

13,71,238 credited to Reserves or any particular Fund or Account) . 16,13,776.99 

5. Net profit on revaluation of investments, gold and silver, land, premises and other assets 

Nil (not credited to Reserves or any particular Fund or Account). Nil 

Nil 6. Income from non-banking assets and profit from sale of or dealing with such assets .. Nil 

Nil 7. Transfer fees. Nil 


32,18,61,891 39,06,37,891.90 



EXPENDITURE 


Rs. 


Rs. P. 

15.64,59,225 

1. Interest paid on Deposits, Borrowings, etc. . 

2. Salaries, Allowances and Provident Fund (including Rs. 49,34,027.64 being Contri¬ 
bution to Employees’ Gratuity Fund Trust and Rs. 2,57,352.60 to Superannuation Fund 

20,18,76,098.76 

11,61,44,478 

Trust) . 

13,19,37,093.20 

31,775 

3. Directors and Local Committee Members* Fees and Allowances . 

65,875.24 

97,50,470 

4. Rent, Taxes, Insurance, Lighting etc. . 

1,12,16,011.58 

3,86,879 

5. Law Charges. 

1,64,331.47 

41,73,075 

6. Postage, Telegrams and Stamps . 

47,30,474.31 

3,58,350 

7. Auditors' Fees. 

3,98,250.00 

29,18,328 

8. Depreciation on and repairs to the banking company’s property . 

34,72,893.88 

42,07,066 

9. Stationery, Printing, Advertisement, etc. 

48,78,846.37 

Nil 

10. Loss from sale of or dealing with non-banking assets . 

Nil 

60,31,358 

1,1. Other Expenditure . 

73,77,699.20 

2,14,00,887 

12. Balance of profit (after providing for taxation but before provision of bonus) .. 

2,45,20,317.89 

32,18,61,891 


39,06,37,891.90 


totes : I. Particulars of remuneration to Chief Executive of the bank : 

(i) Salary Rs. 72,000.00 (Rs. 72,000.00) (//) Contribution to Provident Fund Rs. 6,750.00 (Rs. 6,750.00) (iii) Con¬ 
tribution to Superannuation Fund Trust Rs. 10,800.00 (Rs. 10,800.00) (iv) Monetary value of the benefit of the use 
of a house (taken (d, 121 % of the salary as the Municipal valuation is in dispute) and use of car calculated according 
to the Income-tax Rules Rs. 12,000.00 (Rs. 12,000.00) (v) Medical Aid including Insurance under Hospitalisation 
Scheme Rs. 1,607.44 (Rs. 1,823.67)~Total Rs. 1,03,157.44 (Rs. 1,03,373.67) 

2. The amount shown against item 9 Stationery, Printing, Advertisement includes expenditure ofRs. 14,36,961.69 (Rs. 
11,51,394.13) on Public Relations and Publicity. 

3. Previous year’s figures have been regrouped wherever necessary. 


ANNEXURE TO OUR REPORT OF DATE 

A. F. Ferguson & Co. 

Khanna & Annadhanam 

cw Delhi M. C. Bhandari & Co. G. D. Khanna 

ated : May 17, 1972 Chartered Accountants Chief Accountant 


B. K. Vora 
Dy. General Manager 

Sita Ram 
General Manager 


S. C. Trikha 

Custodian 
A. K. Durr 
A. S. Kahlon 
M. Abdulla 

T. S. Papola 
V. M. Jakhade 

Directors 
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PUNJAB NATIONAL BANK 

Schedule of Particulars 

Required by the Ranking Regulation Act, 1949 (Act X of 1949) 
attached to and forming part of the Balance Sheet as at 31st December, 1971 


Rs. P. 
287,78,36,424.71 

11,52,68,770.98 

42,60,76,600.29 

Nil 


341,91,81,795.98 


1970 PARTICULARS OF ADVANCES 


Rs. 

260,58,16,579 (i) Debts considered good in respect of which the Bank is fully secured. 

(fi) Debts considered good for which the Bank holds no other security than the debtor’s 

17,97,50,065 personal security . 

(/«) Debts considered good secured by the personal liabilities of one or more parties in addi- 

24,61,28,161 tion to the personal security of the debtors. 

Nil (Ir) Debts considered doubtful or bad not provided for . 


303,16,94,805 


(v) Debts due by Directors or Officers of the Bank or any of them cither severally or jointly 
with any other persons :- 

41,899 Directors. 11,599.31 

42,08,010 ' Officers . 70,17,599.45 


Nil 

56.955 

42,43,825 


(vi) Debts due by Companies or firms in which the Directors of the Bank are interested as 
Directors, Partners or Managing Agents or in the case of private companies, as mem¬ 
bers .. . 

(v<7) Maximum total amount of advances including temporary advances made at any time 
during the year to Directors, Managers or Officers of the Bank or any of them either 
severally or jointly with any other persons : 

Directors. 41,899.26 

Officers . 70,17,599.45 


(v/ii) Maximum total amount of advances including temporary advances granted during the 
year to the companies or firms in which the Directors of the Bank are interested as Dir- 
Nil ectors. Partners or Managing Agents or in the case of private companies, as members 

1,37,66,656 (ix) Due from Banking Companies . 


70,29,198.76 

Nil 


70,59,498.71 

Nil 

1,26.79,200.63 


New Delhi 

A. F. Ferguson & Co. 
Khanna & Annadhanam 
M. C. Biiandari & Co. 

G. D. Khanna 

B. K. Vora 

Dy. General Manager 

Sita Ram 

S. C. Trikha 

Custodian 

A. K. Dutt 

A. S. Kahlon 

M. Abdulla 

T. S. Papola 

V. M. Jakhade 

Dated : May 17, 1972 

Chartered Accountants 

Chief Accountant 

General Manager 

Directors 


AUDITORS* REPORT 


The President of India : 

We have audited the attached Balance Sheet of Punjab National Bank as at 31st December, 1971 and also the annexed Profit 
& Loss Account of the Bank for the year ended on 31st December, 1971, in which are incorporated the returns of 21 branches audited 
by us, 382 branches audited by other auditors, the unaudited returns as at 30-6-1965 of the Pakistan branches (see note 2) and the 
unaudited returns in respect of 417 branches not visited by us, for the exclusion of which branches from audit, concurrence of the 
Reserve Bank of India was obtained. 

2. The Balance Sheet and Profit & Loss Account have been drawn up in Forms ‘A* and ‘B’ respectively of the Third Sche¬ 
dule of the Banking Regulation Act, 1949. Accordingly, they disclose such matters as were required to be disclosed in the case of 
banking companies prior to nationalisation by virtue of the provisions of the said Act as read with the related provisions of the Com¬ 
panies Act, 1956. Subject to the limitations of such disclosure and on the basis of the audit indicated in the first paragraph and sub¬ 
ject to Notes 3,4, 5 and 6 on the Balance Sheet, we report that 

(а) In our opinion and to the best of our information and the explanations given to us and as shown by the books of the 
Bank : 

(/) The Balance Sheet read with the notes thereon is a full and fair Balance Sheet containing necessary particulars and 
it is properly drawn up so as to exhibit a true and fair view of the affairs of the Bank as at 31st December, 1971. 

(i7) the Profit & Loss Account read with the notes thereon shows a true balance of Profit for the period covered by the 
Account. 

(б) We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for 
the purposes of our audit and have found them to be satisfactory. 

•(c) The transactions of the Bank which ha-ve come to our notice have been within the powers of the Bank. 

(i d ) The returns received from the branches of the Bank (except for Pakistan branches—see note 2) have been found adequate 
for the purposes of our audit. 


A. F. Ferguson & Co. 
Khanna & Annadhanam 

New Delhi M. C. Biiandari & Co. 

Dated; May 17, 1972 ~ ‘ 







Calculating 
on an independent 
industry? 


•MSFC’s 
; Technicians Scheme 
provides finance for 
technically qualified 

Are you technically qualified — by study or experience? 
Have you contemplated starting on your own? But been 
frustrated due to lack of finance? 

The Mysore State Financial Corporation will financially 
assist you, if you have a feasible project worked out. And 
have the determination, enterprise and ambition to reach 
your goal. 

The MSFC Technicians Scheme requires 

• Adequate experience and knowledge in the field. 

• Active participation in the working of the the indu¬ 
stry concerned. 

The scheme is applicable to small scale industries 


0 


geared towards consumer or industrial needs, excluding 
industries such as rice and oil mills, cotton ginning and 
pressing mills, hand and power looms, hotels and 
restaurants, transport of goods or passengers and 
industrial estates. 

The maximum amount of loans disbursed is upto Rs. 2.5 
lakhs (rclaxable in special cases), at low rates of interest, 
with a rebate for prompt payment. 

In collaboration with the Small Industries Servlet lastttute 
and the Mysore SmtH Industries Corporation, which 
provide comprehensive assistance, MSFC will 
undertake the financing of projects of widest 
scope and variety. • 


for further details contact: 

*MY8QRE 8TATE 


FINANCIAL CORPORATION 


1/1,2nd M,in Ro»d. MtUMwiram, Bwigilort-3 
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Ch. Raghveadra Singh 


TEXT OF the speech delivered 
by the Chairman Ch. Rash- 
vendra Singh at the 15th An¬ 
nual General Meeting of the 
Company, held at its Regis¬ 
tered Office at Industrial 
Area, Rajpura, on April 29, 
1972. 

Friends, 

It gives me great pleasure in 
welcoming you all at this 15th 
Annual Genefttl Meeting of 
the Company. The Annual 
Report and Audited Balance 
Sheet for the year ended 31st 
October, 1971, has been cir¬ 
culated to you and with your 
permission, 1 take them as 
read. 

Before I deal with the work¬ 
ing of your Company, I, on 
your behalf and on behalf of 
the entire Company, congratu¬ 
late our worthy Prime Min¬ 
ister and the Government of 
India for ably handling the 
recent situation arising out of 
influx of millions of refugees 
from Bangla Desh and the 
War thrust upon us by Pak¬ 
istan. 

Gigantic task now lies ahead 
of all of us. People of our 
country must extend unstint¬ 
ed support to the Government 
in accomplishing their task, 
particularly those in the indus¬ 
tries should put concerted ef¬ 
forts in accelerating the indus¬ 
trial activities to increase pro¬ 
duction all-round, in view of 
the Government’s policy of 
allowing increase in production 
to the extent oi cent-percent 
of the licensed capacity and 
move 'towards achievement of 
"self-dependence,” the goal set 


COMPANY MEETIN6 i 

INDUSTRIAL CABLES (INDIA) LTD. 


Year of 

by our worthy Prime Minister. 
Due to grim prospects of 
imports from some coun¬ 
tries, it has also become the 
need of the day to undertake 
developmental work on im¬ 
port substitution. 

Sales: 

Despite severe competition 
in the field of Cable & Wire 
Industry, I am pleased to in¬ 
form you that your Company 
has shown substantial increase. 
Sales for the year of Rs. 393.66 
lacs as against previous year 
sales of Rs. 317.07 lacs re¬ 
veals an increase of approxi¬ 
mately 24%. 



Profitability: 

The gross profit before De¬ 
preciation, Development Re¬ 
bate Reserve and contribution 
to Scientific Research was Rs. 
29.21 lacs against Rs. 24.31 
lacs in the previous year. The 
net profit after providing for 
depreciation and development 
rebate and contribution to 
Scientific Research was Rs. 
7.66 lacs. The provision for 
tax, amounts to Rs. 0.80 lacs 
—the balance of Rs. 6.86 lacs 


NAJPURA (PB.) 


all-round progress 

has been transferred to general 
reserves. 

Dividend : 

After careful consideration 
of the Company’s present and 
future resources and other 
relevant circumstances, your 
Directors have recommend¬ 
ed a dividend of Rs. 10/-per 
share subject to deduction of 
tax payable thereon, to all 
equity shareholders apart 
from dividend at prescribed 
rates to all preference share¬ 
holders. The dividend, if ap¬ 
proved by you all, will be paid 
out of the general reserves. 


Dividend 


•••• 

••67 

•MS 

•Ml 

••71 

7STI 

ft 

in 


lot 

1ft 

1ft 


Exports : 

( Despite the severe competi¬ 
tion in the International market, 
with the continued efforts of 
the Management, it had be¬ 
come possible to export cables 
worth Rs. 138.28 lacs FOB 
value during the year ended 
31st October, 1971 as against 
last year’s figure of Rs. 92.12 
lacs FOB value. The gross 
value of export including in¬ 
centives amount to Rs. 201.79 
lacs, which represents 51.26% 
of the total turnover. This is 
indeed a commendable achie¬ 
vement by any standards. Your 
company was awarded a certi¬ 
ficate of merit for outstanding 
export performance last year 
and it may be mentioned with 
pride that your company is the 
largest exporter of engineering 
goods from the State of Punjab 



1970-71 

and probably the largest ex¬ 
porters in the underground paper 
insulated cables. I am glad to 
inform you that your company 
has recently been recognised as 
an export house. 

The export performance for 
the current year will also be 
equally encouraging in view 
of substantial value of orders 
in hand. The Company has 
thus contributed in its hum¬ 
ble way to the much needed 
foreign exchange resources of 
the country. 

With the recognition of the 
Company as an Export House, 
vigorous efforts are also being 
made to open-up new markets 
for export of Company’s pro¬ 
ducts as well as others. 

EXPORT IN LAKHS OF RUPEES 



Expansion & Diversification : 

Your Company has been de¬ 
voting considerable efforts for 
further expansion and diversi¬ 
fication. The Company pro¬ 
poses to set-up a Steel Wire 
Manufacturing Unit in the State 
of Haryana. Letter of Intent 
for the manufacture of Steel 
Wire has already been received 
by the Company from Govern- 
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intent of India. The Project is 
I in the course of implements- 
jtion. 

r The Company has also got 
fCOB licence for the manu¬ 
facture of AAC and ACSR 
conductors. 

Besides, the Company also 

! got a letter of intent lor the 
manufacture of Grooved Con¬ 
tact Wires (Trolley Wires). 
>This Project is proposed to be 
^implemented at Rajpura. 

? The Company has also ap¬ 
proached the Government of 
.India for licence to manu¬ 
facture XLP Cables and to 
L }r set-up Aluminium Rolling 
*;Mill for aluminium rods and 
^negotiations for obtaining tech¬ 
nical know-how for the pro¬ 
duction of XLP cables are 
l:; under way. The policy of the 
^Government of India in re- 
rgard to change-over from PILC 
i cables to PVC cables and XLP 
^"cables of 11 K.V due to import 
{substitution has adversely 
f affected all the PILC Cable 
(Units of the country. The 
VCompany has taken suitable 
t steps to utilise idle capacity 
■i'by boosting up exports and 
i also by strengthening its manu¬ 
facturing activities in PVC 
* Cables for which demand is 


on the increase. 

Research and De v a fgm eat: 

The need for rapid develop¬ 
ment of indigenous techno¬ 
logy was emphasised by me in 
my last speech. Self-reliance 
has become a necessity rather 
than one of mere slogans. 
Keeping this in view, the Com¬ 
pany contributed approxima¬ 
tely 2 per cent, of the turn¬ 
over during the year to a re¬ 
search foundation recognised 
by the Council of Scientific 
and Industrial Research, Gov¬ 
ernment of India, for research 
and development in cable tech¬ 
nology. The manufacture of 
cable is highly technical line 
and the cable industry cannot 
survive unless it adopts latest 
techniques of manufacturing 
the cables so as to reduce the 
cost of production and to im¬ 
prove the quality of the cables. 
Moreover, the need of the day 
is import substitution for im¬ 
ported raw materials used in 
the manufacture of cables. 

The industry in Punjab has 
suffered in two ways. The exist¬ 
ing level of production has 
been affected by irregular sup¬ 
ply and power cuts leading to 
slower growth than anticipated. 
In spite of efforts made by us 


to circumvent the situation 
created out of irregular sup¬ 
ply and acute diortage of 
power, it is felt that the situa¬ 
tion further needs early aug¬ 
mentation of sources of supply. 
It is anticipated that comple¬ 
tion of Bhatinda Thermal 
Project will improve the situa¬ 
tion. 

If the industrial development 
in the country as a whole is 
to be accelerated, it is highly 
essential to plan a balanced 
supply and distribution of 
power keeping in view the 
necessity to maintain marginal 
surpluses in power rather than 
marginal shortages. I am 
stressing this point not be¬ 
cause your Company is parti¬ 
cularly interested in the power 
development plan but because 
I do feel that the entire econo¬ 
mic development of the country 
hinges on the strengthening of 
the particular component of 
infra-structure. 

We have some problems on 
octroi and we have drawn 
attention of the Punjab Gov¬ 
ernment towards this. With 
political stability restored in 
the Punjab State after recent 
elections it is hoped suitable 
early action will be taken to 
help the industrial growth 


of the State, 

I would like, in the end to 
thank, on my behalf and that 
of the ^Company, Industrial 
Finance Corporation of India, 
ICICI, Punjab Financial Cor* 
poration, State Bank of Patiala, 
Punjab Government and Gov* 
eminent of India for their co¬ 
operation and helpful attitude* 
I hope that we will continue to 
deserve their consideration in 
future also. 

Our thanks are also due to 
our esteemed customers in¬ 
cluding M/s Razno Import of 
the USSR. The State Electri¬ 
city Boards, Indian Railways 
and the DGS&D for their 
continued patronage. 

In the end 1 take this oppor¬ 
tunity of expressing my deep 
appreciation of the unfailing 
support extended to me by the 
Managing Director, my col¬ 
leagues on the Board and also 
the invaluable co-operation 
provided by the executives and 
atl other employees of the 
Company. 

Thank you. 

Note : This does not pur¬ 
port to be a record 
of proceedings of 
the Annual General 
Meeting. 


INDIAN BANK 

(Wholly owned by Government of India) 

Regd. Office : Indian Bank Buildings, 17 North Beach Road, Madras-1. 
Abridged Balance Sheet as at 31st December 1971. 


CAPITAL AND LIABILITIES 

. ^ ^ 

1. CAPITAL : 

Paid up Capital (WjKilly owned by thcCcnlial 
O overnmem ) 88,66,600.00 

2. Reserve Fund and Other Reseivcs 1,27,98,570.00 

3. Deposits and other accounts 125,79,90,532.52 

4. Borrowings from other Banking Companies, Agents 

etc. 5.78,92,238.32 

5. Bills Payable 2,93,35,910.17 

6. Bills for collection being bills receivable r.s per 

Contra 7,65,95,625.35 

7. Other Liabilities 3,87,71,101.83 

8. Acceptances, Endorsements and Other Obligations 

per Contra 7,46,33,603.55 

9. Profit and Loss 1,79,123.44 


Total : 155,70,63,305.18 


PROPERTY AND ASSETS 



Rs. P. 

1. Gi*h 

7,70,96,137.57 

2. Balances with other Banks 

10,62,83,371.68 

3. Money at call and Short Notice 

46,79,500.00 

4. Investments 

35,02,45,499.08 

5. Advances 

6. Bills receivable being bilis for collection as per 

81,72,23,655.39 

Contra 

7. Constituents' Liabilities for Acceptances, Endorse¬ 

7,65,95,625.35 

ments and other obligations per contra 

7,46,33,603.55 

8. («) Premises 

98,97,061.78 

b) Buildings under construction 

83,650.61 

9. Safes, Furniture, Fixtures etc. 

88,98,790.20 

10. Other Assets including Silver 

11. Non-Banking assets acquired in Satisfaction of 

3,14,18,427.89 

Claims 

7,982.08 

Total : 

1 <5,70,63,305.18 


B. NATARAJAN 
M.A. KAMARUDIN 
P. KRISHNASWAMY 
K. A. CHAKRAPANI 

Place : MADRAS K. VENKATARAMA AYYAR G. LAKSHMINARAYANAN M. O. BALASUBRAMANIAN 

Dated : 29th April 1972 Secretary, Custodian. Directors. 
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litis great invention 



spells the end of 
the black ends! 



The Mew PNHps tubettght with triple coil 

and anode ring does not blacken at the ends. 


The triple coil end 
enode ring construction. 

Ordinary tubelights have coiled coil 
electrodes at the ends. The new 
Philips tubelight has a thrice coiled 
coil—the triple coil. Around the triple 
coil is another new element—an anode ring, 
i Together they give you better fluorescent 
lighting than you've ever seen before. 

No end blackening. 

Ordinary tubelights blacken at the ends, 
absorbing useful light. The triple coil and 
anode ring construction in the new tubelight 
prevents blackening. 

Brighter, longer lasting light. 

Tests prove that the new Philips tubelight 


PHILIPS INDIA LIMITED 



Is brighter. And it stays brighter longer than 
other tubelights. Its lumen maintenance is higher. 

Good colour rendition. 

Philips lamps balance brightness with good 
colour rendition. So you see things in the 
right light. 

Modern integrated factory. 

Every component of a Philips lamp is made in 
the Philips factory—the largest and most 
modern integrated lamp factory in Asia 
outside of Japan. So quality control is complete. 

The next time you need a tubelight. buy 
the better tubelight. Philips. 

Also from Philip*} The TLF Reflectalite, a 
tubelight with a built-in reflector. 

PHILIPS 

When • better lamp le needed, Philip* make it. 
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UNITED COMMERCIAL BANK 

Head Office : 10 Brabouraa Road, CALCUTTA 

; REPORT OF THE DIRECTORS 

The Directors have pleasure in presenting their Third Report along with the Accounts for the year ended 31st December 

1971. 

| Before we take up a review of the Bank's operations during 1971, we express our deej> sense of gratitude to our armed forces 

' who fought valiantly and to those who laid down their lives in the cause of upholding the territorial integrity and national honour of 
! the country in the short-lived December war. The Bank as a whole and its branches in the border areas in particular, so conducted 
: their business operations as to ensure smooth production and distribution of civil and military requirements and inspire confidence in 
1 the Nation's strength and solidarity. It also donated a sum of Rs. 3 lakhs out of its profits for 1971 to the National Defence Fund. 
In addition, many employees of the Bank contributed voluntarily their one day’s gross salary to this Fund and also donated blood. 

| OPERATIONS OF THE BANK 

The operations of the Bank in India and abroad recorded satisfactory progress during the year under review. 

Deposits 

The deposits and other accounts of the Bank at Rs. 337.44 crores showed an increase of Rs. 41.63 crores as against an in¬ 
crease of Rs. 38.28 crores in the previous year. The aggregate deposits of the Bank in India rose by Rs. 42.51 crores as against a 
rise of Rs. 36.95 crores in 1970. The number of deposit accounts in India went up from 10,60,000 to 12,41,000 recording an increase 
of 1,81,000 as against 1.48,000 during the previous year. Particular mention may be made of the Savings Bank Deposits which rose 
by nearly Rs. 15 crores during the year as compared to the rise of Rs. 11 crores in the previous year. 

Of the total deposits of the bank in India at the end of 1971, 147 branches, opened after 19th July 1969, accounted for 
Rs. 10.69 crores. A table showing the number of branches opened after 19th July 1969, their deposits and advances as at the end 
of 1969, 1970 and 1971 is given below : 

(Rupees in thousands) 

31-12-1969 31-12-1970 31-12-1971 


I. Number of Offices opened after 19th July 1969 yearwise 

15 

70 

62 

(n) Total number of Offices opened after 19-7-1969 

15 

85 

147 

(b) Deposits 

37,46 

286,12 

10,69,46 

(c) Advances & Bills 

21,73 

185,90 

4,79,48 

II. NO. OF OFFICES OPENED IN THE EASTERN REGION AFTER 
19-7-1969 INCLUDED IN I (a) ABOVE 

No. of 
Offices 

C Rupees in thousands ) 

31-12-1969 

Advances 

Deposits & Bills 

Rural Centres 

3 

8,86 

17 

Semi-Urban Centres 

3 

4,97 

1,55 

Urban Centres 

— 

— 

— 

Metropolitan Areas 

— 

— 

— 


6 

13,83 

1,72 

Rural Centres 

37 

31-12-1970 

79,67 

‘ 16,67 

Semi-Urban Centres 

9 

30,74 

13,40 

Urban Centres 

— 

— 

— 

Metropolitan Areas 

— 

— 

— 


46 

1,10,41 

30,07 

Rural Centres 

53 

31-12-1971 

2,53,96 

51,88 

Semi-Urban Centres 

17 

1,40,19 

26,37 

Urban Centres 

— 

— 

— 

Metropolitan Areas 

— 

— 

— 


70 

3,94,15 

78,25 
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With $ View to ensuring involvement of all the members of the staff in the efforts for mobilisation of deposits, a scheme of 
ash rewards $o the members of the staff was'introduced in October 1971. As a result of this incentive scheme, the deposits during 
he last two sibnths of the year increased by nearly Rs. 12 crores (average of Rs. 6 crores per month) as against an average monthly 
n crease of Rs. 3 crores during the previous ten months. 

advances 

The Bank’s Advances and Bills outstanding on 31st December 1971 amounted to Rs. 228.86 crores, registering a rise of 
Is. 11.71 crores during the year as against a rise of Rs. 54.33 crores during the previous year. 

The smaller rise in the Bank’s credit was due mainly to the slower growth of industrial advances during the year and to the 
olicy followed by the Bank to restrict its credit expansion in a manner so as to reduce the Bank’s dependence on the Reserve Ban if, 
articularly during the busy season. 

The credit-deposit ratio of the Bank in India which was in the neighbourhood of 81 per cent during the year 1970 was deli- 
leratcly reduced to around 76 per cent during the year 1971. In bringing about this reduction, care was taken to ensure that the 
■enuine requirements of industry were met. 

The debts due by Directors or Officers of the Bank or any of them either severally or jointly with any other persons shown 
i the Balance Sheet under item (V) ’Particulars of Advances' represented loans and advances granted to officers of the Bank mainly 
or construction or acquisition of houses under the Bank’s Housing Loan Scheme for the members of the staff, for purchase of conve- 
ances like bicycles, scooters, motor-cycles, cars etc. The increase of nearly Rs. 23 lakhs in such advances is due, mainly to the inclu- 
ion of the advances granted to clerical staff in the earlier years, consequent on their promotion to officers cadre during the period 
nder review. 


PRIORITY AND PREFERRED SECTORS 

The Bank formulated certain schemes for development of the priority/preferred sectors and availment of the advances under 
hesc schemes would have normally stepped up the Bank’s advances to the priority/preferred sectors substantially. However, on 
ccount of certain practical difficulties the progress with regard to advances to these sectors has not been up to expectations. 

As will be seen from the table given below, during the year, 12,608 new accounts were brought on the books of the Bank tak- 
iig the total number of accounts to 52,742 as at the close of 1971 as against 40,134 accounts at the end of the previous year: While 
he overall limits increased to the level of Rs. 84.92 crores as on 31st December 1971 as against Rs. 81.38 crores at the end of 1970, 
he availment figure showed a small drop of Rs. 0.93 crore from Rs. 53.67 crores to Rs. 52.74 crores. The decline in availments 
ras mainly due to the fall under the export sector; the outstanding figure being Rs. 10.51 crores as against Rs. 14.57 crores at the 
nd of the previous year. 

(Amount in Crores of Rupees) 
1970 1971 


Financing of 

No. of 
A/cs. 

Sanctioned 

Limits 

Balance 

Out- 

standing 

No. of 
A/cs. 

Sanctioned 

Limits 

Balance 

Out¬ 

standing 

1. SMALL-SCALE INDUSTRIES . 

5,095 

32.51 

17.91 

6,195 

32.70 

19.64 

Of which Transport Operators . 

997 

3.07 

2.35 

1,908 

4.87 

3.23 

2. AGRICULTURE . 

24,654 

19.28 

13.76 

34,522 

20.93 

15.27 

3. EXPORTS (Pre-shipment and Post-shipment) 

375 

18.75 

14.57 

401 

20.27 

10.51 

4. RETAIL TRADE AND SMALL BUSINESS 

7,672 

10.18 

6.87 

9,333 

10.07 

6.58 

5. PROFESSIONALS AND SELF-EMPLOYED AND 







EDUCATION . 

2,338 

0.66 

0.56 

2,291 

0.95 

0.74 

Total : 

40,134 

81.38 

53.67 

52,742 

84.92 

52.74 


During the year, 1,100 new Small-scale Industry accounts including Transport Operators were brought on the books of the 
Bank and the outstanding advances to this sector at the end t of 1971 amounted to Rs. 19.64 crores as against Rs. 17.91 crores at the 
snd of the previous year. 


In Agricultural finance, satisfactory progress was achieved by extending financial accommodation in 9,868 new Farm accounts 
taking their total at the end of 1971 to 34,522. The lirfiits sanctioned and availment figures recorded an improvement of Rs. 1.65 
crores and Rs. 1.51 crores respectively over the figures of the previous year. Loans to farmers through the Primary Cooperative 
Credit Societies increased to Rs. 1.19 crores in limits and Rs. 0.49 crore in balances outstanding at the end of 1971 as against Rs. 0.98 
crore and Rs. 0.36 crore respectively at the end of 1970. The number of farmers benefited by such finance was 8,854 as against 
3,309 in the previous year. 

During the year, the Bank devised a Scheme involving an outlay of Rs. 18 lakhs to provide term loans to small cultivators 
in 35 villages located in the district of Hooghly (West Bengal) for sinking 350 Shallow Tube Wells and installation of Pump Sets. 
The Bank also worked out a Scheme involving an outlay of about Rs. 15 lakhs for providing loans to about 125 small farmers for 
cultivation of Mandarine Oranges at Mohapa village in Nagpur district. More such Schemes to suit the requirements of the various 
regions, particularly the States comprising the Eastern Region arc being worked out. 
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The Bank took active steps to implement the recommendations of the Committee constituted by the Reserve'Bank of India 
to review the special credit Schemes of banks with particular reference to their employment potential. The Bank is associated with 
a pilot project started by a Committee of businessmen, bankers and social workers in an effort to work out a way in which the un- 
employment problem in Calcutta may be mitigated. The main objective of the project is to foster and promote the idea of seif- 
employment among the unemployed educated youth. Our Bank has financed some of the seif-employment projects sponsored by 
this Committee. A novel experiment was made during the Puja festival in Calcutta in October 197J. *■ Pavement Hawkers, some 
of whom were educated unemployed, were given financial help to set up stalls for sale of garments and other articles usually pur¬ 
chased during the Puja season. About 300 hawkers availed of bank finance aggregating about Rs. 1 lakh. The experience with 
regard to recovery of such advances has not been unsatisfactory. It is proposed to extend such facilities on a larger scale during 
the current year and collaborate with any scheme the Government of Wes* Bengal and the Municipal Corporation might initiate' 
for resettling the evicted Pavement Hawkers in designated areas. 

During the year, the Bank contributed a sum of Rs. 12. SO lakhs to the Share Capital of the Industrial Reconstruction Cor¬ 
poration of India Ltd., which was established in April 1971 and is at present concentrating its efforts on the rehabilitation of Sick 
units in West Bengal. The Bank has helped in the reopening of four such Sick units in Calcutta by extending additional credit faci¬ 
lities under the Scheme approved by the Industrial Reconstruction Corporation of India Ltd. This has enabled rehabilitation of 
about 4,000 workers who became unemployed on account of the closure of these units. 

BRANCHES 

During 1971, 62 new branches were opened as against 70 branches in 1970 as shown in the table below. Of these, as many 
as SS were in rural and semi-urban centres. Out of 62 branches opened during the year, 23 were opened in the Eastern Region. The 
pace of opening of branches was slowed down during the third and fourth quarters of 1971, largely due to the inadequacy of trained 
man-power resources. This constraint on the opening of new branches is being sought to be removed by takmg effective and urgent 
steps for man-power development. 


NUMBER OF BRANCHES OPENED DURING THE LAST THREE YEARS 


Number of Branches at the 
end of 

1969 1970 1971 

STATES 


BRANCHES OPENED IN 1971 


Rural 

Semi- Urban/ 

Urban Metropolitan TOTAL 

6 

14 

22 

Assam 


6 

2 

— 

8(8) 

2 

2 

2 

Meghalaya 


— 

— 

— 


26 

29 

35 

Bihar 


6 

— 

— 

6(6) 

11 

27 

31 

Orissa 


2 

2 

— 

4(3) 

49 

63 

68 

West Bengal 


i 

4 

— 

5(5) 

3 

10 

11 

Himachal Pradesh 


1 

— 

— 

KD 

17 

24 

30 

Punjab 


6 

— 

— 

6(6) 

27 

30 

41 

Rajasthan . 


7 

4 

— 

11(11) 

6 

6 

8 

Andhra Pradesh 


1 

— 

1 

2 

9 

10 

10 

Haryana 


— 

— 

— 

— 

43 

44 

45 

Gujarat 


— 

1 

— 

1 

4 

4 

4 

Jammu & Kashmir 


— 

— 

— 

— 

7 

8 

8 

Kerala 


— 

— 

— 

— 

30 

30 

33 

Madhya Pradesh 


— 

1 

2 

3 

36 

39 

43 

Maharashtra 


— 

2 

2 

4 

7 

7 

7 

Mysore 


— 

— 

— 

— 

18 

20 

26 

Tamil Nadu 


3 

3 

— 

6 

36 

38 

41 

Uttar Pradesh 


3 

— 

— 

3 

1 

1 

1 

Tripura 


— 

— 

— 

— 

28 

30 

32 

Union Territories 


— 

— 

2 

2 

366 

436 

498 


TOTAL 

36 

19 

7 

62(40) 


(Figures in brackets indicate branches in Lead Districts ) 


The total number of branches of the Bank in India at the end of 1971 was 498, out of which 142 were located in rural centres, 161 
were in semi-urban centres and the rest in urban centres and metropolitan cities. The number of branches in foreign countries 
remained unchanged at six. 

It is proposed to open about 130 branches during 1972. Of these, 95 will be located in rural and semi-urban centres and 35 
in urban centres and metropolitan cities. Emphasis is being laid on opening branches in the States in Eastern Region and the Lead 
Districts in the States of Himachal Pradesh, Rajasthan and Punjab. 

LEAD DISTRICTS 

The Bank has been allotted 23 districts under the ‘Lead Bank* Scheme out of which 13 are in the States of Eastern Region, 
and 10 arc in the three States of Northern Region. For the purpose of identifying growth centres for opening new branches and 
for assessing the economic activities in the districts, impressionistic surveys were undertaken for all the lead districts. The survey 
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reports for all the 23 districts have since been completed and circulated amongst the bankers so that new offices can be opened in the 
identified growth centre. Out of the 130 branches proposed to be opened by the Bank in 1972,57 branches will be in these growth 
centres. 


A special study of Dhenkanal District in Orissa has recently been conducted in collaboration with the Agricultural Fin¬ 
ance Corporation Ltd., for formulating special Schemes for economic development with a view to improving the living standards 
of this backward district. The Bank has undertaken a special study of the Lead Districts for bringing out the relationship between 
incomes and savings and to evaluate the saving prospects. This study is being undertaken to devise special Schemes suited for dif¬ 
ferent classes of the population, particularly in rural areas, for canalising their savings into the banking sector. It is hoped that 
during the coming year the incentive scheme referred to above and the special studies being made would help in augmenting substan¬ 
tially the deposit resources of the Bank. 


WORKING RESULTS 

The working results of the Bank for the year have been satisfactory. The gross income, after making usual and necessary 
provisions, showed a rise of Rs. 4.99 crores as compared to the rise of Rs. 4.13 crores in the previous year. On the Expenditure 
side, Interest paid on Deposits and Borrowings increased by Rs. 2.85 crores (Rs. 1.82 crores in the previous year). The rise in 
Establishment expenses was Rs. 1.36 crores as against Rs. 1.59 crores in the previous year. The expenditure on other accounts 
also increased by Rs. 0.40 crore as compared to Rs. 0.20 crore in the previous year’s increase. The Net Profit of the Bank was 
higher by Rs. 0.38 crore at Rs. 1.80 crores. After transferring a sum of Rs. 43.25 lakhs to the Reserve Fund and providing Rs. 
81.50 lakhs for Bonus to staff and setting aside a sumofRs. 3.10 lakhs for donations, the balance of Rs. 52.60 lakhs has been trans¬ 
ferred to the Central Government in terms of Section 10(7) of the Banking Companies (Acquisition and Transfer of Undertakings) 
Act, 1970. The amount transferred to the Central Government works out to 6.3 per cent on the compensation paid by the Govern¬ 
ment. 


REORGANISATION OF ADMINISTRATIVE AND OPERATIONAL SET-UP OF THE BANK 

By a notification dated the 1st September 1971, the Central Government appointed Shri V. R. Desai. Deputy General Mana¬ 
ger of the Bank, as Custodian vice Shri R. B. Shah. Shri Desai was also appointed with effect from the same date as a member of the 
First Board of Directors of the Bank constituted by the Government of India by its notification dated the 18th July 1970. 

In the last annual report it was indicated that the Board of Directors had taken on hand the reorganisation of the Bank’s 
administrative and organisational set-up in the context of the growing network of Branches and the widening range of functions 
and services. The Scheme of reorganisation, which takes into account the need for functional, specialisation, decentralisation of 
administration and personnel development, was finalised in the first week of February 1972 and was put into operation from 1st March 
1972. Under the Scheme, the Head Office set-up has been reorganised on a functional basis with three divisions »7r., Administration 
and Accounts, Banking Operations and Development and Planning, each under the charge of a Deputy General Manager. The 
branches of the Bank have been grouped into 15 Divisions and they have been placed under the charge of Divisional Managers. These 
Divisions have been further re-grouped according to the regions into six Zones and placed under the charge of Assistant General 
Managers. 

The Bank, being Calcutta-based, has a special responsibility cast on it for the development of the Eastern Region comprising 
the States of West Bengal, Orissa, Bihar, Assam, Meghalaya, Tripura, Manipur, Mizoram and Nagaland which are all at present 
underdeveloped. This region has, therefore, been divided into two and each has been placed under the control of a senior officer 
of the rank of Assistant General Manager with headquarters in Calcutta. Arrangements are well in hand for filling up the posts at 
the Head Office requiring specialised knowledge and experience of handling important functions like drawing up of technically fea¬ 
sible and viable Schemes of industrial and agricultural development to suit the requirements of various regions. The Zonal and 
Divisional offices are also being manned with adequately trained personnel to implement such Schemes and for disposal of credit. 
proposals promptly, particularly those coming from priority sectors. 

Facilities for training of newly recruited clerks and probationary officers in banking procedure and practices are being aug¬ 
mented by starting additional training centres and enlarging the capacity at the existing centres. It is also proposed to have roving 
instructors to visit branches in each State, particularly the new branches established in the Eastern Region for the purpose of impart¬ 
ing training to all the stafTat such branches bearing in mind the type of business available at those centres. 

The Directors would like to thank the officers and other members of the stalf for their continued co-operation and sincere 
and devoted service to the Institution. 


Calcutta, 
29th April, 1972 


For and on behalf of the Board of Directors 

V. R. DESAI 
Custodian 
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UNITED COMMERCIAL 

BALANCE SHEET AS AT 

CAPITAL AND LIABILITIES 31 st December, 1971 3 lit December, 1970 

Rs. P. Rs. P. Rs. Rs. 

1. CAPITAL : 

Paid up . •• 2,80,00,000.00 2,80.00,000 

(Wholly owned by the Central Government) 

2. RESERVE FUND AND OTHER RESERVES : 

(a) Reserve Fund. 5,18,75,000.00 4,70,00,000 

(b) Development Rebate Reserve. 3,60,000.00 5,22,35,000.00 9,10,000 4,79,10,000 

3. DEPOSITS AND OTHER ACCOUNTS : 

Fixed Deposits •• 1,66,85,98,308.73 1,45,25,63,576 

Savings Bank Deposits . 78,88,21,238.62 64,14,64,647 

Current Accounts, Contingency Accounts, etc. .. 91,69,78,909.87 3,37,43,98,457.22 86,40,30,669 2,95,80,58,892 

4. BORROWINGS FROM OTHER BANKING 
COMPANIES, AGENTS, ETC. 

(/) In India 8,72,40,295.39 20,32,30,917 

Includes borrowings from : 


31.12.1971 

31.12.1970 

Rs. 

Rs. 


Industrial Development 
Bank of India 

1.97,19,519.33 

2,14,50,000 

Agricultural Refinance 
Corporation 

56,28,500.00 

22,64,900 

Financial Institutions 
under Participation 
Certificate Scheme 

99,50,000.00 

_ 

Reserve Bank of India 

5,00,00,000.00 

17,80.00.000 

Other Banks 

19,42,276.06 

15,16,017 


8,72,40,295.39 

20,32.30,917 


(tf) Outside India . 56,13.177.85 9,28,53,473.24 79,16,199 21,11,47,116 

PARTICULARS : 

(i) Secured by part of Investments and assignment 

of Advances per contra . 4,74,41,019.33 14,68,64,900 

(») Unsecured . 4,54,12,453.91 6,42,82,216 

9,28,53,473.24 21,11,47,116 

Carried over ... 3,54,74,86,930.46 3,24,51,16,008 
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V>, 

V.* 


BANK 

31ST. DECEMBER, 1971 

property and assets 


31st December, 1971 


31st December, 1970 


1. CASH : 

In hand and with Reserve Bank of India and State 
Bank of India (including foreign currency notes)... 

2. BALANCES WITH OTHER BANKS : 

On current Account 

(i) In India Rs. 67,33,639.10 

(«) Outside India Rs. 4,33,19,714.03 

3. MONEY AT CALL AND SHORT NOTICE : .. 


4. INVESTMENTS : (at below market value) 

(<) Securities of the Central and State Govern¬ 
ments and other Trustee Securities, including 
Treasury Bills of the Central and State Gov¬ 
ernments 

(ii) Shares: 

(a) Fully Paid Preference Shares 

(b) Partly Paid Preference Shares 

(c) Fully Paid Ordinary Shares 
(rf) Partly Paid Ordinary Shares 

(iii) Debentures or Bonds 
(r'v) Other Investments : 

(a) Securities of Foreign Governments and 
Foreign Trustee Securities 

( b ) Unit Trust of India (Initial Capital) 

(r) Gold 

5. ADVANCES : 

(Other than bad and doubtful debts for which provi¬ 
sion has been made to the satisfaction of the Auditors) 
(1) Loans, Cash Credits, Overdrafts, etc. 

(0 In India Rs. 1,50,95,02,448.02 

Includes Advances against 
which raflnance has been 

obtained per contra from : 31.12.1*171 31.12.1970 

~~15!- —Es!— 

Term Advances : Industrial 


1,47,59,16,936 


Development Bank of India 1,97,19,519,33 
and 

Agricultural Refinance Cor¬ 
poration 

Cash Credit : Financial 
Institutions under Participa¬ 
tion Certificate Scheme 


56,28,500,00 


99,50,000.00 


2,14,50,000 

22,64,900 

Nil 


(ii) Outside India 


Rs. 6,08,12,825.75 


(11) Bills Discounted and Purchased '(excluding 
Treasury Bills of the Central and State 
Governments): 

(0 Payable In India of Rs. 59,93,15,642.32 
[Includes an amount of RS. 23,00,00,000 (Previous 
Year— Rs. 6,00,00,000) classified under Particulars 
(iii) belo\v-of Usance Promissory Notes lodged with 
Reserve Bank of India for advances under Section 
17 (4) (c) to the extent of Rs. 3,00,00,000 (Previous 
year—Rs. 5,50,00,000) Per contra.] 

(ii) Payable outside India Rs. 11,90,11,435.33 


1,57,03,15,273.77 


7,74,17,417 

1,55,33,34,353 

46,57,20,881 


15,24,12,292 


Rs. P. 

Rs. P. 

Rs. 

Rs. 

26,10,13,273.13 



25,66,98,854 

5,00,53,353.15 

31,10,66,626.28 

70,51,696 

6,74,75,418 

7,45,27,114 


4,85,00,307.20 


1,62,64,000 


35,95,66,933.48 


34,74,89,968 

96,15,40,360.10 


80,69,46,113 


9,22,042.50 

Nil 

39,61,352.13 

42,43,720.00 

57,35,107.50 


8,38,643 

47,500 

52,36,947 

28,33,620 

71,87,380 


1,37,00,610.65 

4,50,000.00 

99,05,53,192.88 

1,30,17,865 

4,50,000 

83,65,58,068 


71,83,27,077.65 2,28,86,42,351.42 


Carried over 


3,63,87,62,477.78 


61,81,33,173 2,17,14,67,526 

3,35,55.15,562 
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UNITED COMMERCIAL 

BALANCE SHEET AS AT 


. CAPITAL AND LIABILITIES 

31st December 1971 

— y - . ■ ■" " 

31st December 1970 

Brought forward 

Rs. P. 

Rs. P. 

3,54,74,86,930.46 

Rs. 

Rs. 

3,24,51,16,008 

5. BILLS PAYABLE :. 


5,28,79,849.40 


7,60,12,420 

6. BILLS FOR COLLECTION BEING BILLS 
RECEIVABLE as per contra : 

(/') Payable in India . 

(ii) Payable outside India. 

25,46,60,839.11 

8,83,61,648.03 

34,30,22,487.14 

26,31,79,205 

7,86,93,938 

34,18,73,143 

7. OTHER LIABILITIES : 

(i) Branch Adjustments. 

(ii) Rebate on Bills Discounted, Advance Receipts 

etc. . 

10,30,52,565.72 

39,00,978.90 

10,69,53,544.62 

10,23,84,299 

45,43,808 

10,69,28,107 

8. ACCEPTANCES, ENDORSEMENTS AND 
OTHER OBLIGATIONS per contra : .. 


24,51,23,663.36 


30,17,45,910 

9. PROFIT AND LOSS : 

Profit as per last Balance Sheet . 

Less Amount transferred to Central Government 

47,10,920.62 

47,10,920.62 


25,41,865 

25,41,865 


Add Transfer from Contin¬ 
gency Reserve Rs. 

Less Bonus paid to StalTfor the 
years 1968 and 1969 in ex¬ 
cess of amount appropriat¬ 
ed for bonus Rs. 

... 


... 




16,55.934 




16,55,934 



... 


... 


Add Profit for the year 

Less Appropriations made : 

To Reserve Fund Rs. 43,25,000.00 

To Bonus to Staff Rs. 81,50,000.00 

To Donation to Nat¬ 
ional Defence Fund 
and Orissa Cyclone 

Relief Rs. 3,10,000.00 

1,80,44,792.17 

i 

1,42,02,974 

28,92,054 

66,00,000 


Balance to be transferred to Central Government 
in terms of Section 10(7) of Banking Companies 
(Acquisition and Transfer of Undertakings) Act, 
1970 

1,27,85,000.00 

52,59,792.17 

94,92,054 

47,10,920 



Carried over .. 


4,30,07,26,267.15 


4,07,63,86,508 
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M 

31ST DECEMBER, 1971 


PROPERTY AND ASSETS 



3Ixr December , 1971 


31st December , 1970 


Brought Forward 

PARTICULARS OF ADVANCES : 

(i) Debts considered good in respect of which the 

Bank is fully secured. 

(W) Debts considered good for which the Bank 
holds no other security than the debtors’ per¬ 
sonal security. 

(iiV) Debts considered good secured by the personal 
liabilities of one or more parties in addition 
to the personal security of the debtors 
(iv) Debts considered doubtful or bad, not 
provided for . 


Rs. P. Rs. P. 

3,63,87,62,477.78 

1,55,79,64,323.87 

15,84,05,177.41 

57,22,72,850.14 
Nil 


2,28,86,42,351.42 


(v) Debts due by directors or officers of the Bank 
or any of them either severally or jointly with 
any other persons 

(v/) Debts due by companies or firms in which the 
directors of the Bank arc interested as direc¬ 
tors, partners or managing agents, or in the 
case of private companies, as members 
(vii) Maximum total amount of advances, includ¬ 
ing temporary advances made at any time 
during the year to directors or managers or 
officers of the Bank or any of them cither 
severally or jointly with any other persons .. 
(viii) Maximum total amount of advances, includ¬ 
ing temporary advances granted during the 
year to the companies or firms in which the 
directors of the Bank are interested as direc¬ 
tors, partners or managing agents or, in the 
case of private companies, as members 
(/*) Due from banking companies, banks under 
Banking Companies (Acquisition and Transfer 
of Undertakings) Act, 1970 and foreign banks 


84,98,335.97 


85,00,724.91 


1,24,40,168.01 


6. BILLS RECEIVABLE BEING BILLS FOR 
COLLECTION as per contra : 

(i) Payable in India . 25,46,60,839.11 

(ii) Payable outside India. 8,83,61,648.03 


7. CONSTITUENTS’ LIABILITIES FOR ACCEP¬ 

TANCES, ENDORSEMENTS AND OTHER 
OBLIGATIONS per contra . 

8. PREMISES LESS DEPRECIATION : 

Cost as per last balance sheet . 2,80,79,110.79 

Adjustment on account of conversion at new # 
parity rate of figures relating to foreign branches 
on realignment of the parities of major inter¬ 
national currencies in December 1971 1,93,311.06 


34,30,22,487.14 
24,51,23,663.36 


2,82,72,421.85 

Additions and transfers Rs. 25,66,156-58 

Less deductions Rs. 1,36,872=93 during the year 24,29,283.65 


3,07,01,705.50 

Less depreciation to date. 45,47,363.87 2,61,54,341.63 


Rs. Rs. 

3,35,55,15,562 

1,59,44,69,187 

22,68,13,304 

35,01,85,035 

Nil 

2,17,14,67,526 


62,03,538 


62,55,731 


1,47,92,485 


26,31,79,205 

7,86,93,938 

-— 34,18,73,143 


30,17,45,910 

2,44,39,599 


2,44,39,599 

36,39,512 

2,80,79,111 

39,54,873 2,41,24,238 


Carried over- .. 


4,25,30,62,969.91 


4,02,32,58,ff53 
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UNITED COMMERCIAL 

BALANCE SHEET AS AT 

CAPITAL AND LIABILITIES 31st December, 1971 ' 31st December, 1970 

Rs. P. Rs. P. Rs. Rs. 

Brought forward 4,30,07,26,267.15 4,07,63,86,508 


10. Contingent Liabilities : 

(/) On Partly Paid Shares 


Rs. 58,48,740.00 


(//) Claims against the Bank 

not acknowledged as debts Rs. 25,97,818.06 

(hi) Guarantees Given on behalf 
of Customers and Corres¬ 
pondent Banks Rs. 54,01,49,902.30 

(iv) Bills of Exchange Redis¬ 
counted with the Industrial 
Development Bank of India 
and Reserve Bank of India Rs. 9,13,55,805.07 


(v) Forward Exchange Con¬ 
tracts outstanding for the 
purchase and sale of Bills 
and Telegraphic Transfers Rs. 20,26,46,262.15 
of which upto 17-3-1972 
13,36,71,423=16 have been 
delivered 


NOTES i 


44,86,140 

19,23,043 

65,54,67, r 06 

6,70,23,755 

21,76,81,986 


(I | Provision m full for griiuitv no retirement of staff has not been matk hoi 

hit the liability fut Ihi same hern ascertained. 

(2) In accordance with the past prarure, il«c Asset* alul Liabiliti* - * of the Foreign 
Branches (excluding Karachi brain h) of (he Bank including fixrd assets and 
canital funds have l*cen converted at the banc rate of exchange as on 3lat 
Decemlier I97l. 

(3) The Income-tax assessments in India for thr years 19411 i<» Kljll, which had been 
reopened as the»l«cmv»-t.ix Officer differed with the method adopted/in the i>ast 
hy the Department for allowing Doohle Income-tax Relief have been' completed 
and the tax liability for these years and for the vears 1959 to I9GQ have been cal¬ 
culated hy him according to the new method. AsthcRa >k has disputed the action 
of the Iiuorne-tax Officer, no provision has been made for the additional liability 
arising from such assessments and otheritems disallowed io original asscsime-is in 
resuect of which atmeals are neudi'ig. Provision for taxes for the vears i960 to 
1971 has been made op the basis adorned all along in the past. The appeal 
relating to the year 1959, on the basis of which assessments for the past veais 
were rewened and subsequent assessments were completed, has been disposed of 
by the Appellate Assistant Goinmissin u*r ofTncomr-iax and the Rank's cm tritium 
in regard to Double Income-tax Relief has beep substantially upheld. I he 
Department has gone on aupeal against the appellate order. 

(4) The Asset* and Liabilities of the Karat hi Branch of The IJuited (lommcrt tal R.mk 
Ltd .stand efftusted to the Custodian of the Bank. Such • assets and liabilities 
continue to Vest in the Cus odian of Enemy Property, Pakistan, and since no further 
• lformat ion was available about the assets aid liabilities in Pakistan after 27th 
August 1965, these have been incorporated in the- Balance Sheet at their net 
book value (at ore-devaluation parity) as on that date. 

(5) (a) Branch Adjustment account at Head Office has been reconciled upto 30th 

June 1970 and reconciliation upto 3Ut December 1971 is in*progress. Recon¬ 
ciliation statements in respect of balances as on 31st December 1971 in the rase 
of some branch and bank accounts are under preparation. 

(b) The tallying of balances in some accounts as per General Ledgers with tliow 
as per Subsidiary LeJgers/Registers/Detailed Statements could not be com¬ 
pleted at a few Branches. 

Appropriate steps are being taken in this regard. 

Figures for 1970 have been rearranged where necessary. 


Total Rs. 4,30,07,26,267.15 


4,07,63,86,508 


The above Accounts have been drawn up in accordance with the 


Calcutta 

• 29th April. 1972. 


provisions of Section 29 of the Banking Regulation Act, 
V. R. Desai (i Custodian) 

D. Banerjbe 
Upen Bordoloi 
Raghunath Moiiapatra 
G. P. SlNHA 
Nalini Ambegaokar 
Ashok Mitra 

Directors 


1949. 
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31ST DECEMBER, 1971 


PROPERTY AND ASSETS 

31st December , 197! 

31st December , 1970 

Brought forward 

9. FURNITURE AND FIXTURES LESS DEPRE¬ 
CIATION : 

(including equipment and vehicles) 

Cost as per last balance-sheet 

Adjustment on account of conversion at new parity 
rate of figures relating to foreign branches on real¬ 
ignment of the parities of major international 
currencies in December 1971 . 

Rs. P. 

5,00,22,747.97 

1,87,098.95 

Rs. P. 

4,25,30,62,969.91 

Rs. 

4,23,95,304 

Rs. 

4,02,32,58,853 

Additions and transfers 

Rs. 63,42,432 = 11 Less deductions 

Rs. 4,10,672=79 during the year 

5,02,09,846.92 

59,31,759.32 


4,23,95,304 

76,27,444 


Less depreciation to date. 

5,61,41,606.24 

2,68,64,927.26 

2.92,76,678.98 

5,00,22,748 

2,30,56,436 

2,69,66,312 

10. OTHER ASSETS, INCLUDING SILVER 
(/) Land and Buildings : 

Cost as per last balance 

sheet Rs. 29,76,200.09 

Additions Rs. 4,21,821 = 10 

Less deductions Rs. Nil 

during the year Rs. 4,21,821.10 







53,87,359 

11,26,323 


Rs. 33,98,021.19 

Less Transfer to Premises 

account during the year Rs. 24,52,045.00 



65.13,682 

35.37,482 


Rs. 9,45,976.19 

Less Transfer to Furniture 
and Fixtures account dur¬ 
ing the year Rs. 53,387.50 

8,92,588.69 


29,76,200 


(/‘0 Interest accrued on Investments 
(///) Advance payment of Income-tax for assess¬ 
ment year 1972-73 . 

(iv) Stamps and Stationery. 

(r) Silver . 

1,18,91,409.73 

54,04,768.00 

1,93,448.29 

1,83,82,214.71 

29,76,200 

1,05,38,567 

1,24,45,903 

1,81,269 

2,61,41,939 

1. NON-BANKING ASSETS ACQUIRED IN 
SATISFACTION OF CLAIMS : 

Land and Buildings (at cost) 

9 

4,403.55 


19,404 

2. PROFIT AND LOSS . 




... 

Total Rs. .. 


4,30,07,26,267.15 


4,07,63,86,508 


R. C. Patel 
Ihief Accountant 


S. 1. Utamsing 
General Manager 


As per our report annexed. 


PRICE WATERHOUSE PEAT & CO. 
P. C. HANSOTIA & CO. 

G. BASU & CO. 

Chartered Accountants 
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UNITED COMMERCIAL 

PROFIT AND LOSS ACCOUNT FOR 


EXPENDITURE 


Year ended 

3fst December , 

7971 

Year ended 

31st December, 

1 970 



Rs. P. 

Rs. 

1, Interest paid on deposits, borrowings, etc. 

. .. ,. 

13,11,47,279.46 

10,26,84,126 

2. Salaries and allowances and Provident Fund" 

. 

8,54,47,533.55 

7,18,44,972 

3. Directors' and Local Committee Members' fees and allowances. 

15,050.00 

4,050 

4. Rent, Taxes, Insurance, Lighting, etc. 

, ,. ,, ,, 

92,88,492.25 

81,96,722 

5. Law Charges . 

. 

1,26,822.16 

1,09,473 

6. Postage, Telegrams and Stamps . 

. .. .. .. 

47,85,677.77 

37,71,827 

7. Auditors’ fees . 

. f, .. 

2,95,606.80 

3,33,751 

8. Depreciation on, and repairs to, the Bank’s property 

,. 

47,63,500.35 

44,49,648 

9. Stationery, Printing, Advertisement etc.** 

.. .. ,, 

60,37,270.99 

50,07,602 

10. Loss from sale of, or dealing with, non-banking assets 

.. .. 

. , 

• • • 

11. Other Expenditure . 


66,91,354.51 

61,37,278 

12. Balance of Profit subject to Bonus. 


1,80,44,792.17 

1.42,02,974 


"Includes remuneration of Chief Executive Officers : 


Immediate 
Past Present 


Custodian 

1970 


Custodian 
From 1-1-71 
To 31-8-71 

Custodian 
From 1-9-71 
To 31-12-71 

Rs. P. 


Rs. P. 

Rs. P. 

72,000.00 

(/) Salary . 

48,000.00 

15,000.00 

6,000.00 

<//) Allowances . 

4,000.00 

. . . 

6,000.00 

(iii) Contribution to Provident Fund 

4,000.00 

1.250.00 

9,000.00 

(/v) Monetary value of perquisites calculated in 




accordance with Income-tax Rules 

6,000.00 

1,500.00 

625.63 

(»•) Medical Aid. 

555.00 

372.38 

93,625.63 


62,555.00 

18,122.38 


"•Includes expenditure of Rs. 11,87,886.22 (Previous year Rs. 10,93,143.05) 

on Public Relations and Publicity. -- 

Total Rs. .. 26,66,43,380.01 21,67,42,423 


The above Accounts have been drawn up in accordance with the provisions of Section 29 of the Banking Regulation Act, 1949. 


Calcutta 
29th April, 1972 


V. R. Desai ( Custodian ) 
D. Bancrjee 
Upl'n Bordoloi 
Raghunath Mohapatra 
G. P. SlNHA 
Nalini Ambegaokar 
Ashok Mitra 

Directors 
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INCOME 

(Less provision made during Hie year for bad an<J doubtful debts and other usual or 
necessary provisions) 

Year ended 

31st December , 
1971 

Yew ended 

31st December, 
1970 


Rs. P. 

Rs. 

1. Interest and Discount .. .. . 

23,08,44,708.72 

18,31,54,068 

2. Commission, Exchange and Brokerage . 

3,28,61,488.91 

3,14,93,104 

3. Rents . 

20,64,674.45 

18,56,627 

4. Net profit on sale of investments, gold and silver, land, premises and other assets (Not 
credited to Reserves or any particular Fund or Account) . 


• 1 • 

5. Net Profit on revaluation of investments, gold and silver, land, premises and other assets 
(Not credited to Reserves or any particular Fund or Account) 


ft ft # 

6. Income from non-banking assets and profit from sale of, or dealing with, such assets 

2,82,898.03 

. . 

7. Other receipts . 

5,89,609.90 

2,38,624 

8. Lou . 


• • • 

Total Rs. .. 

26,66,43,380.01 

21,67,42,423 


R. C. Path. S. J. Utamsing As per our report annexed. 

Chief Accountant General Manager 

PRICE WATERHOUSE, PEAT & CO. 
P. C. HANSOTIA & CO. 

G. BASU& CO. 

Chartered Accountants 
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UNITED COMMERCIAL BANK 

REPORT OF THE AUDITORS 

THE PRESIDENT OF INDIA . 

We have audited the attached Balance Sheet of United Commercial Bank as at 31st December, 1971 and also the relative 
Profit and Loss Account for the year ended on that date annexed thereto, in which are incorporated the returns of 61 Branches audit* 
ed by us, 193 Branches audited by other auditors and the unaudited returns in respect of 250 Branches not visited by us» for the exclu¬ 
sion of which from audit, concurrence of the Reserve Bank of India, has been obtained. 

The Balance Sheet and Profit and Loss Account have been drawn up in forms ‘A’ and ‘B* respectively of the Third Schedule 
of the Banking Regulation Act, 1949. Accordingly, they disclose such matters as were required to be disclosed in the case of banking 
companies prior to nationalisation by virtue of the provisions of the said Act as read with the related provisions of the Companies 
Act, 1956. Subject to the limitations of such disclosure and on the basis of the audit indicated in the first paragraph and the notes 
on the accounts, wc report that : — 

(a) in our opinion and to the best of our information and the explanations given to us and as shown by the books and re¬ 
turns of the Bank : 

(0 The Balance Sheet is a full and fair Balance Sheet containing the necessary particulars and it is properly drawn up 
so as to exhibit a true and fair view of the affairs of the Bank as at 31st December, 1971; 

(ii) The Profit and Loss Account shows a true balance of profit for the year ended 31st December, 1971. 

(b) We have obtained all the information and explanations which to the best of our knowledge and belief were necessary 
for the purposes of our audit and have found them to be satisfactory ; 

(c) The transactions of the Bank which have come to our notice have been within the powers of the Bank; 

(ri) The returns rcceivcd/rom the branches of the Bank have been found adequate for the purposes of our audit! 

PRICE WATERHOUSE, PEAT & CO., 
P. (\ HANSOTIA & CO. 

G. BASU & CO. 

Calcutta, 

29th April, 1972 - Chartered Accountants 
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TRIPLE-STRENGTH CONSTRUCTION lor more 


mileage* greater safety and more retreedability. 



See your Firestone Dealer today. 


RECOMMENDED FIRESTONE PASSENGER CAR 
TYRE RETAIL PRICES 


Ambassador 6.90-15 White Black 6 PR — Rs. 178.06; 
5.90-15 Black 6 PR —Rs. 158.12 ‘Torino Taxi Special 
5.90-15 Black 6 PR-Re. 173.93 * Fiat 5.20-H White 
Black 6 PR — Rs. 152.62 ‘Standard 5.60-13, White Black 
6 PR—Rs. 167.47; 5.20-13 White Black 6 PR—Rs. 162.77 
Willys Jeep 6.00-16 GGND 6 PR—Rs. 225.00 (Sales Tax 
& Local Taxes extra) 
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INDUSTRY FOR 
PUBLIC OR POLITICS 

In the recent debates in Parlia¬ 
ment on Industries and Com¬ 
pany Law Administration, two 
classes concerned, the con¬ 
sumers and the unemployed 
were completely ignored. The 
interest of the unemployed, 
whose entry into the private 
sector fell to 0.7% from 2.4% 
in the previous year is in un¬ 
restricted expansion of in¬ 
dustry, which carries with it a 
consequential increase in trade, 
transport and services. The 
educated unemployed whose 
number will be related to the 
34 million students in secon¬ 
dary schools and above, who 
will not return to agricultural 
and manual work, depend lar¬ 
gely on industrial growth. This 
growth was 2% during the 
first 8 months of 1971 compa¬ 
red with 5.5% during the pre¬ 
vious corresponding period. 

The Minister of Company 
Affairs explained that “the real 
reason for industrial stagna¬ 
tion was that large industrial 
houses did not want to go in 
for increased production and 
for economies of scale. They 
go for diversification and high¬ 
er profits”. For a minister who 
has consistently hunted down 
monopoly in industry, it is 
strange admission first that big % 
houses matter in industrial 
production, second that they 
should increase production, 
when that would qualify them 
to dominance under the Mono¬ 
polies Act and third that they 
should not diversify and start 
new Industrie# when they have 
the experience and finance in 
the highest measure. 

There are other reasons, the 



a loss of Rs J-37 asperit y 
' potted Jfer Oerihe 

'IpvMdnent; ’ two4bWs 
ns modi mom h i the private 


Minister did nog disclose for 
industrial stagflation. First 
and foremost, big houses can¬ 
not go on expanding when the 
Minister declared that Section 
27 of the Act would be amended 
to break up monopoly houses. 
What a futile pursuit this will be 
was apparent from the Mini¬ 
ster’s admission that of 229 
cases of Monopolies referred 
to the Commission, only five 
were rejected. All that the. re¬ 
ferences have achieved is de¬ 
lay which has not only pre¬ 
vented increased production 
but has subjected to inflation 
the investment required. Se¬ 
condly, the Minister’s intention 
to make changes in audit and 
to departmentally inspect every 
company of big houses once a 
year will imply more red-tape 
and more opportunities for 
corruption. Even if inspections 
are necessary, they should be 
publicised and not remain rods 
in pickle for use of govern¬ 
ment for its own purposes. 
Better than inspections would 
be reports of the Bureau of 
Industrial Costs and Prices, 
which would be proper shopp¬ 
ing guides to the public, on 
the one hand and an infallible 
basis for imposition and assess¬ 
ment of taxes, on the other. 
Thirdly, the Minister forgot 
how indirect taxation was pena¬ 
lising consumption and direct 
taxation was discouraging in¬ 
vestment. Fourth, the con¬ 
fiscatory policies of socialism 
implied in ceilings, which can¬ 
not in a democracy be confined 
to agriculture only but must be 
extended to all incomes, has 
taken the heart out of all enter¬ 
prise. Even if government did 
not care about this, it will be 
blamed sooner or later for 
aborting employment oppor¬ 
tunities on one hand and for 


preventing rise in die standard 
of living by higher production 
at lower costs after industry is 
freed of restrictions and cont¬ 
rols. 

The Minister for Industry 
spoke of a new strategy for 
industry, which appears to be 
a special cel] for watching the 
implementation of licences, 
package programmes for small 
entrepreneurs, improvement in 
supply of industrial raw mate¬ 
rials. While all this is to the 
good, industry cannot advance 
without incentives both in the 
public and private sectors. In 
the public sector, on an 
investment of Rs 4,993 crores 


NOTICE is hereby given that 
the Thirty-second Annual 
General Meeting of TEXTILE 
MACHINERY CORPORA¬ 
TION LIMITED will be held 
on Wednesday, the 28th June, 
1972 at 4 p.m. at the Registered 
Office of the Company at 
Belgharia, Calcutta-56 to 
transact the following business: 

1. To receive and consider 
the Report of the Directors and 
to adopt the Audited Accounts 
of the Company for the year 
ended 31st December, 1971. 

2. To approve payment of 
Dividend on 8544 8.928% 
Cumulative Redeemable Prefe¬ 
rence Shares of Rs. 100/- each 
redeemed during the year for 
the year ended 31st December, 
1970 and for the period 1st 
January, 1971 to 30th Septem¬ 
ber, 1971, the date of 
redemption. 


sbcfpr, government dcrives the 
greater part of the revenue on 
Corporations and income tax, 
while the absence of profits 
in the public sector drives go¬ 
vernment to recover revenue 
from the people through in¬ 
direct taxes which are added to 
the prices. Even if factory 
workers are favoured with dis¬ 
proportionate allowances, they 
form a very small part of 
the population, which has to 
pay higher taxes and prices 
without receiving the benefits 
of increased employment and 
rising standards of firing. 


3. To appoint Directors in 
place of Shri G.R. Podar and 
Shri A.L. Goenka who retire 
by rotation and are eligible 
for re-election. 

4. To appoint Auditors and 
fix their remuneration. 

Te Register of Members of 
the Company will remain 
closed from 17th June, 1972 
to 28th June, 1972, both days 
inclusive. 

By Order of the Board 
O.P. Jbunjhunwala 
Belgharia, Secretary 

16th May, 1972. 

NOTE: A member entitled to 
attend and vote is entitled to 
appoint a Proxy to attend and 
vote instead of himself and 
the Proxy need not be a mem¬ 
ber. 


Mangalore 


Yours etc. 

J. M. Lobo Prabhu 


COMPANY NOTICE 

TEXTILE MACHINERY CORPORATION 
LIMITED 

NOTICE 

TO THE SHAREHOLDERS 
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STATISTICS 


Performance of 
Public Sector 
Undertakings: 
1970-71 

The DiRECTOR-General of the 
Bureau of Public Enterprises, 
Mr A.N. Banerjee, told news* 
men in the capital recently that 
the union government had 
made a further investment of 
Rs 381 crores in the public 
sector enterprises in 1970-71, 
taking the overall investment 
in these undertakings, num¬ 
bering 97, to Rs 4,682 crores. 
Of this investment, effective 
capital employed in produc¬ 
tion was Rs 3,754 crores. The 
balance represented the capi¬ 
tal employed in the undertak¬ 
ings under construction or ex¬ 
pansion. 

The 87 running public sec¬ 
tor enterprises whose accounts 
vcrc available, Mr Banerjee 
said, had incurred a net loss 
.if Rs 3.37 crores in 1970-71, 
is against Rs 4.87 crores in 
the previous year. The overall 
loss in 1971-72 was expected 
to be higher, although several 
units had put up an improved 
performance. The increase in 
the overall loss was attributed 
by Mr Banerjee to the deterio¬ 
ration in the profitability of 
Hindustan Steel (beacuse of the 
roof collapse at Rourkela and 
the continued labour trouble of 
Durgapur) and the two airlines 
—Air-Tndia and Indian Air- 
ines. Mr Banerjee agreed that 
the performance of public sec¬ 
tor enterprises in many cases 


had not been upto expecta¬ 
tions. 

The gross return on capital 
employed in 1970-71, Mr 
Banerjee disclosed, worked out 
to 2.7 per cent in case of 
Hindustan Steel, 3.3 per cent 
for other industrial, manufac¬ 
turing and mining undertaking, 
7.4 per cent for trading con¬ 
cerns and 1.2 per cent for the 
promotional and development 
undertakings. The overall 
gross return on the total effec¬ 
tive capital employed for pro¬ 
duction worked out to 3.9 
per cent. This was before pro¬ 
vision of interest and taxes on 
profits wherever made. 

As on 31st March, 1971 there 
were 97 undertakings directly 
under the management of the 
Central Government. The 
names of such undertakings, 
the administrative ministries 
responsible for their manage¬ 
ment and the total investment 
therein are given in Annexure 
‘A’. 

During 1970-71 a further in¬ 
vestment of Rs 381 crores was 
made in public enterprises 
bringing the total investment as 
at the end of 31st March, 1971 
to Rs 4682 crores as shown 
below :— 

Rs crores 


1970-71 Previ¬ 
ous 
year 


Central go¬ 
vernment 

4157 

3867 

State govern¬ 
ments 

10 

10 

Private par¬ 
ties (Indian) 

81 

50 

Private parties 
(foreign) 

434 

374 

Total 

4682 

4301 


Of the total investment of 
Rs 4682 crores the equity capi¬ 


tal accounted fbr Rs 2290 

crores and loans Rs 2392 crores. 

The pattern of investment 
was as under:— 

Rs crores 

concern 
(7? Nos) 

(a) Hindus¬ 
tan Steel 

Ltd 1036 

(b) Other 
Manufactur¬ 
ing & 

Mining un¬ 
dertakings 2328 

(c) Trading 
concerns 313 

(d) Other 

Commercial 
A Miscel¬ 
laneous un¬ 
dertakings 331 4008 

(ii) Undertakings under const¬ 
ruction 

8 Nos of such as Ba- 

karo Steel, Madras 
Fertilizers, Bharat 
Aluminium etc. 621 

(iii) Promotional A Develop¬ 
ment Undertakings 

9 Nos. such as National 

Small Industries Cor¬ 
poration, Handi¬ 
crafts A Handlooms 
Export Corpora¬ 
tion Ltd etc. 48 

(iv) Life Insurance 

Corporation of In¬ 
dia 5 


Total 4682 


Of the further investment of 
Rs 381 crores during 1970-71 
investment by central govern¬ 
ment was Rs 290 crores. The 
bulk of the investment during 
1970-71 by central government 
was made in the following 
enterprises; 

Rs in 
crores 


1. Bokaro Steel Ltd 147 

2. Fertilizer Corpo¬ 
ration of India 

Ltd 20 

3. Oil A Natural 

Gas Commission 17 

4. Hindustan Copper 

Ltd 13 

5. Indian Airlines 

Corporation 12 

6. National Mineral 


Development 

Corpn. Ltd 11 

7. National Coal 

Development Cor¬ 
pn. Ltd. 10 

8. Madras Fertili¬ 
zers Ltd 8 

9. Rural Electrifi¬ 

cation Corpora¬ 
tion Ltd 8 

10. Bharat Aluminium 

Company Ltd 7 

11. Fertilizers & Che¬ 
micals (Travancore) 

Ltd 7 

12. Indian Drugs & 
Pharmaceuticals 

Ltd 6 

13. Indian Petroche¬ 
micals Corporation 

Ltd 6 


272 


3. Performance of Hindustan 
Steel Ltd 


Hindustan Steel Ltd. owns 
three steel plants having the 
following capacities:— 



Steel 

Pig 


Ingots 

Iron 


(Million tonnes) 

Rourkela 

1.8 

0.3 

Bhilai 

2.5 

0.3 

Durgapur 

1.6 

0.3 


The production and despat¬ 
ches in all the plants recorded 
a decline as compared to the 
previous year as shown in 
Table 1. 

The production of CAN at 
Rourkela Fertilizer Plant was 
94200 tonnes as compared to 
119800 in previous year. Des¬ 
patches amounted to 91000 ton¬ 
nes as against 136500 tonnes in 
the previous year. 

The annual turnover of Hin- 
dusthan Steel Ltd. increased 
from Rs 381.3 crores in 1969- 
70 to Rs4l7.3 crores in 1970-71 
resulting in an increase of 9.4% 
over the previous year. The 
price increase agreed to by 
government, effective from 
January 1, 1970, enabled the 
company to achieve higher sales 
turnover from home sales as 
compared to the previous year, 
despite the reduction in tonr 
nage sold. 

The Company also benefited 
MAY 26,1972 
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rom the higher prices for steel 
>btained in the export though 
he quantity of saleable steel 
lespatched during the year 
vas lower than that in the 
>revious year. The world 
trices remained high and were 
;enerally higher than those at 
iriiich the Company sold in the 
iomc market. 

The operating results for the 
ast three years given in Table 
I: 

The operating results for 
970-71 showed an improve¬ 
ment over the previous year. 
The main reasons for the losses, 
lowever, were: 

(a) The high capital block 
>f Hindustan Steel and the 
trice having been based on the 
capital block of private sec- 
or units. 

(b) Expenditure on salaries 
md wages as a result of in¬ 
crease in the rates of wages as 
i result of negotiations. The 
loint Wage Negotiating Com- 
nittee for the steel industry 
*eachcd an agreement with the 
jnions in October, 1970 which 
ivould be in force for four 
/cars. The impact of this 
igreement on HSL will be 
:>f the order of Rs 15 crorcs 
per year which will raise the 
:ost of production of steel by 
about Rs 45 per tonne at cur¬ 
rent levels of productivity. 

(c) At Durgapur Steel Plant 
the industrial relations was 
considerably disturbed through¬ 
out the year and substantial 
production was lost due to 
frequent strikes and bundhs 
in the entire plant, series of 
stoppages of work in many 
units and a lockout in SMS. 
During this year 1.76 million 
man-hours were lost due to 
these factors. 

4. Performance of other Enter¬ 
prises. 

These 52 undertakings are 
engaged in industrial and 
manufacturing activities such 
as production of heavy capital 
equipment, machine tools, en¬ 
gineering products, chemi¬ 
cals, oils and lubricanst, min¬ 
ing and minerals, etc. The 
annual turnover of the 52 en¬ 
terprises showed an increase of 
Rs 208 crorcs from Rs 1244 
crores in 1969-70 to Rs 1452 


crores in 1970-71. At the same 
time, the annual depreciation 
and amortisation Charges in¬ 
creased from Rs 93 crores to 
Rs 98 crorcs and the total inte¬ 
rest charges from Rs 61 crores 
to Rs 64 crores. 

The analysis of their per¬ 
formance shows that 30 under¬ 
takings made a net profit of 
Rs 56.45 crores as shown in 
Annexure B and 22 undertak¬ 
ings incurred a net loss of Rs 
64.44 crores as shown in 
Annexure C. The overall net 
loss after depreciation, inte¬ 
rest and taxes amounted to 
Rs 7.99 crores as against 
Rs 8.64 crorcs in the previous 
year. 

During the year Hindustan 
Aeronautics Ltd, Bharat 
Earth Movers Ltd., Indian 
Telephone Industries Ltd., 
Instrumentation Ltd., Garden 
Reach Workshops Ltd., Ura¬ 
nium Corporation Ltd., Indian 
Rare Earths Ltd., and Lubrizol 
India Ltd., improved their pro¬ 
fits substantially. The Bharat 
Heavy Electricals Ltd., Elect¬ 
ronics Corporation of India 
Ltd., Hindustan Machine Tools 
Ltd. and Madras Refineries 
Ltd., which incurred losses in 
1969-70 earned profits in 1970- 
71. The Hindustan Cables 
Ltd., Sambhar Salts Ltd. and 
National Coal Development 
Corporation Ltd. which in¬ 
curred profits in 1969-70 sus¬ 
tained losses in 1970-71. 

5. Trading Concerns 

Of the five trading concerns 
the Cotton Corporation of 
India Ltd. commenced its 
operations in September, 1970 
and the first year is from Sep¬ 
tember, 1970 to August, 1971 
accounts whereof is not yet 
due. The annual turnover of 
the other four undertakings 
during 1970-71 was Rs 11.8 
crores as against the turn over 
of Rs 11.5 crorcs for three 
undertakings in the previous 
year. After provision for de¬ 
preciation Rs four crores, in¬ 
terest Rs 23.2 crores, provision 
for tax Rs 13.2 crores the net 
profit earned by the four 
undertakings amounted to Rs 
three crores as compared to a 
net profit of Rs 6.45 crorcs in 
the previous year; there was a 
drop in the profits of STC 
during 1970-71. 


6. Miscellaneous Concer** 

Twenty one undertakings 
classified as Commercial & 
Miscellaneous running con¬ 
cerns are engaged in rendering 
miscellaneous services such as 
Aviation, Shipping & Inland 
Transport, Construction Ser¬ 
vices and Consultancies, Ware¬ 
housing etc. While Engineer¬ 
ing Projects India Ltd. is an 
addition this year, the Janpath 
and Ashoka Hotels Ltd. mer¬ 
ged with 1TDC on March 28, 
1971. The annual turnover of 
the 20 enterprises was Rs 249 
crores in 1970-71 as compared 
to the turnover of Rs 217 crores 
by 22 undertakings in the last 
year. While eleven undertak¬ 
ings earned net profits amount¬ 
ing to Rs 15.00 crores, ten 
undertakings sustained losses 
amounting to Rs 7.75 crores. 
After providing for deprecia¬ 
tion Rs 19 crores, interest Rs 
10 crorcs, provision for tax 
Rs two crores, the overall net 
profit during L970-71 amoun¬ 
ted to Rs 7.25 crores as com¬ 
pared to Rs 8.79 crorcs last 


•yaw. 

Daring 1970-71 the Mapp¬ 
ing Corporation; of India, Air 
India and Central Warehous¬ 
ing Corporation substantially 
improved their profits. In¬ 
dian Airlines, however, in¬ 
curred a net loss of Rs 4.7 
crores as against a net profit 
of Rs 1.3 crores last year. 

7. Promotional & Development 
Undertakings 

As on March 31,1971 there 
were nine promotional and 
developmental undertakings. 
While Housing & Urban De¬ 
velopment Corporation Ltd, 
and Indian Dairy Corporation 
Ltd. are the new additions, the 
Rehabilitation Housing Cor¬ 
poration went into voluntary 
liquidation. Five of these 
undertakings, viz., Rural 
Electrification Corporation 
Ltd., National Seeds Corpo¬ 
ration Ltd., National Research 
Development Corporation, 
Handicrafts & Handloom Ex¬ 
port Corporation Ltd. _ and 
Indian Motion Pictures Export 


Table I 

Production and Dispatches 




Production 

Decrease 





in 



1969-70 

1970-71 production 





per cent 

Steel ingots (million tonnes) 

3.78 

3.61 

4.5 

Saleable steel (million tonnes) 

2.78 

2.65 

4.7 

Alloy steel (tonnes) 


41100 

38600 

6.1 



Despatches 

Drop in 



1969-70 

1970-71 

despatches 



(million tonnes) 

per cent 

Saleable steel 


2.894 

2.716 

6.2 

Pig iron 


1.144 

0.962 

15.9 

Ingots 


0.215 

0.151 

29.8 



tonnes 


Alloy steel 


37400 

35500 

5.1 


Table II 




Operating Results 






(Rs m crores) 

Years 

Gross Depreciation 

Interest 

Net loss 


profit 



(2-3-4) 

1 

2 

3 

4 

5 

1968-69 

48.49 

59.44 

28.47 

39.42 

1969-70 

82.93 

64.38 

29.46 

10.91 

1970-71 

89.42 

66.58 

27.56 

42 
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Corporation Lt$. earned a net 
profit of Rs 48 kkhs while the 
other four, vfc.,'Rehabihtation 
Industries Corporation Ltd., 
National Small Industries Cor¬ 
poration, Indian Dairy Cor¬ 
poration Ltd. and Housing 
and Urban Development Cor¬ 
poration Ltd. incurred net 
losses amounting to Rs 137 
lakhs. 

8. Overall Performance 

As has been already stated 
eight undertakings ar« under 
construction and have not 
gone into operation and one 
undertaking has just commen¬ 
ced functioning, the accounts 
of which were not due by 
March 31, 71. Excluding these 


and the Life Insurance Corpo¬ 
ration, the performance of 87 
running and promotional un¬ 
dertakings shows an improve¬ 
ment as compared to the previ- 
viousyear. Of these undertak¬ 
ings SO made a profit of Rs 
74.91 crores as against a pro¬ 
fit of Rs 70.97 crores made by 
46 undertakings in the previous 
year. Also during 1970-71, 37 
undertakings made a net loss 
of Rs 78.28 crores as against a 
net loss of Rs 75.85 crores 
incurred by 35 undertakings. 
Undertaking-wise details of 
net profits earned and net 
losses incurred during 1970-71 
are given in Annexures B 
and C. The overall position 
shows a reduction of Rs 1.51 


Tabi.e III 


1970-71 

1969-70 

NP NL 

NP NL 


(i) Running Concerns 
(a) Hindustan Steel Ltd. 


4.72 

(1) 

— 

10.91 

(1) 

(b) 52 Industrial, Manu¬ 



facturing & Mining En¬ 





terprises 

56.45 

64.44 

52.73 

61.37 

(30) 

(22) 

(26) 

(22) 

(c) Four Trading Concerns 

2.98 

— 

6.45 

(4) 


(3) 


(d) 21 Commercial & Mis¬ 

cellaneous undertakings 

15.00 

7.75 

11.62 

2.83 

(ID 

(10) 

(14) 

(8) 

(ii) Promotional undertakings 

0.48 

1.37 

0.17 

0.74 

(5) 

(4) 

(5) 

(2) 

Total 

74.91 

78.28 

70.97 

75.85 


(50) 

(37) 

(48) 

(33) 

Net Loss 


3.37 


4.88 


(87) (81) 

(Figures in brackets indicate the number of undertakings). 

NP. Net profit after depreciation, write off of deferred 
revenue expenditure, interest and tax but before prior period 
adjustments. 

NL. Net loss after depreciation, write off of deferred revenue 
expenditure and interest; but before prior period adjustments. 


crores in the net loss during 
1970*71 in comparison to pre¬ 
vious year as shown in 
Table III. 

The net loss of Rs 3.37 
crores has been arrived at after 
allowing Rs 188 crores for de¬ 
preciation and amortisation, 
Rs 126 crores for interest pay¬ 
ments and Rs 23 crores for 
taxation. The gross surplus 
however amounted to Rs 342 
crores in 1970-71 as against 
Rs 324 crores in 1969-70. 

In order to appreciate the 
performance of these under¬ 
takings in proper perspective 
it may be mentioned that these 
results have been arrived at 
after allowing the township 
administration and main- 
nance costs and other social 
overheads which amount to 
about Rs 34 crores. It may be 
recognised that the heavy capi¬ 
tal outlay on infra-structure 
particularly on township and 
residential quarters and main¬ 
tenance and administration of 
township and other facilities 
have also affected the profita¬ 
bility of these undertakings. 

9. Return on capital employed 


Of the total investment of 
Rs 4682 crores as on March 
31, 1971, the effective capi¬ 
tal employed in production 
amounted to Rs 3754 crores. 
The balance represents the ca¬ 
pital employed on under¬ 
takings under construction or 
in expansion or capital work- 
in-progress. The profit made 
by the 87 undertakings after 
providing Rs 188 crores for 
depreciation and amortisa¬ 
tion of development expendi¬ 
ture but before interest and 
taxes amounted to Rs 146 
crores only which gives an 
overall return of 3.9% on the 
capital employed. After tak¬ 


ing into account interest char¬ 
ges amounting to Rs 126 
and provision for taxation Rs 
23 crores in respect of under¬ 
takings which made profit, the 
profit is turned into a net loss 
of Rs 3.37 crores. The return 
on capital employed for each 
category is set out below: 

10. Employment 

The total number of em¬ 
ployees in all the undertakings 
increased from 6.13 lakhs in 
1969-70 to 6 60 lakhs in 1970- 
71. The overall increase in the 
number of employees is about 
47000 or seven per cent over 
that of 1969-70. The total 
amount of salaries and wages 
including other benefits in 
creased from Rs 290 crores in 

1969- 70 to Rs 357 crores in 

1970- 71, thus registering an 
increase of Rs 67 crores which 
works out to 23 per cent. The 
average annual pay per em¬ 
ployee was Rs 5413 in 1970-71 
as against Rs 4730 in 1969-70. 
The average pay per employee 
shows an increase of 14 per 
cent over the previous year’s 
figure. 

11. Foreign Exchange 

The foreign exchange earned 
by exports during the year 
1970-71 amounted to Rs 96 
crores. In case of Hindustan 
Steel Ltd the total value of ex¬ 
ports on FOB basis increased 
from Rs 45.63 crores in 1969- 
70 to Rs 52.99 crores in 1970- 
71. Exports of iron ore to 
Japan by the National Mineral 
Development Corporation Ltd 
amounted to Rs 33.15 crores. 
Other exports were petroleum 
products by the Indian Oil 
Corporation, telephone ex¬ 
change products by the Indian 
Telephone Industries Ltd, ma¬ 
chine tools and wrist watches 


Return on Capital Employed 



HSL 

Other 
Industrial, 
Mfg. & 
Mining 
under¬ 
takings 

Trading 

concerns 

Commerical 
& Misc. 
Running 
concerns 

Promotional 
& Develo¬ 
pmental 
under¬ 
takings 

Total 

Gross Profit 
(Rs crores) 

Capital employed (Rs crores) 

Return % 

22.84 

64.04 

39.41 

19.15 

0.81 

146.25 

855.88 

2.7 

1950.86 

3.3 

531.40 

7.4 

348.62 

5.5 

67.02 

1.2 

3753.78- 

3.9 
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by Hindustan Machine Tools 
Ltd. 

In addition, foreign exchange 
of the order of Rs 93 crorcs has 
also been earned by Air and 
Shipping Corporations and 
Ship repair units through ser¬ 
vices rendered. Of this amount 
the earnings by the two Air 
Corporations account for Rs 


56 crores, Shipping Companies 
Rs 34 crores and Ship Repair 
and other units Rs three 
crores. 

Besides these earnings, the 
production in the public sec¬ 
tor undertakings also help 
foreign exchange savings as 
actual imports would have 
been larger in the absence of 


domestic production in these 
undertakings. These savings 
help the overall foreign ex¬ 
change position and the ba¬ 
lance of payments of the count¬ 
ry, in the sense that in their 
absence the debt serving capa¬ 
city or the capacity to import 
for maintenance and develop¬ 
ment would be that much 
less. 


12. Dividends 

During 1970-71, 28 under¬ 
takings have declared divi¬ 
dends amounting to Rs 15.08 
cr&ras as against Rs 12.65 
crores in the previous year. 
The rate of dividend varied 
between one and 20 per cent. 
Details have been furnished 
in Annexure D. 

ANNEXURE A 


List of Central Government enterprises under different ministries Included in the Report Showing Investments 

A. Statutory corporation and government companies under direct central government management. 


Year of Category Equity Loans Total 
Incorpn. Rs lakhs Rs lakhs Rs crores 


1 


I. Ministry of Defence 

1. Bharat Earth Movers Ltd 

2. Bharat Electronics Ltd. 

3. Garden Reach Workshops Ltd. (Control acquired by 
Govt, in 1960) 

4. Goa Shipyard Ltd. (Subsidiary of Mazagon Dock Ltd.) 

5. Hindustan Aeronautics Ltd. 

6. Mazagon Dock Ltd. (Control acquired by Government, 
in 1960) 

7. Praga Tools Ltd. (Control acquired by Govt, in 1959) 

8. Bharat Dynamics Ltd. 

II. Ministry of Education & Youth Services 

9. National Research Development Corpn. 

III. Ministry of Finance 

10. Life Insurance Corporation 

IV. Ministry of Agriculture 

11. Central Fisheries Corporation 

12. Central Warehousing Corporation 

13. Food Corporation of India 

14. National Seeds Corpn. Ltd. 

15. Modern Bakeries of India Ltd. 

16. State Farms Corpn. oflndia Ltd. 

17. Indian Dairy Corporation Ltd. 

V. Ministry of Foreign Trade 

18. Export Credit & Guarantee Corporation Ltd. 

19. Handicrafts & Handloom Export Corporation Ltd. 
(Subsidiary or STC) 

20. Indian Motion Pictures Export Corporation Ltd. 
(Subsidiary of STC in 1967) 

21. Minerals A Metals Trading Corporation of India Ltd* 

22. State Trading Corporation of India Ltd. 

23. National Textile Corpn, Ltd. 

24. Cashew Corpn. of India Ltd. 

(Subsidiary of STC in 1970) 

25. ^Cotton Corpn. of India 

MfiatN ECONOMIST 


2 

3 

4 

5 

6 

1964 

C 

1189.8 

930.2 

21.20 

1954 

C 

521.2 

678.7 

12.00 

1934 

C 

300.0 

492.2 

7.92 

1967 

C 

60.1 

44.5 

1.04 

1964 

C 

5041.0 

15869.0 

209.10 

1934 

C 

330.0 

698.0 

10.28 

1943 

C 

299.5 

369.0 

6.69 

1970 

A 

75.0 

. , 

0.75 


J958 

D 

44.0 

34.0 

0.78 

1956 

E 

500.0 


5.00 


1965 

c. 

60.0 

11.0 

0.71 

1957 

c, 

1076.7 

975.2 

20.52 

1965 

c, 

6546.9 

21400.0 

279.47 

1963 

D 

230.0 

164.8 

3.95 

1965 

C 

100.0 

254.,7 

3.55 

1969 

c. 

312.3 

19.4 

3.32 

1970 

D 

100.0 

40.1 

1.40 


1957 

c. 

100.0 

— 

1.00 

1958 

D 

100.0 

5076 

1.51 

1963 

D 

25.0 

20.0 

0.45 

1963 

c, 

300.0 

62.5 

3.62 

1956 

c, 

700.0 

2260.8 

29.61 

1968 

c. 

140.0 

426.0 

5.66 

1970 

Ci 

- 50.0 

— 

0.50 

1970 

c, 

50.0 

— 

0.50 
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1 


2 


3 


5 


6 


VI. Ministry of Health & Family Planning 

26. Hindustan Latex Ltd. 1966 

VIII. Ministry of Works, Housing & Urban Development 

27. Hindustan Housing Factory Ltd. 1953 

28. National Buildings Const. Corporation Ltd. 1960 

29. Housing & Urban Development Corporation Ltd. 1970 

VIII. Ministry of Industrial Development, Internal Trade & Company Affairs 

30. Bharat Heavy Electricals Ltd. 1964 

31. Cement Corpn. of India Ltd. 1965 

32. Heavy Electricals (India) Ltd. 1956 

33. Hindustan Cables Ltd. 1952 

34. Hindustan Machine Tools Ltd. 1958 

35. Hindustan Photofilms Manufacturing Co. Ltd. 1960 

36. Hindustan Salts Ltd. 1953 

37. Instrumentation Ltd. 1964 

38. Machine Tool Corpn. of India Ltd. 1967 

39. National Industrial Development Corporation Ltd. 1954 

40. National Instruments Ltd. 1957 

41. National Newsprint & Paper Mills Ltd. (Control ac¬ 
quired in 1958) 1947 

42. National Small Industries Corpn. Ltd. 1955 

43. Sambhar Salts Ltd. 1964 

(Subsidiary of Hindustan Salts Ltd.) 

44. Tannery & Footwear Corpn. of India Ltd. 1969 

45. Bharat Pumps & Compressors Pvt. Ltd. 1970 

46. Hindustan Paper Corporation 1970 

47. Indian Consortium for Power Projects 1969 

IX. Ministry of Information & Broadcasting 

48. Film Finance Corpn. Ltd. I960 

X. Ministry of Irrigation & Power 

49. National Projects Construction Corporation Ltd. 1957. 

50. Rural Electrification Corpn. Ltd. 1969 

51. Water Power Development Consultancy Services (I) 

Ltd. 1969 

Ministry of Petroleum & Chemicals 

52. Cochin Refineries Ltd. 1963 

53. Engineers (India) Ltd. 1965 

54. Fertilizers & Chemicals Travancorc Ltd. (Control ac¬ 
quired by Govt, in 1953) 1943 

55. Fertilizer Corporation of India Ltd. 1961 

56. Hindustan Antibiotics Ltd. 1954 

57. Hindustan Insecticides Ltd. ( 1954 

58. Hindustan Organic Chemicals Ltd. 1960 

59. Indian Drugs & Pharmaceuticals Ltd. 1961 

60. Indian Oil Corporation Ltd. 1959 

61. Lubrizol India Ltd. 1966 

62. Madras Fertilizers Ltd. 1966 

63. Madras Refineries Ltd. 1965 

64. Oil & Natural Gas Commission 1956 

65. Indian Petrochemicals Corpn. Ltd. 1969 

66. Indo Burmah Petroleum Co. Ltd., 1970 

(Subsidiary of IOC in 1970) Pref. share 1908 

67. Indian Oil International Ltd. 1970 

(Subsidiary of IOC). 


1966 

C 

70.0 

62.1 

1953 

C 

49.0 

27.3 

1960 

c. 

200.0 

102.6 

1970 

D 

200.0 

— 

y Affairs 

1964 

C 

6500.0 

11181.5 

1965 

C 

570.2 

483.0 

1956 

C 

5000.0 

7548.8 

1952 

C 

638.5 

68.5 

1958 

C 

1200.0 

1788.0 

1960 

C 

582.0 

1083.5 

1953 

C 

178.8 

— 

1964 

c 

389.5 

397.9 

1967 

c 

400.0 

98.0 

1954 

c. 

10.0 

651.0 

1957 

c 

326.0 

492.1 

1947 

c 

494.5 

701.7 

1955 

D 

350.0 

1883.0 

1964 

C 

100.0 

15.1 

1969 

C 

23.4 

92.2 

1970 

A 

89.4* 


1970 


7.5 


1969 

C, 

9.8 


1960 

C, 

50.0 

59.3 

1957. 

c. 

255.0 

339.9 

1969 

D 

1100.0 

1909 

c. 

20.0 

•• 

1963 

C 

700.0 

1295.5 

1965 

c, 

25.0 

1943 

C 

2264.0 

5125.2 

1961 

C 

11555.1 

J1390.4 

1954 

C 

247.3 

1954 

C 

125.5 



744.2 

2595.0 

7117.7 
60.0 

1364.7 
1287.5 

12709.7 

1185.0 

100.0 

50.0 

1.0 


725.0 

5556.2 

5056.5 

42.3 

3580.0 

2449.7 

9113.7 


176.82 

10.53 

125.49 

7.07 

29.88 

16.66 

1.79 

7.87 

4.98 

6.61 

8.18 


73.89 

229.45 

2.47 

1.26 

14.69 

81.59 

121.74 

1.02 

49.45 

37.37 

218.23 

11.85 

1.00 

0.50 

0.01 


•Includes Rs 43.4 lakhs expenditure prior to incorporation proposed to be transferred as share capital. 
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1 

2 

3 

4 

5 * 

6 

XII. Ministry of Shipping & Transport 

68. Central Road Transport Corporation Ltd; 

1964 

c. 

106.} 

, 87.9 

1.94 

69. Central Inland Water Transport Corporation 

1967 

c. 

208.0 

702.0 

9.10 

70. Hindustan Shipyard Ltd. 

1952 

C 

689.4 

520.4 

12.10 

71. Mogul Lines Ltd. 

(Control acquired by Govt, in 1960) 

1938 

c, 

101.2 

628.5 

7.30 

72. Shipping Corporation of India Ltd. 

XIII. Ministry of Steel & Mines 

A. Department of Steel 

1961 

C* 

2345.0 

8587.3 

109.32 

73. Bharat Heavy Plates & Vessels Ltd. 

1966 

c 

700.0 

922.8 

16.23 

74. Bokaro Steel Ltd. 

1964 

A 

41000.0 

9196.1 

501.96 

75 Heavy Engineering Corpn. Ltd. 

1956 

C 

10000.0 

16921.8 

269.22 

76. Hindustan Steel Ltd. 

1954 

B 

55700.0 

47922.5 

1036.22 

77. Hindustan Steel Works Construction Ltd. 

1964 

C, 

23.0 


0.23 

78. Mining & Allied Machinery Corporation Ltd. 

1965 

C 

2000.0 

4044.6 

60.45 

79. Triveni Structurals Ltd. 

1965 

C 

300.0 

412.4 

7.12 

80. Tungabhadra Steel Products Ltd. 

(Acquired in 1967) 

I960 

C 

101.0 

•• 

1.01 

81. Engineering Projects India Ltd. 

1970 

c. 

5.5 

• • 

0.05 

B. Department of Mines & Metals 

82. Bharat Aluminium Co. Ltd. 

. 1966 

A 

1611.9 

, , 

16.12 

83. Hindustan Copper Ltd. 

1967 

A 

2720.0 

1235.70 

39.56 

84. Hindustan Zinc Ltd. 

1966 

c 

784.7 

821.5 

16.06 

85. National Coal Development Corporation Ltd. 

1955 

c 

12201.2 

7284.5 

194.86 

86. National Mineral Development Corporation Ltd. 

1958 

C 

4528.0 

1464.6 

59.93 

87. Neyveli Lignite Corporation Ltd. 

1956 

C 

8000.0 

9326.0 

173.26 

88. Pyrites, Phosphates & Chemicals 

XIV. Ministry of Tourism & Civil Aviation 

I960 

C 

575.1 

330.6 

9.06 

A. Department of Civil Aviation 

89. Air India 

1953 

c, 

1590.8 

5738.2 

73.29 

90. Indian Airlines 

1953 

Ci 

2088.6 

5216.5 

73.05 

B. Department of Tourism 

91. Indian Tourism Development Corporation Ltd. 

1965 

c. 

596.8 

219.4 

8.16 

XV. Department of Atomic Energy 

92. Electronics Corporation of India Ltd. 

1967 

c 

350.0 

75.0 

4.25 

93. Indian Rears Earths Ltd. 

1950 

c 

175.0 

155.0 

3.30 

94. Uranium Corporation of India Ltd. 

1967 

c 

745.0 

258.2 

10.03 

XVI. Department of Communications 

95. Hindustan Teleprinters Ltd. 

1960 

c 

82.0 

147.2 

2.29 

96. Indian Telephone Industries 

1950 

c 

494.6 

455.3 

9.50 

XVII. Department of Labour & Employment 

97. Rehabilitation Industries Corporation Ltd. 

1959 

D 

318.2 

229000.8 

368.1 

/ i 

239174.3 

6.86 

@ 

4681.75 


@Excluding investment by Central Government Public Enterprises in subsidiaries. 
A: Undertakings under construction. 

B: Running Concerns—Hindustan Steel. 

C: Running Concerns—Industrial & Manufacturing. 

C»: Running Concerns—Trading. 

C»: Running Concerns—Commercial & Miscellaneous. 

D: Promotional & Developmental Undertakings. 

E: Life insurance Corporation. 
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ANNEXUttEll - ’■ 

Statement showing net proflt made by dm undertakings daring 1970-71 


i 


• si. Name of the undertaking Profit before prior 

1 No period adjustments 



1970-71 

1969-70 


Rs Lakhs 

I. Hindustan Steel Limited 

JI. Industrial and Manufacturing 
(a) Engineering including Ship-building 

]. Hindustan Aeronautics Ltd 

466.8 

285.0 

2. Bharat Earth Movers Ltd 

288.7 

199.9 

3. Bharat Electronics Ltd 

255.6 

263.3 

4. Indian Telephone Industries Ltd 

183.1 

148.0 

5. Instrumentation Ltd 

148.6 

13.0 

6. Garden Reach Workshop Ltd 

81.3 

26.2 

7. Mazagaon Dock Ltd. 

67.0 

56.7 

8. Bharat Heavy Electricals Ltd. 

65.0 

(—J149.5 

9. Hindustan Teleprinters Ltd. 

56.1 

69.8 

10. Hindustan Shipyard Ltd. 

30.8 

16.2 

11. Goa Shipyard Ltd. 

10.8 

6.7 

12. Hindustan Housing Factory 

4.3 

9.5 

J3. Electronics Corporation of India Ltd 

4.4 

(—)14.7 

14. Tungabhadra Steel Products Ltd 

1.2 

3.7 

IS. Hindustan Machine Tools Ltd. 

0.2 

(—)83.8 

(b) Chemicals 

16. Fertilizer Corporation of India Ltd 

166.6 

251.9 

17. Hindustan Insecticides Ltd 

15.9 

4.7 

18. Hindustan Antibiotics Ltd. 

13.7 

59.1 

19. Hindustan Organic Chemicals Ltd. 

9.4 

0.3 

20. Hindustan Latex Ltd. 

2.4 

1.8 

(c) Mining and Minerals 

21. Uranium Corporation of India Ltd. 

47.1 

11.7 

22. Indian Rare Earths Ltd. 

33.5 

17.8 

(d) Petroleum and Oils 

23. Indian Oil Corporation Ltd. 

2032.2 

2246.7 

24. Oil & Natural Gas Commission 

941.1 

1193.8 - 

25. Madras Refineries Ltd. 

403.7 

(—>367.3 

26. Cochin Refineries Ltd. 

249.1 

247.6 

27. Lubrizol India Ltd. 

32.3 

18.6 

28. Jndo-Burma Petroleum Co. Ltd. 

25.9 

. . 

29. Indian Oil International 

0.1 

• * 

(e) Miscellaneous 

30. Modem Bakeries of India Ltd. 

8.9 

(—)8.6 

Total Industrial & Mfg. other than 


5152.0 
(—)623.9 

HSL 

5645.8 


III. Trading 


31. Minerals & Metals Trading Cor¬ 
poration of India 203.2 96.6 

32. State Trading Corporation of India 


-- O T 

Ltd. 

33. Cashew Corporation of India 

34. Food Corporation of India 

35. Cotton Corporation of India Ltd. 

50.4 491.0 

25.0 — 

19.2 57.4 

A/cs. not due 

Total Trading 

297.8 

645.0 


IV. Commercial & Miscellaneous 


(a) Aviation & Shipping 


36. Shipping Corporation of India Ltd. 

873.6 

597.4 

37. Air India 

386.8 

231.3 

38. Mogul Lines Ltd. 

10.0 

34.4 

(b) Miscellaneous 



39. Central Warehousing Corporation 



Ltd. 

66.0 

46.7 

40. Export Credit & Guarantee Corpn. 



Ltd. 

47.9 

40.4 

41. Engineers (India) Ltd. 

36.3 

22.3 

42. Hindustan Steel Works Construction 



Corporation Ltd. 

27.7 

10.5 

43. India Tourism Development Corpn. 



Ltd. 

25.5 

2.8 

44. National Industries Development 



Corporation 

16.3 

18.1 

45. National Textile Corporation 

9.2 

(—)3.0 

46. Film Finance Corporation 

0.2 

0.2 

43. (a) Janpath Hotels Ltd. 

f # 

4.8 

43. (b) Ashoka Hotels Ltd. 


0.1 

Total Commercial & Miscellaneous 

1449.5 

1009.0 



(■—)3.0 

V. Promotional & Development 



47. Rural Electrification Corpn. Ltd. 

26.1 

2.5 

48. National Seeds Corporation Ltd. 

11.6 

8.8 

49. National Research Development 



Corporation of India 

4.0 

0.6 

50. Handicrafts & Handlooms Export 



Corporation of India 

3.8 

3.4 

51. Indian Motion Pictures Export 



Corporation 

2.5 

1.9 

Total Promotional & Development 



undertakings 

48.0 

17.2 

Total Running Commercial & Promo¬ 



tional undertakings 

7491.1 

6823.2 



(—)626.9 

ANNEXURE C 



Undertakings showing net loss during 1970-71 



in Rs lakhs 

Name of the undertaking 

Loss before prior 

SI. 

period adjustment 

No. 


—_ 


1970-71 

1969-70 

I. Hindustan Steel Ltd. 

471.9 

1090.6 

II. Industrial & Manufacturing: 



(Other than HSL) 



(a) Engineering & Ship Building: 



1. Heavy Engineering Corporation Ltd 

1832.5 

1723.5 

2. Mining & Allied Machinery Corpn. 


* 

Ltd. 

645.3 

640.2 

3. Heavy Electricals (India) Ltd. 

581.6 

780.7 
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Name of the undertaking LoMibefore prior 
SI. period adjustment 

No. - 

1970*71 1969-70 

4.. National Instruments Ltd. 134.8 123.4 

5. Bharat Heavy Plates & Vessels Ltd. 82.1 27.0 

6. Triveni Structural Ltd. 7l.2 62.5 

7. Machine Tool Corporation of India 

Ltd. 35.3 - 

8. Praga Tools Ltd. 29.7 . 53.9 

9. Hindustan Cables Ltd. 1.2 (-j-)16.7 

(b) Chemicals: 

10. Indian Drugs & Pharmaceuticals 

Ltd. 786.6 921.1 

11. Hindustan Photofilms Mfg. Co. Ltd. 288.5 205.0 

12. Fertilizers & Chemicals (Travan- 

core) Ltd. 211.6 198.6 

13. National Newsprint & Paper Mills 

Ltd. 47.3 88.5 

14. Hindustan Salts Ltd. 3.8 6.5 

15. Sambhar Salts Ltd. 3.6 (+)2.3 

(c) Mining & Minerals: 

16. Neyvcli Lignite Corporation Ltd. 1105.9 440.1 

17. National Mineral Development 

Corpn. Ltd. 262.2 27.5 

18. Hindustan Zinc Ltd. 117.7 135.3 

19. National Coal Development Corpn. 

Ltd. 95.5 (+)102.5 

20. Pyrites, Phosphates & Chemicals Ltd. 15.8 31.0 

(d) Miscellaneous : 

21. Tannery & Footwear Corporation of 

India 57.8 48.2 

22. Cement Corporation of India 34.0 — 

Total Industrial & Manufacturing 

other than HSL (~)6444.4(—)5513.0 

III. Trading — — 

IV. Commercial & Miscellaneous 
(a) Aviation & Shipping: 

23. Indian Airlines 469.4 129.7 

(b) Miscelleneous 

24. National Projects Construction 

Corpn. Ltd. 126.0 102 0 

25. Central Inland Water Transport 

Corpn. 118.4 125.6 

26. Central Road Transport Corpn. Ltd. 22.9 21.4 

27. National Buildings Construction 

Corporation Ltd. 16.5 19.6 

28. Central Fisheries Corpn. Ltd. 12.0 9.9 

29. Indian Consortium for Power Pro¬ 
jects 5.1 1.3 

30. Engineering Projects (India) Ltd. 2.5 — 

31. Water & Power Development 

Cunsultancy Services Ltd. 1.9 0.5 

32. State Farms Corporation Ltd. 0.2 23.3 

Total Commercial & Misceljenous (—)774.9 (—)280.3 

(+)153.0 


Name of the undertaking Loss before prior 
SI. period adjustment 


NO- 

i 

* 

1970-71 

1969-70 

V. Promotional & Developmental Undertakings: 


33. Rehabilitation Industries Corpn. 
Ltd. 

34. National Small Industries Corpn. 

61.7 

62.6 

Ltd. 

47.3 

11.1 

35. Indian Dairy Corporation Ltd. 

36. Housing & Urban Development 

27.7 

1 

Corpn. Ltd. 

0.3 

— 

Total promotional undertakings 

(—)137.0 

(—)73 ■ 7 

Total Running Concerns & Promo¬ 



tional Undertakings 

(—)7828.2( 

—J6957.6 
(+)274.5 

ANNEXURE D 


1 


Dividends declared by Public Undertakings during 1970-71 


SI. No. Name of the Undertaking 

Rate of 

dividend 

°/ 

/o 

Amount 

of 

dividend 
(Rs lakhs) 

1. State Trading Corporation of India 



Ltd. 

20 

140.0 

2. Hindustan Steel Works Construction 



Ltd. 

20 

4.6 

3. Cochin Refineries Ltd. 

18 6 

130.2 

4. National Industrial Development 



Corpon. Ltd. 

15 

1.5 

5. Hindustan Teleprinters Ltd. 

121 

10.3 

6. Indian Telephone Industries Ltd. 

121 

61.5 

7. Bharat Electronics Ltd. 

12 

62.5 

8. Mogul Lines Ltd. 

10 

10.1 

9. Hindustan Housing Factory Ltd. 

10 

4.9 

10. Engineers India Ltd. 

10 

2.5 

11. Minerals & Metals Trading Corpn. 



Ltd. 

10 

30.0 

12. Cashew Corporation of India Ltd. 

10 

5.0 

13. Indian Rare Earths Ltd. 

8 

12.0 

14. Indian Oil Corporation Ltd. 

7 

498.2 

15. Garden Reach Workshops Ltd. 

7 

21.0 

16. Hindustan Insecticides Ltd. 

7 

8.8 

17. Air India 

6 

81.9 

18. Shipping Corporation of India Ltd. 

6 

140.7 

19. Mazagaon Dock Ltd. 

6 

19.3 

20. Goa Shipyard Ltd. 

6 

3.6 

21. Instrumentation Ltd. 

6 

23.4 

22. Indo-Burtnk Petroleum Co. Ltd. 

17 

17.0 

Equity Preference 


2.8 

23. Hindustan Antibiotics Ltd. 

5 

12.4 

24. Bharat Earth Movers Ltd. 

4 

47.6 

25. State Farms Corpn. of India Ltd. 

31 

10.9 

26. Central Warehousing Corporation 

31 

35.0 

27. Hindustan Aeronautics Ltd. 

2 

100.8 

28. Rural Electrification Corpn. Ltd. 

1 

9.0 

Total 


1507.5 
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his dynamic co-ordination 


The co-ordination of precious seconds. 

Interwoven into a meticulously preplanned schedule. 

By bringing together artistes of explosive Independence 

tc produce a box-office hit I 

Through an unruffled command of situation. 

Bv employing a clap here and a wink there. 

With a deft sense of timing , 

which is the real secret of his suooeee. 


Apart from all others: 
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It is difficult to get a true picture or fed of 
f UNCTAD U1 from newspaper accounts of 
its proceedings, the reported oratory or 
even the resolutions adopted or the propo¬ 
sals dropped or defeated. Subject to this 
limitation we would venture to suggest that the central and also the most disturbing 
feature of the conference in Santiago was a failure on the part of the developing coun¬ 
tries to find adequate leadership in their ranks. In this respect UNCTAD II, which 
was held in New Delhi, was significantly different. The Indian delegation which had 
Mr DiheahSinjN for its ministerial head and Mr K.B. Lai as the chief of theofficial 
team was determined from the outset that New Delhi would not let UNCTAD go 
without solid gains to declare. 

Without exaggerating the impact of this delegation on the course of the conference, 
it could be claimed that its clear-eyed vision and cool-headed purposiveness contributed 
a great deal towards steering the course of consultations and negotiations and even the 
controversies and debates into ultimately productive channels. It is not suggested 
here that UNCTAD II was a famous victory, but its success in carrying through the con¬ 
cept of generalized preferences to the point of acceptance in principle and subsequent im¬ 
plementation hi detail did result in saving UNCTAD itself from the real danger of infant 
' mortality. In Santiago there Was apparently no such thrust of practical leadership set 
to achieve major results. To the extent that individuals make history, Santiago had also 
the further disadvantage that the present Secretary-General of UNCTAD does not have 
the crusading zeal or force of his predecessor in office. 

Atl this is a pity, the more so since some truly liberal individual personalities from 
or speaking for the developed countries had gone to Santiago to assist in imposing on 
its discussions a grand design of ends and means. International statesmen of the cali¬ 
bre of the President of the World Bank, Mr McNamara and the President of the 
Brussels Commission, Dr Sicco Mansholt, had tried to breathe a spirit of idealism into 
UNCTAD HI so that it would not become merely a sterile confrontation between the rich 
and the poor countries but would shape itself into an agreed endeavour to pursue com¬ 
mon golds. It is possible that, had their efforts in the strategic as well as in philosophical 
fields, been adequately reinforced by activists of similar quality among the developing 
countries, Santiago might ultimately have had a different story to tell. 

As it was, the official spokesmen of the more conservative or unhelpful national 
governments in the affluent world were able to brand UNCTAD ill with the stamp of 
their cynicism. Indeed what particularly bodes ill for the future of the UNCTAD 
spirit an the attitudes of negativism and obstructionism characterising the role of the 
US government. Santiago provided disturbing evidence that Washington, under the 
Nixon administration, is retreating mom and more into a mood of indifference and even 
callousness towards the revolution of rising expectations in the Third World. It is not 
suggested here that the positions taken up by the US delegation were entirely without 
merit. It is certainly possible, for instance, to believe that the question of linking 
special drawing rights to development assistance needs to be more deeply explored but 
what was grossly unjustifiable in the US stand was that the Nixon administration had 
very few initiatives of its own to sport. Considering how much the cause of interna¬ 
tional development assistance, whether through aid or trade, had owed in the past to 
American leadership, this development would seem to be almost tragic. It is signifi¬ 
cant that the American example was so effective in hardening or otherwise fouling the 
thinking of many other affluent countries at the Santiago confemnce. Japan, to 
name a country which was obviously influenced in this manner, was as rigid as the US 
itself in resisting or rejecting every liberal proposal at Santiago, while in the case of 
Britain, progressive opinion even within that country has confessed to feelings of shame 
and resentment over what has been described as the Heath government’s failure to 
make any constructive contribution towards the ’ objective of UNCTAD at the 
Santiago conference. In fact, only the delegation of the Federal Republic of Ger¬ 
many seems to have gone to any extent towards reshaping the rote of the affluent 
countries on more progressive lines. Its Minister of Economics and Finance, Prof. 
Karl Schiller, was at least able to offer at UNCTAD III a package of new conces¬ 
sional terms for development loans. 

The question now is: After Santiago, what? It has been suggested in some sec¬ 
tions of the press in this country that the meagre results of UNCTAD III should pro¬ 
voke the developing countries to turn away from bargaining with the ‘Haves’ and in¬ 
stead develop and strengthen bonds of economic co-operation amongst' themselves. 
Thia is deany an inetevant recommendation. The justification for trade and other 
economic co-pperation among the developing countries must be sought in terms of 
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: its own intiinsic advantages and not as a 
:t rebuff to the industrially advanced 901 m- 
; tries. The allied proposal that the deve- 
- loping countries could set up among 
, themselves machinery for stabilizing the 
prices of their primary' produce entering 
into world trade or otherwise improving 
the terms of trade, ignoring the indust¬ 
rially advanced countries who are the 
main importers, is so unrealistic as to he 
childish. 

A more respectable reaction has been 
the proposal that Santiago should con¬ 
firm the developing countries in their 
determination to mobilize and organize 
their own resources as efficiently and pro¬ 
ductively as possible so that their bar¬ 
gaining pbsilion would improve in inter¬ 
national monetary' or trade discussions. 
While this approach is inherently sound, 

, so far as UNCTAD itself is concerned, 
this emphasis on self-reliance on the part 
of the developing countries may run the 
risk of avoiding the problem. If it is 
conceded that, as members of the inter¬ 
national community, the developing 
countries have a right to claim a lair 
share in world economic opportunities, 
the pragmatic as well as the heroic 
course for these countries would be to 
seek to ensure Jhat UNCTAD carries on 
despite Santiago. 

Here the outlook is not altogether 
hopeless. There arc, for instance, several 
liberal currents of thought flowing in 
western Europe in favour of the 
UNCTAD spirit. Dr Schiller for exam¬ 
ple has placed his government behind a 
proposal that the affluent countries should 
act boldly to accord tariff preferences to 
stimulate exports from the dcvclop'ng 
countries. The liberal ideas of Dr 
Mansholt on these and other connected 
questions arc well known. Recently Mr 
Rov Jenkins, persenting his point of view 
as one of the foremost British enthusiasts 
for an enlarged Common Market, suggest¬ 
ed that the time was not far off when the 
European Economic Community might 
come to think in terms of tariff-free entry 
for all the exports of all the developing 
countries. While it will not be prudent to 
be too optimistic about the immediate 
utility of such trends of thought among 
west European statesmen, it will not be 
c\idcnce of intelligence cither for develop¬ 
ing countries to refrain from working for 


a possible triumph of progressive west 
European ideas over the current obscuran¬ 
tism the US government. From this 
point of view, it becomes necessary that 
the developing countries, having left Santi¬ 
ago behind, must now turn to Geneva and 

Danger signal 
for tyres 

Du; AifioMonvL tyre industry, indeed, 
rose to the occasion last year when large 
additional orders from the Defence Forces 
had to be met in the wake of the conflict 
with Pakistan. The total output of the in¬ 
dustry in this year amounted to 4.66 million 
tyres, against the original estimated de¬ 
mand of about 4.5 million numbers. The 
1971 production was approximately 14 
per cent more than the output in the prev i- 
ous year. 

The supply position this year, except 
in the case of the main truck tyre size 
900-20, may not become unduly difficult 
since, as against an anticipated demand of 
5.4 million tyres, the licensed capacity 
of existing manufacturers aggregates to 
5.2 million numbers. Part of this capacity 
is in the course of being established, but 
the permission given to all manufacturers 
in 1966 to raise production up to 25 per 
cent over their licensed capacities and the 
recent liberalisation granted to the Indian 
firms, with some stipulations, under which 
they can increase their output up to 100 
per cent of their licensed capacities, should 
help in meeting the marginal gap that 
might remain between the estimated 
demand and installed capacity, if all the 
expansion schemes under implementation 
do not materialise in time. 

From the next year onwards, however, 
the situation may start deteriorating, for 
the growth in the installed capacity may 
not keep pace with the increasing require¬ 
ments. By 1974 or 1975, the supply posi¬ 
tion may even become critical. 

Various estimates are available of 
the likely demand in the next three years. 
While the Managing Director of Madras 
Rubber, Mr K.M. Mammen Mappillai, 
has estimated the demand in 1973 at 
6.04 million tyres and in 1974 at 6.71 


see.what the regular secretariat of 
UNCTAD could 

press on the attention particularly of the 
European Ecdnopiic Community the pur¬ 
pose for which UNCTAD has been 
created. 


million and Mr R.G.S. Naim, Chair* 
man of Dunlop India Ltd., has refe- 
red to the estimated requirements in 
1973-74 being 6.5 million, the Planning 
Commission’s calculations put the re¬ 
quirements in 1974 at 7.2 million tyres. 
Fears have been expressed in some 
quarters that the estimate of the Plann¬ 
ing Commission may turn out to be 
on the low side. The genesis of these 
fears is that the replacement demand 
for tyres is going up at a much faster 
rate than was the case till lately—thanks 
to the more intensive use of motor vehicles 
—and the growth in the production of 
motor vehicles may also be much higher 
in the coming years because of the 
recent licensing of new units. Taking 
into consideration these factors, the de¬ 
mand for tyres both in the domestic 
market as well as for exports, may go 
up by 1975 to over eight million numbers. 
In 1974, it may be around 7.5 million 
tyres. 

Will we be able to produce tyres to 
meet the above projected requirements? 
If all the schemes which have been li¬ 
censed, or for which letters of intent have 
been given so far, materialise by 1974 or 
even by 1975, the shortages may be only 
marginal. As mentioned earlier, the 
licensed capacity of the existing manu¬ 
facturers aggregates to 5.18 million tyres 
per annum — Dunlop (14.49 lakhs), Fire¬ 
stone (6.72 lakhs). Ceat (6.50 lakhs), 
Madras Rubber ( 6 .10 lakhs) Goodyear 
(6.03 lakhs), Inchek (6.00 lakhs) and Pre¬ 
mier (6.00 lakhs). Besides this, letters of 
intent have been issued for as many as 
13 other schemes, envisaging three lakh 
tyres capacity each — 3.9 million tyres 
capacity in all. The parties to whom these 
letters of intent have been issued include 
six slate industrial development corpora¬ 
tions—Punjab, Gujarat, Orissa, Andhra 
Pradesh, Tamil Nadu and Rajasthan — 
and seven private entrepreneurs — Mad¬ 
ras Rubber (Goa unit). Modi, Universal, 
Jaswant Vohra, N.B. Jesudasan (South 
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India Export Corporation), Ruby Rubber 
Works ioft &fL oiigudntlon. The total 
capacity abreddy installed or covered 
by the letters Of intent, thus, comes to 
slightly over nine million tyres a year. 

Of the 13 schemes for which letters of 
intent have been issued, only three—those 
of Madras Rubber (Goa unit), Modi and 
Universal — however, are expected to 
materialise by 1975 as they have already 
made some progress. The other 10 pros¬ 
pective manufacturers are unlikely to go 
into production by then since they have 
yet to arrange for technical collaboration. 
Even if this collaboration is arranged ex¬ 
peditiously, it will take four to five years 
for these entrepreneurs to go into produc¬ 
tion. 

The total installed capacity may thus 
go up by 1975 to only about six million 
tyres. Even if the existing manufacturers 
are able to produce in excess of their ca¬ 
pacities up to 25 per cent in terms of the 
1966 relaxation (or they are given regu¬ 
lar licences in lieu of this relaxation), the 
output that can be expected from this six 
million capacity cannot be more than 7.2 
million tyres. This, of course, is doubtful 
because normally a tyre manufacturing 
unit produces around 90 per cent of capa¬ 
city. The three Indian units among the 
existing manufacturers, no doubt, have 
been recently allowed to produce up to 
double their capacities, but the doubling 
of their production is beyond the realm 
of possibility as they could not do so 
even towards the end of last year when 
they went all-out to meet the demand of 
the Defence Forces. Then, some allowance 
has to be made for the gestation period 
of the three new units which may come up 
by 1975. 

The importance of technical collabora¬ 
tion for new units cannot be over em¬ 
phasised. The manufacture of tyres is 
an industry which is undergoing rapid 
innovations. Unless a unit keeps itself 
abreast of the new developments and 
techniques, it will soon become uncompe¬ 
titive. The research and development 
effort of a new unit without technical colla¬ 
boration from an already established 
manufacturer obviously cannot be any 
substantial. As a matter of fact, the exist¬ 
ing units in the country too depend 
largely on their collaborators or parent 


companies for the fruits of research. This 
is why there is an imperative need for the 
new entrepreneurs and the state industrial 
development corporations to arrange 
technical collaboration from established 
manufacturers who have capabilities to 
undertake adequate research. 

The question that arises in the light of 
the above analysis is: Should the supply 
position of automotive tyres be allowed 
to deteriorate just because new entrepre¬ 
neurs have to be encouraged? In its 
enthusiasm to encourage new entrepre¬ 
neurs and to curb the concentration of 
economic power in the hands of a few, 
the government is inhibiting industrial 
growth. There can be no two opinions on 
the fostering of entrepreneurship in the 
country, but care has to be taken that the 
policy in this respect is not carried to 
absurd limits of stagnating the growth of 
an industry. There is obviously a case 

Operation 

whitewash 

The cen tre’s anxicly to prevent unautho¬ 
rised overdrafts by the state governments 
and discourage resource mobilisation in 
this manner is reflected in the latest moves 
adopted by it to discharge the states’ in¬ 
debtedness to the Reserve Bank. For 
sometime past, it has been expected that 
major adjustments would be carried out 
by the central government and that the 
new procedures designed for eliminating 
deficit financing on states’ account would 
be strictly enforced. It was not expected, 
however, that the unauthorised overdrafts 
would be eliminated completely so early 
and that the government would not wait 
till the usual adjustments were carried out 
in the last week of June. 

In view of the elbow-room that the cent¬ 
ral government had for making these 
adjustments and the earlier suggestions 
that the transactions in this regard should 
be completed before the end of 1971-72, 
it was generally expected that the overall 
deficit of the central government in the 
revised estimate for 1971-72 would be even 
higher than Rs 800 crores. The union 
Finance Ministry, however, did not take 


for striking a balance between the growth ; 
requirements of an industry, on the one j 
hand, and the objectives of broadbasing ! 
entrepreneurship and extending the role \ 
of the state in manufacturing, on the 
other. 

The country has already paid dearly 
in terms of stinted growth in several sec¬ 
tors of our industrial economy because 
of the misguided policy of the government : 
to stall the expansion of the so-called 
monopolies. With' seven lyre manufac¬ 
turers already in the field and at least 
two more expected to join their ranks in 
the next two or three years, it could well be 
asked why there should be all this obses¬ 
sion with the alleged danger of monopoly, 
especially as the Monopolies and the Rest¬ 
rictive Trade Practices Commission has 
recently been asked to investigate whether 
any restrictive trade practices are in fact 
being resorted to in this industry. 


over the liability of the state governments 
to the Reserve Bank because it was anx¬ 
ious to avoid the impression that it was 
committing itself to massive deficit financ¬ 
ing for the sake of the states. On the 
other hand, the central government has 
been immensely successful in exposing the 
sad state of finances of many state govern¬ 
ments since the overdrafts in the aggre¬ 
gate rose to well above Rs 700 crores in 
the last week of April after all payments 
in respect of 1971-72 had been completed. 

In the absence of a proper analysis of 
the uncovered deficits of the slate govern¬ 
ments for 1971-72 it cannot be said what 
is the net deficit for 1971-72 on their ac¬ 
count. It would indeed be wrong to pre¬ 
sume that there had been an increase 
in overdrafts by over Rs 625 crores from 
the low level touched in the last week of 
June as this level was depressed artificially. 
The centre brought these overdrafts to 
less than Rs 100 crores with special assis¬ 
tance to the states and advance payments 
in respect of central assistance and grants 
needed for fourth Plan schemes. As the 
states could not overcome the situation 
arising out of reduced or no payments 
from the centre at a later stage and repay¬ 
ments against earlier loans bad to be made 
to the centre, the overdrafts with the Re¬ 
serve Bank started rising again in a big 
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way. The central government was a 
ittlpless onlooker. The central goyern- 
imettt actually has not been guilty of 
masrive deficit financing and it may even 
ifouad, when the accounts for 1971-72 are 
{finalised, that there is not any sizable 
{deficit. The quantum of deficit financing 
iof Rs 385 crores may not actually materia¬ 
lise as there are bound to shortfalls in 
{{expenditure on Plan schemes in the central 
isector and there may also be larger tax 
land capital receipts. It may thus come 
ttbout that actual deficit financing will 
‘ 'not be more than Rs 150 crores. 

; The same cannot, however, be said of 
the deficits of state governments. The 
. overdrafts represent actual payments and 
, taking into account the fact that in 1969- 
70 there was negligible deficit financing 
and large-scale special assistance was 
!granted by the centre to the stales in 
i difficulty in 1970-72, aggregate deficit 
,,financing on states’ account in these two 
• years may be more than Rs 900 crores 
exceeding the total of the centre for the 
same period substantially. The net defi¬ 
cits of the latter for the two years under 
reference may not be more than Rs 500 
crores. As a continuance of this form of 
undesirable resource mobilisation will 
result in unplanned development expendi¬ 
ture and accentuate inflationary pressures, 
the central government, in consultation 
with the Reserve Bank and the states, 
has made a serious effort to give proper 
shape to the budgets of tho erring state 
governments and formulate new measures 
for preventing similar clandestine over¬ 
runs. 

The adjustments effected by the central 
government in respect of unauthorised 
overdrafts during the week ended May 
5, 1972 provide clear evidence of the 
determined bid that is now being made 
to avoid deficit financing by the states. 

The central government has obviously 
decided to carry out the adjustments which 
will usually take place in the last week of 
June in order to avoid suspense over the 
question of unauthorised overdrafts. The 
states are now having a clean slate and 
henoeforth changes in loans and advances 
to state governments by the central bank¬ 
ing institution should be reflecting only 
ways and means difficulties and the bulges 
under this head should be automatically 
corrected when open market loans had 
been issued by the state governments and 
there were also brisk lax collections in the 
latter half of the year. It is. of course, 
presumed that alt the state governments 
will have overall balanced budgets for 
1972-73 and that those state governments 
which have yet to present their regular 
budgets will propose new levies for 
closing uncovered deficits. Whatever might 
be done by the concerned states to correct 
their budgetary positions and mobilise 
the required resources for financint Plan 


schem#, it must be acknowledged that 
the central government has made a success¬ 
ful bUl to eliminate earlier unauthorised 
overdrafts of the states and neutralise the 
the hateful effects of indiscriminate deficit 
financing as far as possible. The opera¬ 
tions daring the week under reference have 
been earned out thoroughly and the 
centre’s preparedness to use all available 
resources for repaying the states’ liabilities 
with the Reserve Bank would seem to 
suggest that it is confident of raising the 
required resources for sustaining a higher 
level of Plan outlay in the central sector 
in the remaining months. 

Thus, central government deposits have 
declined sharply to Rs 52.92 crores from 
214. Oi crores during the week ended May 
5, while investments jumped to Rs 330.49 
crores from Rs 74.86 crores. These would 
have been actually much higher at Rs 
370.49 crores if there had been no transfer 
of rupee securities to the Issue Depart¬ 
ment. Other assets rose substantially to 
Rs 304.94 crores from Rs 49.80 crores. 
Holdings of treasury bills have recorded 
only a small increase to Rs 58.89 crores 
from Rs 51.65 crores. It will be seen from 
these adjustments that the decline in state 
overdrafts to Rs 37.34 crores from Rs 
711.10 crores has been brought about 
mainly through technical adjustments ex¬ 
cept for the utilisation of central govern¬ 
ment deposits for over Rs 162 crores. This 
perhaps explains why there has been a 
balancing operation during this same 
week with the issue of treasury bills to 
the Reserve Bank of Tndia for Rs 779 
crores. 

It can however be expected that the 


sizable amount under other assets will be 
adjusted by using the laige hmbuats aefd 
in suspense under "other SabuitiM” of the 
order of Rs 412 .79 crores. If aU goes 
well, the central^ government will nave a 
problem of cancelling only about 1U 250 
crores of ad hoc securities under the 
head "investments” during the rest of the 
year. If net borrowing through open 
market loans could be increased by Rs 
100 crores over the target and there was 
also buoyancy in tax revenues, there may 
not be any compulsion to increase the over¬ 
all deficit on central account due to the 
taking over the liability of the state go¬ 
vernments to the Reserve Bank, As it 
cannot be expected that the centre should 
shoulder such a heavy responsibility even 
after providing for a muchhi gher level 
of Plan outlay in the current year, there is 
reason to believe that the quantum of defi¬ 
cit for 1971-72 was exaggerated and the 
use of aid funds and other resources, 
which became available during the criti¬ 
cal situation sometime back, have faci¬ 
litated the massive operations indicated 
above. The actual position will become 
clear when the final and the telling 
adjustments are completed before the 
end of June. In any case, the state go¬ 
vernments have now to be wary and there 
may not any longer be the consistent rise 
in overdrafts witnessed in the last two 
years necessitating periodical surgical 
operations. The changes in overdrafts 
will henceforth be only for ways and means 
purposes and the fluctuations should there¬ 
fore be confined within reasonable limits. 
The effectiveness of the new arrangements 
may be borne out by the developments in 
the coming months. 


£eutetn £conombt 25 ljeat5 

June 6, 1947 


The procedure Plan for the final transfer 
of power, revealed to loaders of Indian communi¬ 
ties on June 2 and broadcast over the radio the 
following day, is really not a procedure Plan. 
It is a substantive Flan in the sense that its authors 
know very well -and knew at the time of formulat¬ 
ing their procedure Plan—what the results of the 
procedure are going to be. Under every head of 
the Plan, the results arc foregone conclusions. 
Hence, however innocent and well-meaning the 
British Government may be/ it cannot escape the 
moral responsibility for partitioning India and for 
laying the foundations of a Fascist regime in parts 
of the country. The signs arc ominous. Having 
accepted what he could get under the so-called 


Procedure Planned gained a sovereign foothold in 
parts of the country Mr Jinnah, like Hitler would 
dem ind other contiguous parts on the analogy 
of German Sudetanland in Czechoslovakia. 
Then will come the demand for a corridor and 
free port in the east much as Hitler demanded a 
corridor in Poland and the port of Danzig. And 
then as Goebclls stood on the Berlin radio one 
evening and said, “Gentlemen, tonight Czecho¬ 
slovakia has ceased to be M so does the new Hitler 
of Pakistan dream that one day he would stand on 
the Pakistan radio and say: "Tonight Gentlemen, 
Hindustan has just ceased to be”. This is no idle 
working out of History, for Mr Jinnah works on 
Bismarck's theory of Real Politic. 
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R. V. Murthy 


PQM1S OF VIEW 

about banks ? 


Replying to the general debate on the 
Finance Bill, 1972, the other day, Mr 
Y.B. Chavan, the union Finance Minister, 
referred to the working of nation¬ 
alised banks and remarked that “the 
banks were urban-oriented”, perhaps 
implying thereby that they still needed to 
make a dent on the rural areas. More 
particularly, he wanted nationalised 
banks to reach unbanked and under¬ 
banked areas, mobilise deposits in these 
areas and extend credit to “neglected 
sections". But what is the position? 
After the undoubtedly good progress 
made since nationalisation, have banks 
reached a stage where further progress 
has necessarily to be slow and perhaps 
also more cautious than heretofore? 
Take, for example, the growth in 
the number of banks, both urban and 
rural. The table below indicates the 
progress at a glance. 

Surely this is not unimpressive. A 
reduction in population per banking office 
from 65,000 to 42,000 over just 30 months 
is indeed creditable. From the table 
below one would be more correct if one 
were to say that nationalised banks are 
“rural-oriented" and not “urban-oriented" 
as Mr Chavan has suggested. Thus, the 
increase in the number of bank offices in 
rural centres over the period was as much 
as 3,057 which is almost double of the 
increase in the number of bank offices 
in urban, semi-urban and metropolitan 
centres put together. Between rural and 
semi-urban centres, the increase in the 
number of banking offices was a little short 
of 4,000—3,952 to be precise. 

It is not known what the progress since 
has been, but, according to reliable sourc¬ 
es, the total number of banking offices in 
India should cross 15,000 this year. 

Quantitatively, therefore, the insinua¬ 


tion of the union Finance Minister can¬ 
not be sustained. But, qualitatively, one 
cannot yet come to any considered con¬ 
clusion, although profitability-wise, bank¬ 
ing circles argue, the position has not been 
unsatisfactory, at any rate so far. Service- 
wise, however, whatever the authorities 
may claim, there has been considerable 
deterioration which must be attributed 
partly to the rapid pace of expansion 
and primarily to the admittedly reprehen¬ 
sible trade union activities of all banking 
staff. Rapid expansion has naturally put 
too much strain on the limited trained 
personnel of banks. Compared to other 
categories of white-collared workers, the 
most pampered—next only to airlines staff 
—are the bank stafT. To some extent, the 
dislocation implicit in the socialist re¬ 
orientation given to banking by the ruling 
political party, some times on their own 
sometimes under pressure from like- 
minded but extremist leftist parties, is 
also responsible for the fall in quality of 
bank service. If the full impact of this 
has not made itself felt, it is because of a 
certain slack that developed in the eco¬ 
nomy last year. As and when the pace of 
economic growth picks up this is bound 
to come to the surface. 

Until the other day, the emphasis was 
on “priority sectors". Now, Mr Chavan 
speaks of “neglected sections”. It is not 
clear what exactly the union Finance 
Minister means by “neglected sections]’, 
unless he has in mind neglected sections in 
rural areas only. There are certainly some 
neglected sections in urban areas too and 
the neglect of these sections is the direct 
outcome of over pampering to “priority 
sectors". 

Taking only the lending lo prionty 
sectors (of course by nationalised banks 
only), one notices that the percentage of 
credit to agriculture—direct financing 


Growth of Banks 


No. of Bank offices 30-6-1969 30-6-1970 31-12-1970 30-6-1971 31-12-1971 


Rural centres 1,832 3,062 3,766 4,279 4,889 

Semi-urban centres 3,322 3,695 3,880 4,017 4,224 

Urban centres 1,447 1,583 1,673 1,777 1,850 

Metropolitan centres 1,661 1,791 1,865 1,940 2,022 


Total: 8,262 10,131 . 11,184 12,013 12,985 


Population per 

banking office 65,000 54,000 49,000 46,000 42,000 


(excluding plantations) alone—rose from 

I. 5 in June, 1969 to 5.1 in September, 
1971. Small-scale industry improved its 
percentage share to total credit from 8.3 to 

II. 1 over the same period—in December, 
1970 it was even higher at 11.3. There was 
a similar improvement in the percentage 
share to total credit of road transport 
operators, retail traders, small business¬ 
men professional and self-employed per¬ 
sons and education. But one feature 
that cannot escape any keen student of 
the trend of bank credit in India is that 
December, 1970, marked the peak of 
growth. Since then, the tempo has been 
uncertain and tending more downward 
than upward, possibly because of the 
slower rate of economic growth. 

Adequate and separate statistics are not 
still available about the trend and rate of 
growth of deposits m rural areas. As of 
June, 1971, however, rural deposits garner¬ 
ed by all scheduled commercial banks, 
in both public and private sectors, were of 
the order of Rs 62.87 crores. giving an 
average of 3.4 lakhs per office. Taking only 
the 14 nationalised banks, the total depo¬ 
sits were of the order of Rs 42.96 crores, 
with an average of just a little over Rs 
three lakhs per office. Advances by all 
banks amounted to Rs 34.35 crores or Rs 
two lakhs per office. Advances by the 14 
nationalised banks were Rs 26.43 crores 
which also worked out to more or less the 
same average sum per office. 

For distribution of bank credit also, 
figures are not available for credit to 
different sections in rural areas, let alone to 
“neglected sections” in rural areas as 
such. But an examination of the overall 
distribution of bank credit among major 
sectors by all scheduled banks between 
1970 and 1971 shows that, whereas credit 
to priority sectors rose appreciably, that to 
the residual sector, /.<*., large and medium 
industry and wholesale trade, declined 
from 79.1 per cent of total bank credit in 
March, 1970 to 70.6 per cent in September. 
1971, (the latter had gone down to 70.5 
in June, 1971). While this may not afford 
any conclusive evidence, industrial inte¬ 
rests argue that reduced credit has acted 
as a deterrent to production. Mr. S. Jagan- 
nathan, Governor of the Reserve Bank, 
however, defended the credit policy rtnd 
contended recently that “credit policy is 
not intended to restrict the borrowings for 
productive use." But the last word on this 
debate has not been said yet. 
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Storm in 


The price ol gold attained an all-time 
peak at $57.75 an ounce on May 17 in 
the London market. The equivalent price 
in rupees worked out at 149 for 10 gms. 
At Bombay the highest price for standard 
gold was recorded at Rs 234 for 10 gms on 
May 19. The margin between the Bombay 
and: London prices of gold has been re¬ 
duced to about 60 per cent whereas a year 
ago when the international price of this 
precious jnetal ruled around $35 an ounce, 
the difference used to be about 100 per 
cent. It is highly likely that the price ot 
gold in the Bombay market would rise to 
about Rs 300 for 10 gms in the coming 
months unless the world market price of 
the yellow metal drops. There is little 
prospect of the margin between the Indian 
and world prices of gold remaining as 
narrow as it is at present since smuggling 
remains hazardous and expensive. What 
is more, the gold control policy of our go¬ 
vernment has failed miserably in weaning 
the people away from this metal and all its 
efforts “to make smuggling more difficult 
by making it less easy to dispose of 
smuggled gold in the internal market’ 7 
have come to nought. 

beaefittoS. Africa 

For the last many years, the value of 
world production of gold (at $35 an ounce) 
has ranged between $1,400 million and 
$1,500 million (See Tabic 1). Nearly threc- 
iourths of the supply of this metal origi¬ 
nates in South Africa. Naturally, the 
present spurt in gold prices has imparted 
the largest benefit to South Africa in so 
far the currcnl sales of this metal arc 
concerned. The enhanced market prices 
of gold in the first four months of this 
year put the balance of payments of 
South Africa in surplus. Consequently 
this leading supplier of the precious 
metal might decide to reduce the monthly 
sales of gold which, in turn, would 
give a further upward push to its prices 
in the world market. 

Even though the USA tried its best 
during the past two decades to reduce the 
status of gold as a reserve, the faith of 
many countries in this metal as a mone¬ 
tary reserve brought forth failure to it in 
this objective. Among the European 
countries, France led the rest in following 
■I policy of converting a major part of its 
icaumulated dollar holdings into gold, 
tn 1968 the USA had adopted a two-tier 
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system which ensured gold-dollar parity 
at $35 an ounce for transfers to monetary 
authorities while the free market price of 
gold was allowed to fluctuate under the 
influence of forces of demand and supply. 
On August 15 last year. President Nixon 
delinked the dollar and gold completely 
implying that the dollar was no longer as 
good as gold. Then followed a long period 
of uncertainty in regard to the exchange 
rates of various currencies of the world 
leading to substantial dislocation in inter¬ 
national trade and payments. The world 
markets have not fully recovered from the 
shock administered by President Nixon in 
August last year. 

It needs to be remembered that the 
international monetary system evolved 
at Brctton Woods was based on gold. 
Even the special drawing rights (SDRs) 
are linked to gold. This is why they 
are nicknamed as “paper gold.” The 
realignment of currencies in any mone¬ 
tary shakc-up has to be done through 
the medium of gold. That is why the 
process of easing gold out of the world 
monetary system is easier said than 


done. The governments of the leading 
countries could be urged to assist in this 
task provided all the members of the 
IMF sincerely stood by the basic laws 
chalked out for the guidance of the Inter¬ 
national Monetary Fund (IMF). The 
experience of the past 25 years indicates 
that the countries whose currencies dep¬ 
reciated in value due to inflationary pres¬ 
sures at home hesitated to devalue them. 
Also, the countries which had disciplined 
their economies in such a way that prices 
were not allowed to rise even by the aver¬ 
age international annual increase, fail¬ 
ed to revalue their currencies upward to 
the required extent. It was this basic fai¬ 
lure on the part of both groups of count¬ 
ries to play the game according to the 
IMF rules which brought the international 
monetary system to a crisis from which it 
has yet to recover fully. 

The demand for gold emanates from 
three sources. They arc: (a) industrial and 
artistic uses; (b) private Hoarding and (c) 
world monetary stocks. The consumption 
of the yellow metal for industrial and artis¬ 
tic uses has multiplied almost three times 


Table I 

World Production of Gold! 

(In millions of US dollars at US $ 35 a line ounce) 



1940 

1945 

1964 

1965 

1970 

South Africa 

492 

428 

1,019 

1,069 

V 

1,128 

Canada 

186 

95 

133 

126 

82 

United States 

170 

32 

51 

59 

63 

Ghana 

31 

19 

30 

27 

25 

Japan 

30 

3 

16 

18 

25 

Australia 

57 

23 

32 

31 

22 

Philippines 

39 

— 

15 

15 

21 

Rhodesia* 

29 

20 

20 

19 

18 

Colombia 

22 

18 

13 

11 

7 

Mexico 

31 

17 

7 

8 

7 

Congo, Deni. Rep. of 

20 

J2 

8 

6 

6 

Others* 

157 

69 

60 

54 

46 

Total 

1,264 

736 

1,406 

1,440 

1,450 


(t) Excluding the output of CMEA countries, mainland China, etc. 

* These figures include estimates for data not available. 

Sources: International Financial Statistics and IMF staff est ima te,. 

,1074 JUNE 2 . 1972 







I during' the past 12 years (see Table II) 
and because of the fast expansion in the 
electronics industry in particular, it is 
estimated that the rate of consumption 
would continue to rise in the current de¬ 
cade as well. The demand from hoarders, 
especially in the poor countries, continues 
to be erratic and no forecast can be made 
in regard to future trends. The stocks of 
gold with central banks of many countries 
have continued to increase because, as Dr 
Karl Klasen, president of the German 
Federal Bank, said in November last year, 
“in practice the monetary authorities are 
as attached to gold as ever they were". It 
has been estimated that the “countries of 
continental Europe” have almost tripled 
their stocks during the past 15 years to 
about *20,000 million (at *35 an ounce). 
Thus it is obvious that there is no immedi¬ 
ate prospect of a reduction in the demand 
for gold and South Africa, the main supp¬ 
lier of this metal, will be in a position to 
dictate its price now that it has overcome 
its balance of payments problem. 

growing gap 

A special report—Gold 1972—published 
recently by Consolidated Gold Fields in 
London states that the price of gold is 
expected to continue to increase in coming 
years because of the growing gap between 
rising industrial demand and new mine 
production. The report has estimated 
that by 1980, the non-communist world 
demand for gold for fabrication and hoard¬ 
ing would increase to 1,962 tons if the price 
were deemed constant at $48 an ounce. 
The supplies however are expected to be 
between 1,325 tons and 1,400 tons includ¬ 
ing small sales by the USSR. The gap 
between demand and supply, it is com¬ 
puted, would raise the price of gold to 
$61 — $63.50 an ounce in terms of the 
1972 dollar. After allowing for inflation at 
> four per cent per annum, the price of gold 
in 1980 would be between $ 84 and % 87 
an ounce. The rupee equivalent of this 
price of gold would be more than 250 
for lOgms and if the parity between dollar 
prices and rupee prices is maintained as 
In 1971, then the price of this metal should 
rise to more than Rs 500 for 10 grams in 
1980. 

President Nixon’s decision to de-link 
gold and dollar in August last year was 
dictated by the continuous decline in 
US gold reserves which dropped to a 
little below $10,000 million — less 
than half of the stocks held in 1958. 
Even though the US economy was basi¬ 
cally strong, the continuous deficits in 
balance of payments for more than a de¬ 
cade shook the faith of the world in the 


mighty dollar. Thus, the USA could not 
sustain convertibility since it mismanaged 
Us balance of payments over a very long 
period. The heavy cost of the Vietnam 
war, economic as well as military assis¬ 
tance to a large number of countries and 
the stupendous expenditure on the space 

K ogramme all combined to aggravate its 
Lance of payments position. 

The new gold-dollar parity at $38 an 
ounce was intimated to the IMF by the 
US treasury only recently; the new rate 
came into force on May 8, 1972. But this 
does not imply convertibility i.e. the US 
treasury has not taken on the responsibi¬ 
lity to change dollars into gold even 
for the monetary authorities. When will 
the US feel confident to re-establish con¬ 
vertibility? According to the 10-point 
monetary reform programme chalked 
out by Mr Arthur Burns, Chairman 
of the US Federal Reserve Board, it is 
possible to “re-establish some form of 
dollar convertibility in the future” if the 
processes of international consultation and 
cooperation are strengthened and res¬ 
ponsible domestic economic policies in 
the major industrial countries, especially 
the USA, arc pursued. Among other 
points made by him, the two most im¬ 
portant are: (a) systematic long-range 
plans for the evolution of world reserves 



and credit arrangements and (b) a conti¬ 
nued but diminishing role for gold as a 
reserve asset with a corresponding in¬ 
crease in the importance of SDRs. 

The IMF staff also is reported to have 
drafted a memorandum which makes the 
following four points for the guidance 
of the US treasury: (1) the US can no 
longer let dollars pile up abroad and must 
buy back dollars that flow out in the future 
with gold or other assets by definite dead¬ 
lines; (2) the US should be prepared as 
any other nation promptly to devalue the 
dollar again (or revalue upward) as condi¬ 
tions change; (3) the US should expect to 
see thousands of millions of dollars now 
held by other governments turned in to 
IMF and gradually to buy them back and 
(4) the US must get over the ideas that 
other nations will be made to give up their 
balance-of-payments surpluses and that 
gold will soon fade from its place as an 
international reserve assets. 

The IMF analysis clearly points out that 
if the USA has failed to wipe out its 
own balance-of-payments deficits, it can¬ 
not pressurise other nations to eliminate 
their surpluses. And if the present stale¬ 
mate continues, there is little hope of 
convertibility in the near future and as 
forecast by the London firm, the free 
market price of gold cannot but rise. 


Table II 

Gold: Marketed Stocks and Distribution by Use 
(In millions of US dollars at US $ 35 a fine ounce) 


Year 

Newly 

Available 

Gold 1 

(A) 

Additions 
to World 
Monetary 
Stocks 1 
(B) 

Estimated 

Industrial 

and 

Artistic Use* 
(C) 

Estimated 

Private 

Hoarding* 

(D) 

1958 

1,261 

680 

360 

221 

1959 

1,382 

750 

380 

252 

I960 

1,378 

280 

430 

668 

1961 

1,490 

605 

470 

415 

1962 

1,500 

370 

510 

620 

1963 

1,906 

820 

540 

546 

1964 

1,856 

710 

600 

546 

1965 

1,840 

220 

715 

905 

1966 

1,371 

-45 

780 

636 

1967 

1,401 

—1,580 

850 

2,131 

1968 

1,388 

—700 

860 

1,228 

1969 

1,408 

110 

915 

383 

1970 

1,450 

275 

975 

200 

1971—First Quarter 

355 

—35 

290 

100 


(1) NeW production (excluding output of CMEA countries, mainland China, etc.) 
plus sales by USSR less purchases by mainland China. 

(2) Data from International Financial Statistics. 

(3) Estimates 

(4) The residual amount. Columns A—(B+C)~D. 

Source: The Annual Report (1971) oflntcrnational Monetary Fund. 
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Or B. R. Agarwal 


The twin functions of the Li r e Insurance 
Corporation are to provide security 
against unpredictable contingencies in¬ 
cluding provision for old age and to create 
a channel of safe investment for the sav¬ 
ings of the people resulting in accelerated 
economic growth. Since it covers risk, 
provides a moderate rate of return on 
premia, creates thrift habit and attracts 
sizable rebate of income-tax, it has be¬ 
come the biggest source of savings and 
builds up a huge reservoir of funds for 
investment. The investment policy of 
funds has an important bearing upon the 
willingness of the people to save. It is, 
therefore, of vital importance that the 
pattern of investment of the life funds 
should satisfy the objectives of high yield, 
have a multiplier effect on the economic 
growth of the country and ultimately 
maximize social welfare. The purpose 
of this article is to examine critically the 
operations of Life Insurance Corporation 
of India in the light of these objectives, 
and to suggest guidelines to utilise the 
funds 'in the interest of the community 
as a whole’. 

Before nationalization in I9S6, the 
Investment Policy of the Life Insurance 
Companies was governed by section 27 
of the Indian Insurance Act, 1938 which 
required that at least SO per cent of the ad¬ 
justed liabilities must be invested in go¬ 
vernment and other approved securities. 
Taking advantage of this provision, 
the percentage of securities of the joint- 
stock companies in the investment 
portfolio of the Indian insurers rose 
from 10.1 percent in 1946 to 16.2 per¬ 
cent in 1955* resulting in the criticism 


that the government was not getting 
enough share of the savings for its 
plans. Bharat Insurance scandal of Rs 
2.20 crores securities, failure of life 
insurance companies to the detriment of 
the policyholders, concentration of in¬ 
vestment of funds in the companies of 
the same industrial group and other mal¬ 
practices, led Mr C. D. Deshmukh, the 
then Finance Minister, to observe in his 
broadcast on January 19, 1956, “The 
misuse of power, position and privilege, 
that, we have reason to believe, occur 
under existing conditions is one of the 
most compelling reasons that have in¬ 
fluenced us in deciding to nationalise Life 
Insurance.”* Consequently, the LIC 
came into existence on September 1,1956 
to secure the maximum yield for the policy¬ 
holders consistent with the safety of the 
capital and utilization of these resources 
to reach the goat of a socialistic pattern 
of society. 3 Announcing the new Invest¬ 
ment Policy of LIC in Lok Sabha on 
August 15, 1958, the Finance Minister’ 
observed that though the primary obli¬ 
gation of LIC is to its policyholders whose 
money it holds in trust, it has to keep be¬ 
fore it the interest of the community as a 
whole and may take advantage of tempo¬ 
rary fluctuations in market price. 

Since LIC is the biggest source of sav¬ 
ings in the country, the investment 
policy should be so designed that it 
maximizes the return on investment on 
the one side and creates a self-generating 
economy on the other side. The private 
insurance companies could have worked 
on strictly business principles but securing 
a balanced regional growth; insuring a 


balanced investment in private and pub¬ 
lic sectors; developing an infrastructure 
to initiate industrialization; creating an 
enterprising spirit and furthering the social 
welfare of the community should be the 
objectives of the investment policy of 
this nationalised institution. It is proposed 
to discuss these objectives under the follo¬ 
wing heads: 

(1) Maximization of return on invest¬ 
ment consistent with safety of principal; 

(2) Balanced regional growth; 

(3) Development of industries in the 
private sector; 

(4) Creation of infrastructure facilities. 

(5) Encouragement to small industries 
sector; and 

(6) Promotion of social welfare mea¬ 
sures. 

One of the motivating factors for the 
propensity to save is the high rate of inte¬ 
rest. The investment pattern ensuring a 
high rate of return will increase the rate 
of bonus and the policyholders will earn 
more due to reduced premia. The main 
motivating spirit in the economic growth 
process in most of the developed 
countries has been the willingness of 
the people to save a significant portion 
of their current income and divert it in 
the channels of more production. It is 
gratifying to note that the rate of return 
on the investments of Life Insurance Cor¬ 
poration funds has increased gradually 
from 4 58 per cent in 1956-57 to 6.06 
percent in 1969-70; but it cannot be said 
to be quite commendable as the existing 
market rate of interest varies between 
8 and 12 per cent. In fact, the rate of return 


Table I 

Sectorwise Distribution of Investments of L.I.C. in India 

(Rs in crores) 

As on 31-12-1957 As on 31-3-1961 As on 31-3-1966 As on 31-3-1970 

Sector ---—---- 




Amount 

Rs. 

%of 

Total 

Amount 

Rs. 

%of 

Total 

Amount 

Rs. 

%of 

Total 

Amount 

Rs. 

%of 

Total 

A. 

Public Sector 

255.13 

77.3 

392.71 

78.0 

659.37 

73.5 

1045.26 

73.6 

B. 

Cooperativeector 

5.48 

1.7 

8.59 

1.7 

53.10 

6.0 

135.51 

9.5 

C. 

Joint SectorS 

Nil 

Nil 

Nil 

Nil 

7.13 

0.8 

5.37 

0.4 

D. 

Private Sector 

69.14 

21.0 

102.26 

20.3 

176.82 

19.7 

233.97 

16.5 


Total : 

329.75 

100.0 

503.56 

100.00 

896.42 

100.00 

1420.11 

100.0 


Source : LIC. Annual Reports and Accounts. 
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Togetherness pays. Now, it pays more! 


Fly to Europe, 
the U.S.A.,U.K., 
Japan and 
Australasia and 
save big money. 




Now you save more under 
Air-India's Affinity Group Fare Scheme. 
If your group consists of 30 members 
belonging to the same school/college, 
institute, firm, club, society, corporation, 
association or organisation for at least 
6 months, you get a 45% discount 
if you are going to Europe. 

If you are a group of 15 you get a 
30% discount to Europe, Japan, 


Malayasia, Australia. Wife/husband and 
children are included as part of the group. 

And while you're flying at these 
low fares, you'll enjoy all the comforts 
of a passenger paying the normal fare. 

Contact your nearest Air-India Office, 
or your Travel Agent without delay. ^ 

■*ha alrlina that tavaa you monay (lota of lt)5v 
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As India moves towards its goal of all-round develop¬ 
ment, we make our contribution. On the food front, 
Union Carbide provides pesticides and polyethylene 
film which help the farmer reap a bigger, better harvest. 
On the home front we bring to you a variety of 
household articles ranging from batteries and flash¬ 
lights to colourful containers made from our poly¬ 
ethylene. We supply raw materials and chemicals 


essential for the pharmaceuticals, paints, textiles. Iron 
and steel and rubber industries. On the export front 
Union Carbide combs the five continents for new 
markets and Its products reach more than 5t> countries 
including the U.S.A. These are but some of the seeds 
that Union Carbide India Limited has sown to raise the 
standards of living of the people of India. Yes, In our 
little way wa help India fight Its war on all fronts I s 

G 4* 



sowing the seeds of progress 
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has been low due to many low-return 
government securities in the invest¬ 
ment portfolio of LIC. ‘‘The challenge 
to investment officers of life insurance 
companies is to seek out those invest¬ 
ments which will produce the highest 
net return without impairing the 
security of the principal amount involv¬ 
ed.” 4 A perusal of Table I (p. 1076) shows 
that public sector has been claiming lion’s 
share of the total investments of LIC since 
its inception, though the overall percen¬ 
tage has gone down a little from 77.3 
percent in 1937 to 73 6 per cent in 1970. 
This reduction has been to nurse another 
low-yielding sector of co-operation where 
the percentage of total investments in¬ 
creased substantially from 1.7 per cent 
in 1957 to 9.5 per cent in 1970. Thus the 
overall percentage of investment in pre¬ 
ferred sector virtually increased from 79 
per cent in 1957 to 83 l in 1970. 
It is, therefore, suggested that the In¬ 
vestment Policy Committee should change 
the strategy of investing about 73 per cent 
of funds in government securities to 50 
per cent as a maximum limit and the rest 
may be invested in high-yield industrial 
securities or in housing schemes which 
give a better return. The government can 
find funds for its projects from other 
sources and thus the savings of the people 
can be put in more rewarding avenues. 
Safety of principal, which is an essential 
element of the maxim of high ROI, is 
inbuilt through a high level Investment 
Policy Committee of LIC. Even if 
there is an improvement of 0.5 per cent 
in the return rate, the present level of 
earnings will increase by 7.5 crores, not an 
insignificant amount by any standard. 

balanced regional growth 

The integrated economic development 
of a big country like India with hetero¬ 
geneous geographical regions is possible 
if the extension of the benefits of economic 
progress of the more developed regions 
are transferred to the less developed re¬ 
gions. Table II gives the regionwisc and 
statewise distribution of the percentage 
of the investments of the life funds. It 
will be noted from the table that LIC is 
diminishing the percentage of the invest¬ 
ment of funds in comparatively advanced 
regions. The investment in West Bengal 
has been reduced from 26 96 per cent in 
1957 to 11 23 per cent in 1970. Similarly, 
the share of investment in an industrially 
backward state of Rajasthan has in¬ 
creased from 0.46 per cent in 1957 to 
4.08 percent in 1970. Regionwisealso, 
the percentage share of eastern region 
has decreased from 35.31 per cent in 1957 
to 24 69 percent in 1970 at the cost of 


southern region. Though the policy of 
this diversification is heading towards 
bringing a balance between backward and 
advanced regions, it is still questionable if 
about 30 per cent of the total investment 
should be concentrated only in two states 
—Maharashtra and West Bengal. Maha¬ 
rashtra and Gujarat seem to woo success¬ 
fully the attention of LIC investment au¬ 
thorities and the percentage investment in 
these two states has not gone down 
substantially, while some states such as 
Bihar, MP., Haryana etc. have not re¬ 
ceived their due share under the policy 


nans or kw 

of balanced regional growth enunciated 
by tne Planning Commission. 

Mixed economy of India requires tha: 
the private sector should be given its right¬ 
ful place in the process of economic 
growth of the whole country. Infact,' 
the contribution of private sector has bcci ■ 
more than the contribution of the public 
sector in the gross national product anc 
its efficiency has also been superior u 
that of die government concerns. Thi 
malpractices by the private insurersjusti- 1 
tied its nationalisation but the reduction 
in the percentage of total investment ol 


Table 11 

Regionwise and Statewise distribution of investments 
(In percentage of total investments) 


Zone and State 


Eastern 

(a) Assam 

(b) Bihar 

(c) Orissa 

(d) West Bengal 


! Total 


Northern 

(a) Delhi 

(b) Haryana 

(c) Himachal 

(d) Jammu & Kashmir 

(e) Panjab 

(f) Rajasthan 

(g) Uttar Pradesh 


Total 

Southern 

(a) Andhra 

(b) Kerala 

(c) Mysore 

(d) Pondichery 

(e) Tamil Nadu 

Total 


Western 

(a) Gujarat 

(b) Madhya Pradesh 

(c) Maharashtra 


Total 
Grand Total 


As on 

As on 

As on 

31-12-1957 

31-3-1966 

31-3-1970 

0.78 

2.85 

2.45 

6.12 

6.35 

6.25 

1.45 

5.06 

4.76 

26.96 

13.57 

11.23 

35.31 

27.83 

24.69 

0.66 

0.71 

0.82 

N.A. 

N.A. 

1.63 

N.A. 

N.A. 

0.03 

N.A. 

0.11 

0.17 

0.67* 

* 3.49** 

3.10 

0.47 

4.47 

4.08 

10.26 

7.83 

6.99 

12.05 

16.61 

16.82 1 

4.17 

7.61 - 

% 

7.16 4 

1.10 

3.27 

3.52 

3.89 

5.89 

5.40 i 

Nil 

N.A. 

0.10 if 

9.07 

9.92 

10.05 '4 

18.23 

26.78 

26.14 J 


5.93 

9.13 7 

2.24 

3.68 

3.63 

32.17* 

19.17 

19.59 j 

34.41 

28.78 

32.35 1 

100.00 

100.00 

100.00 ! 


♦Combined for Gujarat and Maharashtra. 

■ **This is for undivided Panjab and includes investments in Haryana and Hima¬ 
chal areas. 

Source: LIC Annual Reports for 1970 and 1966; Pp. 38 and 60 respectively. 
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the iaveslible funds of the LIC in the pri¬ 
vate sector can hardly be justified. As a 
matter of fact, the savings of the people 
most be shared by the various production 
sectors in proportion to their contribution 
to the national income. Moreover, the 
rate of return available from private sec¬ 
tor is also higher. Denying the deserving 
share of the savings of the people to the 
private sector is neither ethical nor econo¬ 
mical. Blocking 73 percent of the life 
funds with LIC in the public sector 
(though the statutory limit is 50 per cent) 
is arbitrarily snatching away the share of 
the deserving private sector perhaps 
mainly because the other one is powerful. 

The private sector has been helped in 
expansion through granting underwriting 
facilities. An analysis of Table IH shows 
that during the last 15 years, only 830 
issues have been underwritten for a total 


amount of Rs 223.38 crores, which is 
merely 15 per cent of the total investible 
funds of 1970. Of this, only 37.70 per 
cent could go to underwrite issues in the 
private sector which itself speaks of the 
starvation of this sector. 

Table IV gives the patronization of 
various industries for getting nourishment 
from LIC funds. Of the 28 industries 
classified by LIC for investments, in their 
annual reports, the maximum has been 
claimed by Engineering, Cotton Textiles, 
Iron and Steel, Cement and Electricity, 
attracting about 50 per cent of the total 
investment in industrial securities. 

It seems that LIC is interested in playing 
safe regarding investment in the shares, 
debentures and loans to joint stock com¬ 
panies instead of protecting and expand¬ 
ing the new and less known enter¬ 
prises. It is heartrending to note that of 


Nmsvwm 

the total investment in industrial securi¬ 
ties during 1970, it had invested 36.87 
per cent of the funds in the companies 
of the first ten business groups (12.59 
per cent in the Tata group ana 9.70 
per cent in the Biria group) listed in order 
of their assets, as per Monopolies 
Inquiry Commission Report, 1965. 

The process of economic development 
gets the speed automatically if the roads, 
water facilities, buildings, skilled labour 
and other facilities are made available 
to the entrepreneurs. The LIC seems to be 
aware of this responsibility but limits its 
vision to help the programmes of die 
Electricity Boards. Electricity is necessary 
to develop industries but roads ana 
buildings for industrial establishments 
are essential to mate fuller utilization of 
electricity. The planning approach of 
Haryana State can be a guideline to the 



4 
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Table III 

Underwriting Operations of Life Insurance Corporation 


(Rs in crores) 


Ycar/pd. 

No. of issues 
Underwritten 

Debentures 

Rs 

Pref. Shares 

Rs 

Ord. Shares 

Rs 

Deb./Bonds of 
S.F.Cs, central 
co-op. land 
mortpge banks etc. 

Rs 

Total 

Rs 

Sept. 1956 to 

Dec. 1961 

115 

9.26 

3.87 

2.61 


15.75 

1963 

58 

10.02 

0.88 

1.02 

7.61 

19.53 

1964 

70 

3.23 

1.61 

2.14 

6.10 

13.00 

1965 

84 

6.95 

2.26 

1.92 

6.41 

17.54 

1966 

96 

3.03 

2.79 

1.74 

13.05 

20.61 

1967 

99 

w 

2.97 

2.89 

20.23* 

26.09 

1968 

no 

« 

3.59 

.61 

18.91* 

23.11 

1969 

95 

10.26 

1.09 

1.07 

22.43 

34.83 

1970 

103 

4.95 

1.84 

1.60 

44.53 

52.92 

Totai, 

oo 

© 

47.70 

20.90 

15.60 

139.18 

223.38 


* Mixed up. 


Source: Essays on Finance by S.L.N. Simha, p. 313 and Bombay Stock Exchange Directory. 
Tabu IV 

Distribution of Investments in Industrial Securities (Rs in crores) 


As on 31-12-1957 As on 31-3-1961 As on 31-3-1966 As on 31-3-1970 


Industry 

Amount 

Rs. 

7. of 
Total 

Amount 

Rs. 

% of 
Total 

Amount 

Rs. 

%of 

Total 

Amount 

Rs. 

% of 
Total 

Engineering 

7.14 

10.30 

11.61 

11.31 

30.17 

16.47 

41.89 

19.23 

Cotton Textile 

6.91 

9.80 

9.17 

8.94 

21.39 

11.68 

22.68 

10.50 

Iron & Steel 

5.48 

7.90 

8.55 

8.33 

17.31 

9.45 

17.35 

7.97 

Cement 

3.66 

5.30 

5.82 

5.67 

8.92 

4.87 

11.08 

5.09 

Electricity 

8.29 

11.90 

9.77 

9.52 

11.51 

6.28 

17.51 

8.03 

Others 

38.29 

54.80 

57.71 

56.23 

93.88 

51.25 

107.38 

49.28 

Totai, 

69.77 

100.00 

102.63 

100.00 

183.18 

100.00 

217.89 

100.00 
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Vi worffi R» 10,000 eHchwCry year aftd thud 

ive programme to in a few years, the whole country will 
^necteach village with metalled roads have a beehive of small-scale industries. 
JSSotSo warehousing facilities at least The funds for this sector can be invested 
S&firil headquarters. The LIC has not at in construction of sheds,, providing com- 
2l thoujS of providing buildings for own facilities' and sfvice qentow. and 
SaSSK indiktries or giving loans building other items, of essential rafra- 
fot this purposes. ’ structure. 

MCU ' 

mtemoloynumt. To enjoy the fruits of in his message dated August 25,1956, 
dtxnocracy, politicaUt&ailitaril ‘necessary s | the time of the inauguration of the Cpr- 
whkm is possible otfly f witfr contented Wwation, the then Vioe-Pfesident of India, 
The remedy to provide large- Dr S. Radhakrishnan, rightly hoped, “The 


eventwrepor cent of investibie funds each acH^Mled safety considerations and coase- 
vean ItiwThelp build tibout 14606 sheds mmntly the lien s share of the investibie 
worth K» 10,000 etedkfcvbry year ahd thus funds is taken away by the public scoter, 
in a few years, the whole country will perhaps due to the excessive domination 


The funds for this sector can be invested 
in construction of sheds,, providing com¬ 
mon facilities' and service centres and 
building other item/of essential infra¬ 
structure. 


scale employment, specially among tech¬ 
nocrats, lies in the popularization of small- 
scale industries. Unfortunately, there is a 
mistaken view that small businesses have 
a high element or risk and also need cheap 
credit. In fact, the very principle of in¬ 
stance to minimize risk through diversi¬ 
fication applies here, as it is limited to 
al kali amounts through investment in 
numerous small businesses. 

necessary evil 

Risk is a necessary evil to be shouldered 
by UC in the interest of eradicating un¬ 
employment. The risk is further lessened 
as the credit for establishing industries 
is granted to qualified persons after a care¬ 
ful scrutiny of feasibility reports. The 
financial facilities may be granted in the 
eih w. of buildings and machinery which 
may be mortgaged to LIC. The notion 
that small entrepreneurs require cheap 
credit is a misguiding argument, as the 
margin of profit in small business is large 
due to the elimination of highly paid super¬ 
visory staff and expensive overheads. In 
the absence of financial facilities easily 
available otherwise, they have to resort to 
the money market and pay interest rang¬ 
ing from 20 to 46 par cent, yc.oeto charge 
{Treasonable rate of interest and thus help 
in .accelerating the economic development 
of the country as a whole. “It seems that 
the crux of the matter is the desirability 
of creating a body of new entrepreneurs 
who have the needed skills for production 
aad of industrial concerns 

but have no finance to own these con¬ 
cerns. The criterion applied is not that ot 
creditworthiness as is normally under¬ 
stood but ot capacity to produce.”® 
industrial estates have been one of the 
effective instruments to promote entre¬ 
preneurship in some developing countries 
and have, proved quite effective in India, 
specially in Andhra Pradesh. It is unfor¬ 
tunate that LIC has invested only an 
insignificant amount of Rs 1.12 crons by 
1970. With the fractional allocation of 


Corporation will work for the ideal of a 
Welfare Society inspiring confidence in 
the people..” Prime Minister Nehru 
also said, “_This is not only good in¬ 

vestment, but has obvious social advan¬ 
tages when there is a great lack of hous¬ 
ing...” Thus the welfare objective for 
the utilization of the funds of LIC had 
been uppermost in the minds of the lea¬ 
ders at the time of its nationalisation. But a 
glance at Table IV shows that investment 
in government securities had dominated 
the investment portfolio of LIC. Some 
schemes like ‘Own Your Home’ scheme, 
loans to cooperative house-building 
societies, expenditure on water supply 
and d ra ina g e etc. have attracted a limited 
attention of the LIC. The community can 
hopefully look to the UC to extend a 
helping hand to the millions of the people 
who unfortunately do not have a safe and 
secure roof over their heads. The ‘Own 
Your Home’ scheme has now been ex¬ 
tended to the localities with 10,000 po¬ 
pulation. By March 31, 1970, about 6000 
loans valuing Rs 258 crores had been 
sanctioned. The results are good but the 
LIC can now speed up its programme of 
constructing ownership flats in over¬ 
crowded towns. The provision may be 
in the Act that the workers of ail 
industrial establishments will have to be 
provided with houses through loans 
granted by LIC instead of the existing 
provision that LIC can grant loans for 
industrial housing, if requested. 

It is evident from the foregoing dis¬ 
cussion on the various operational as¬ 
pects of the investment policy of LIC 
since 1956 that the Corporation has made 
a significant contribution in channeling 
savings of the middle class into the socio¬ 
economic development of the country. 
However, the LIC has to go a long way to 
achieve the primary objectives of maximiz- 
ittg the benefits to the policyholder in parti- 
cular and to the community in general. 
It appears that the Investment Committee 
of tne Corporation is obsessed with the 


perhaps due to the excessive domination 
of the officials under the policy enunciated, 
by the Ministry of Finance of the govern-, 
ment of India. 

low return 

In spite of the diversification made in the 
investment of funds in recent years, the’ 
return to the policyholder is still very low 
and consequently the small savings conti¬ 
nue to Ire attracted by direct private 
investment in housing, securities of joint-, 
stock companies and private loans and 
advances. The LIC could conveniently 
participate in the house construction pro¬ 
gramme of the community at large on a 
much bigger scale than it has actually 
done so far. Investment in housing pro¬ 
vides full safety to the LIC as an inter¬ 
mediary, satisfactory return in the form 
of interest to the investor and a good 
attraction to the members of the commu¬ 
nity to own their own houses. It 
would perhaps be advisable to invest 10 
to 15 per cent of the investibie funds of the 
Corporation in this sector; and as this 
would be one of the most important activi¬ 
ties of the Corporation, the LIC will be 
better advised to go in for a separate sub¬ 
sidiary organization charged with the 
responsibility of investment in housing 
projects. 

Another glaring deficiency in the in¬ 
vestment policy of the Corporation has 
been the neglect of private sector specially 
the small entrepreneurs. Keeping in view 
the socialistic pattern of society to which 
the government and overwhelming section 
of the community seems to be pledged, 
it would be in the fitness of thiqgs to 
channel at least 25 per cent of the in¬ 
vestibie funds of the Corporation into 
the private sector with due regard to the 
small entrepreneurs so as to promote 
effectively the expansion of self-employ¬ 
ment opportunities in this sector. In this 
' connection, porhaps, it will be better to 
tear off a leaf or two from the rise and 
growth of entrepreneurship in Japan and 
Germany. 
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This year's budget session, which comes 
to an end this week, should go down 
in the Parliamentary annals of our coun¬ 
try as the dullest since Independence. 
There has hardly been a session of the 
Lok Sabha during the past 25 years in 
which the quorum bell had to be rung as 
many times as in this session. 

Thin attendance by itself could make 
debates dull. But the demoralisation that 
has seeped into all the opposition parties 
after the recent state assembly elections 
is responsible for this to no small extent. 
It appears that the opposition parties 
have lost their moorings. The rightist 
groups have, on some crucial issues, started 
outbidding the ruling party, while the 
leftists have failed to show their separate 
identity. This hardly is conducive to 
healthy Parliamentary practices in the 
country. 

The essence of democracy is the diver¬ 
gence of opinion on major issues. Should 
all the political parties start singing the 
same song, it obviously will become a 
herculean task for the electorate to diffe¬ 
rentiate one party from another. If the 
opposition parties do not wish to commit 
suicide, they will have to do some hard 
thinking on their programmes so that 
they may clearly establish their separate 
identities. There appears to be paramount 
need for a political organisation with a 
liberal outlook which may over the years 
develop as an alternative focal point for 
the electorate. 

ruling party's responsibility 

So far as lack of quorum is concerned, 
with the opposition ranks considerably 
depleted, there rests a big responsibility 
on the ruling party to ensure that the 
proceedings in the two Houses go on 
smoothly. The position taken by the 
Minister for Parliamentary Affairs that 
the opposition parties too have to co¬ 
operate with the treasury benches in main¬ 


taining quorum, no doubt, is technically 
unassailable. But surely it is not too much 
to expect from the ruling party that it 
should ensure quorum on its own when 
the opposition parties are in disarray and 
have yet to overcome the shock of their 
reverses at the polls. 

The highlights of the proceedings in 
the two Houses during the terminal 11 
days of the budget session have been 
(i) the Rajya Sabha deliberations of the 
Finance Bill, 1972, (ii) the adoption by 
both the Houses of the budgetary demands 
of the Ministry of Railways, and (iii) short 
discussions on the reported fall in the 
prices of some farm products, particu¬ 
larly raw jute, and the question of ceil¬ 
ing on agricultural holdings. The im¬ 
portant matters raised in the two Houses 
through calling attention motions in¬ 
cluded the erroneous depiction in the 
Soviet Encyclopaedia of our northern 
borders. Several bills were rushed through 
in the two Houses. 

leftist dissatisfaction 

The Rajya Sabha debate on the Finance 
Bill followed the expected course. The 
leftist members expressed their dissatisfac¬ 
tion over the government’s handling of the 
issue of concentration of economic power 
in the hands of a few. They alleged that 
the budget had only helped in strengthen¬ 
ing the hold of capitalists on the econo¬ 
my and called * for the takeover of the 
wholesale trade in foodgrains and the 
nationalisation of such industries as tex¬ 
tiles, drugs and sugar. The members with 
rightist leanings, on the other hand, 
wanted lowering of the tax burden. The 
performance of the public sector enter¬ 
prises was criticised by several members. 
Mr T.N. Singh (Cong-O) wanted a parlia¬ 
mentary committee to go into the working 
of all those state undertakings which were 
incurring losses. He was also not happy 


with the performance of the nationalised 
banks. 

Widespread concern continued to be 
expressed over the growing menace of un¬ 
accounted money as also over the mount¬ 
ing unemployment and persistent rise in 
prices. Pleas were made for re-orienting 
development programme for the benefit' 
of the weaker sections of society. The 
scheduled castes and tribes, it was stres¬ 
sed, ought to be given all assistance to im¬ 
prove their lot; effective steps should be 
taken to check their exploitation by 
money-lenders, unscrupulous traders and 
state government officials 

“black mooey” 

In his reply to the debate, the Minister 
of Finance, Mr Y.B. Chavan, indicated 
that concerted measures were being plan¬ 
ned for tackling the problem of "black 
money". He reiterated that the public 
sector would continue to grow. Mr 
Chavan did not agree with the criticism 
that the nationalised banks were doing 
badly. The government decisions on the 
recommendations of the Wanchoo Com¬ 
mittee, he said, would be taken in due 
course after consultations with opposi¬ 
tion leaders and leading economists. 

Earlier, while introducing the Finance 
Bill for consideration in the Upper House, 
the Finance Minister made three signi¬ 
ficant observations. He announced that 
while the contours of the fifth Plan had 
yet to be finalised, the major stress in this 
Plan would be on allocating much bigger 
funds than hitherto for those schemes 
which would directly benefit the under¬ 
privileged sections of society. The 
fifth Plan, Mr Chavan further stated, 
would also lay special emphasis on the j 
development of backward regions in the I 
country. The third announcement made f 
by the Finance Minister was that the go¬ 
vernment would soon come up with 
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proposals for the grant of tax incentives 
for the establishment of labour-intensive 
industries, particularly in the backward 
areas. 

The rise in prices, Mr Chavan felt, had 
not been very alarming if a period of four 
to five years was taken into consideration. 
The wholesale prices index between 1967 
and 1971, he said, had gone up by 11.7 per 
cent. On an average, the rise in prices, 
thus, came to about three per cent per 
annum — somewhat lower than the rise 
in most countries. 

scathing criticism 

During the debates in the two Houses 
on the budgetary demands of the Minis¬ 
try of Railways, members from both the 
treasury and the opposition benches sca¬ 
thingly criticised the stringent availabi¬ 
lity of wagons in some parts of the country, 
heavy administrative expenditure, corrup¬ 
tion at all levels, overcrowding on most 
sections, increasing thefts and pilferages 
• of consignments as well as railway pro- 
■ petty and considerable leakage of revenue 
because of tickctless travel. Pleas were 
also made for maintaining the conti¬ 
nuity of service of all the railway em¬ 
ployees who at one stage or the other in 
their careers had participated in strikes? 
Several members desired that a parlia¬ 
mentary committee should be set up to 
; go into the affairs of the Railway Board. 
Some even went to the extent of demand¬ 
ing the abolition of this Board, 

Replying to the Lok Sabha debate, the 
Minister for Railways, Mr K. Hanuman¬ 
thaiya, announced that the government 
had decided to condone the break in 
service of railway employees who had 
taken part in strikes. He added that he 
was prepared to even withdraw the sus¬ 
pension orders served on the employees 
except those who had committed heinous 
crimes or who were facing proceedings in 
courts. He, however, stressed that the 
railway workers and their unions, in turn, 
should co-operate with the government in 
checking thefts and pilferages on the 
railways. Hailing the recent agreement 
among the three national trade union 
centres — the Indian National Trade 
Union Congress, the All-India Trade 
Union Congress and the Hind Mazdoor 
, Sabha—on the setting up of national coun- 


etyciiipi the hopetlitthis wonftt’wve'' 
sakta|^«ffect on tftyjp unionism in the 

TheRailway Minister expressed satis¬ 
faction over the fact that the estimated 
deficit in railway fitunoes for 1971-72 had 
been wiped out through economies in 
expenditure and better realisation of earn¬ 
ings, with the result that the concessions 
given by the Railway Convention Commi¬ 
ttee would lead to a surplus of Rs 19.94 
crores for that year. He hoped that the 
financial position of the railways would 
improve further in 1972-73 and a much 
larger surplus would be thrown up than 
what has been estimated in the budget 
for this year. Mr Hanumanthaiya, how¬ 
ever, declared that he would continue to 
make relentless efforts for cutting down 
excessive administrative expenditure and 
checking of thefts and pilferages on the 
railways as well as ticketless travel. He 
disclosed that with a view to economising 
on expenditure, three posts of additional 
members of the Railway Board were not 
being filled and one post of technical 
attache in Washington and one post of 
deputy railway officer at Berne were being 
scrapped. 

exposing the racket 

In his reply to the debate in the Upper 
House, Mr Hanumanthaiya stated that he 
wanted to appoint a committee of mem¬ 
bers of Parliament to go into the racket 
of sale of unauthorised railway tickets. 
He disclosed that he was thinking of- 
utilising the 1971-72 surplus in railway 
finances for the production of more 
wagons. He wanted more and more wa¬ 
gons to be produced in the public sector. 

The Railway Minister listed three rea¬ 
sons for the current shortage of wagons 
in some parts of the country: (i) the pres¬ 
sure of food supplies to Bangladesh; (ii) 
squatting of demonstrators on track lead¬ 
ing to bottlenecks in the movement of 
wagons; and (iii) reluctance on the part 
of merchants to unload wagons quickly. 
Referring to over-crowding on railways, 
he pointed out that shortage of funds was 
responsible for not augmenting the passen¬ 
ger-carrying capacity to the desired extent. 

The Lok Sabha discussion on land ceil* 


imrii hrtjiitot nut pnitWaMit ug a «i xtm 

"to* 

*ha ttfenU^oof■.#»■ ■ This 

of;j&e forth¬ 
coming lesfion i# the All-India Congress 
Committee whfchatoowijl be delfcerating 
upon the problem bocaiue of 'the sharp 
differences that have cropped bp over 
the question of equating the fatffis which 
are irrigated through private means with 
those for which perennial irrigational 
facilities are assured from government 
sources. 

ministers’ assurance 

In his reply to this debate, the Minister 
for Agriculture, Mr Fakhruddin Alt 
Ahmed, only reaffirmed the determination 
of the government to evolve a national 
consensus on the issue. Both he and his 
colleague, Mr A.P. Shinde, took pains to 
assure the House that they had not 
misled anybody about the recommen¬ 
dations of the Central Land Reforms 
Committee, which, they stressed, had not 
grouped together the above two categories 
of land for the purpose of fixing ceilings 
on the holding of agricultural lands. 

During the debate on the fall in the 
prices of some farm products, particu¬ 
larly raw jute, members stressed the need 
for safeguarding the interests of agricul¬ 
turists. They called for the fixation of 
reasonable support prices for all agricul¬ 
tural commodities. The Minister for 
Foreign Trade, Mr L.N. Mishra, announ¬ 
ced that the government had decided to 
take over, in a phased manner, the trade 
in raw jute. Statutory minimum prices 
would be fixed for all the secondaiy and 
primary markets iu respect of all the varie¬ 
ties of the fibre. He disclosed that as a 
first step, the Jute Corporation of India 
had been directed to make massive pur¬ 
chases of raw jute, totalling about six 
lakhs bales, to ensure that the prices did 
not decline. Another step which the 
government envisaged for ensuring ade¬ 
quate return to jute growers, Mr Mishra 
said-, was to set up five new jute mills in 
Andhra Pradesh, Assam, Bihar, Orissa 
and Tripura. The purchases by the Jute 
Corporation, Mr Mishra stated, would 
be made through departmental purchase 
centres, co-operative societies where viable 
societies were functioning, and also 
through private agencies where ho other 
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channel was Ivailable. Adequate stooge 
arrangement* he added, would also be 
made for storing jute. About other com¬ 
modities, the members were assured by 
the Minister for Agriculture that the inte¬ 
rests of the agriculturists would be fully 
protected. 

The persistent erroneous depiction of 
our northern borders in the Soviet En¬ 
cyclopaedia was strongly resented by 
members during the discussion on the 
subject. The Minister for External Affairs, 
Mr Swaran Singh, took great pains to 
explain that the Soviet Union had assured 
the Government of India that the wrong 
depiction of our frontiers in the Soviet 
maps "did in any way affect or reflect 
the Soviet Government's understanding 
of and respect for India’s frontiers". But 
this could hardly satisfy agitated members. 
Ultimately, the Minister for External 
Affairs had to concede that the word 
“border" in the recently signed Indo- 
Soviet friendship treaty meant the “line 
of actual control " the violation of which 
by any country would invoke the provi¬ 
sions of the friendship treaty. 

The two Houses have adopted two new 
constitutional amendments. One, the Con¬ 
stitution (28th Amendment) Bill, sought 
to empower the government to change 
the service conditions of the officials 
belonging to the Indian Civil Service. 
Hitherto, by virtue of an article (314) 
in the Constitution, the service condi¬ 
tions of these officials could not be altered. 
The Minister of State for Home Affairs, 
Mr Ram Niwas Mirdha, promised to 
introduce “follow-up legislation" in this 
regard soon. The second amending bill, 
the Constitution (29th Amendment) Bill, 
sought to confer the protection of the 
Ninth Schedule to the Constitution on 
the Kerala land legislation. 

drafting doctors, engfnecers 

The two Houses have also passed (i) 
the National Service Bill, (ii) the General 
Insurance (Emergency Provision) Amend¬ 
ment Bill, (iii) the Delhi Co-operative 
Societies Bill, and (iv) . the Salaries and 
Allowances of Members of Parliament 
(Amendment) Bill. The National Service 
Bill aimed at empowering the govern¬ 
ment to draft doctors and engineers 
below 30 years in age for service for four 
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years in the armed forces or in the country¬ 
side where they normally fed reluctant to 
work. The General Insurance (Emergency 
Provision) Amendment Bill sought to 
make it clear that “the custodians alone 
have all the powers of management and 
that any resolution in relation to general 
insurance business passed after the take¬ 
over by any person.who might have had 
authority in that behalf before the take¬ 
over, shall have no effect unless approved 
by the Central Government". The Delhi 
Co-operative Societies Bill aimed at 
consolidating and amending the law re¬ 
lating to co-operative societies in the 
Union Territory of Delhi. The Salaries 
and Allowances of Members of Parlia¬ 
ment (Amendment) Bill says that every 
MP representing the Union Territories of 
Andaman, Nicobar, Laccadive and Mini- 
coy and Amindivi islands will be provided 
with one free non-transferable pass to en¬ 
able him to travel by the highest class by 
steamer at any time between any part of 
his constituency and the nearest port on 
the mainland. 

important bills 

Among the other important bills adopt¬ 
ed by the Lower House in the last 11 
days were (i) the Architects Bill which 
aimed at making it unlawful for any 
person to designate himself as an architect 
unless he has the requisite qualifications 
and expert experience and is registered 
with the Council of Architects, (ii) [the 
University Grants Commission (Amend¬ 
ment) Bill which sought to strengthen the 
UGC, (iii) the Delhi Land (Restriction on 
Transfer) Bill which aimed at putting cer¬ 
tain restrictions on the transfer by un¬ 
scrupulous persons of lands in the Union 
Territory of Delhi which might have been 
acquired or might be under acquisition by 
the Central Government, (iv) the Aligarh 
Muslim University Bill which sought 
to reform the administrative set up of 
this university; (v) the Hire-Purchase Bill 
which had the objective of regulating this 
business; and (vi) the Criminal Law 
(Amendment) Bill which aimed at curbing 
the “objectionable activities" of asso¬ 
ciations which promote enmity or act in 
a manner prejudicial to the maintenance 
of harmony between different groups 
on grounds of race, religion, language, 
etc. The Rajya Sabha passed the 
Industrial Disputes (Amendment) Bill 

IMS 


which sought to clarify that it would not 1 
be incumbent on industrial undertakings 
employing upto SO workmen on an average 
working day in the preceding 12 months 
to give a 60-day notice of closure. 

The long-awaited General Insurance. 
Business (Nationalisation) Bill was intro¬ 
duced in the Lok Sabha. This bill seeks 
to establish a government company, to be‘ 
called the General Insurance Corporation' 
of India (GIC), which will supervise, cont-, 
rol and carry on the business of general 
insurance. On the formation of this cor¬ 
poration, the shares of the Indian insur*' 
ance companies, vested in the central 
government, would stand automatically 
transferred to the corporation, and all 
the Indian insurance companies would 
become the subsidiaries of the corporation. 

merger of companies 

The bill also seeks to inject an ele¬ 
ment of competition in the general in¬ 
surance business by merging all, 
the Indian insurance companies so that, 
ultimately, there will be only four Indian 
companies. These will be so situated 
as to promote competition and effec¬ 
tive service in the field of general 
insurance. 

Fifty-five Indian companies and 52 
foreign companies doing general insurance 
business are sought to be nationalised. 
The Bill contains schedules according to 
which “amounts" will be paid for the 
transfer of the shares of the general in¬ 
surance companies. An amount of Rs 
33,03,31,399 is proposed to be paid to 
the 107 general insurance companies that 
are being nationalised — Rs 22,56,39,399 
to the 55 Indian companies and Rs 
10,46,92,000 to the 52 foreign companies. 
The bill uses the word "amount" instead 
of “compensation” in view of the 
Supreme Court’s judgment in the bank 
nationalisation case and the subsequent 
amendment of the Constitution. The 
Supreme Court had held that compensa¬ 
tion means just equivalent of markel 
value. 

This bill was referred to a select com¬ 
mittee of the two Houses after a briel 
debate. Two other bills which sought tc 
amend the Untouchability (Offences) Ac 
and the Representation of the People 
Act were also referred to select committee: 
by the Lok Sabha. 
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"'Chinoiserie” 


Jossleyn Merniwsy 


I 

“Sino-British Chinoiserie” 

|! 

f^CHiNorscRiE” is a compact French word 
Mor which the English equivalent is some¬ 
thing like “China's conduct and ideas in 
ficverything to do with China — politics, 
; $art, foreign relations etc. etc.”. In this 
particle I seek to try to understand China's 
^current “chinoiserie” in foreign policy. 

Sir Alec Douglas-Home, British Secre¬ 
tary of State for Foreign and Common- 
wealth Affairs, recently announced to 
gthe House ‘of Commons that Britain and 
China had agreed to exchange ambassa- 
i| dors. This has ended the situation which 
f existed for twentytwo years during which 
" both countries were represented in each 
\ other’s capitals by charges d'affaires. 
■ {The communique stated: 

• "rf 

"The government of the United King- 


the provincial authorities rather than to 
the Taiwan government. Elaborating fur¬ 
ther the view which the British govern- 
' ment takes on Taiwan's relationship with 
the mainland of China, Sir Alec Douglas- 
Home told the House of Commons: 

"The Government of the United King¬ 
dom acknowledge the position of the 
Chinese Government that Taiwan is a 
province of the People’s Republic of 
China. Both the Government of the 
People’s Republic of China and Taipeh 
maintain that Taiwan is a part of China. 
We held the view both at Cairo and at 
Potsdam that Taiwan should be restored 
to China. That view has not changed. 
We think that the Taiwan question is 
China’s internal affair to be setiled by the 
Chinese people themselves.” 

Talking to the Foreign Press Associa¬ 
tion, the Prime Minister, Mr Edward 
Heath, described the exchange of ambas¬ 



: dom, acknowledging the position of the 
' Chiensc government that Taiwan is a 
' province of the People’s Republic of 
China, have decided to remove their 
r official reorientation in Taiwan on 13 
March 1972. The government of the 
United Kingdom recognise the Govern¬ 
ment of the People’s Republic of China as 
( the sole legal Government of China”. 

The UK was the first western country 
■ to recognise the Chinese People’s Republic 
as far back as January, 1950. At the same 
time the UK withdrew recognition from 
the Nationalist Government, which by 
then, had crossed over to Taiwan. The 
consular representation maintained on 
Taiwan — the UK was the only country 
>to have representation both on Taiwan 
<\ andjn China itself — was accredited to 


sadors as "the political pre-requisite to 
the development of our relationship with 
China in all fields. We regard this as 
an essential objective. The reason is 
simple. We expect to see increasing 
Chinese activity, not only on the main¬ 
land of Asia, but in international ques¬ 
tions, such as disarmament, and in the 
United Nations. We believe that Chinese 
participation in such questions is essential 
if we are to approach them on a realistic 
basis. And I am glad that, in the last six 
months, an increasing number of nations 
have come to share this view. All this 
means that the Asian dimension to world 
affairs has become more active and signi¬ 
ficant.” 

It is worth noting that of the countries 
in the present Common Market, France, 


» LONDON: 

K 

Italy and. Belgium have full diplomatic 
relations with Peking, the Netherlands 
has a charge d'affaires, and West Germany 
is not represented. However, the lack of 
formal relations between China and West 
Germany has proved no hindrance to 
commercial relations between the two 
countries; indeed West Germany does 
more trade with China than with any 
other European country. 


II 

Sino-American “Chinoiserie” 

“I go to Peking without illusions”, 
President Nixon said in his recent report 
to Congress on US Foreign Policy, add¬ 
ing "We remain separated by profound 
differences in principle and the suspicion 
of decades”. 

One of the points of interest in this 
year’s report on foreign policy is the re¬ 
velation that within two weeks of coming 
into office in January, 1969, the President 
set in train the process of policy review 
which culminated in the Peking visit and 
the signature of the Nixon/Chou commu¬ 
nique. Yet, to quote again from the 
President's Foreign Policy Report, "the 
trip to Peking is not an end in itself but 
the launching of a process... We are talk¬ 
ing at last. We are meeting as equals”. 

Essentially, this was a summit meeting, 
which was its own justification. It did 
not have to result in any substantial 
agreement to be worthwhile and, from 
the point of view of both parties’ relations 
with other countries, it is perhaps as well 
that it has not. 

divergent viewpoints 

In large part, the communique consists 
of statements by each government of their 
divergent viewpoints on policy issues, but 
it recalls that both countries agreed that 
“it would be against the interests of the 
peoples of the world for any major country 
to collude with another against other 
countries, or for major countries to divide 
up the world into,spheres of interest”. 

As stated in the communique, the Ame¬ 
rican President and the Chinese Prime 
Minister agreed that their two govern¬ 
ments should stay in contact through 
various channels, including the sending 
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of a seaio^ US tqprewitative to Peking 
frontons “concrete" consulta¬ 

tion. it m> since been announced that 
the mein ptM of contact win be through 
the ambassadors of the two countries 
in Paris. Furthermore, Peking and 
Washington agreed that steps should be 
t fliffn to fheiUtate contacts in such fields 
as science, technology, culture, sports and 
journalism, 'as weH as in trade relations. 
The American government has followed 
a policy of unilaterally removing restric¬ 
tions on trade , with China since 1969. 
This was taken a step further shortly be¬ 
fore President Nixon’s visit when it was 
announced that henceforth US trade rela¬ 
tions with China would be on the same 
footing as American trade with the Soviet 
Union. 

The part of the communique which 
attracted most attention concerned Tai¬ 
wan, which the Chinese described as “the 
crucial question" obstructing the normali¬ 
sation of relations. 

Taiwan—the crucial “Chinofserie” 

The communique states the main tenets 
of the Chinese government’s position, 
namely, that Taiwan is a province of 
China; the “liberation" of Taiwan is 
China’s internal affair in which no other 
country has the right to interfere; and all 
US forces and military installations should 
be withdrawn from Taiwan. The Chinese 
government firmly opposes any activities 
which aim at the creation of ‘One China, 
One Taiwan’, ‘One China, Two go¬ 
vernments’, Two Chinas’ and ‘Indepen¬ 
dent Taiwan’ or advocate that ‘the status 
of Taiwan remains to be determined.” 

After a general statement of principles 
which should govern relations between 
the United States and China — including 
that international disputes should be 
settled without the use of force — the 
communique states the US position on 
Taiwan as follows; 

“The United States acknowledges that 
all Chinese on either side of the Taiwan 
Strait maintain there is but one China and 
that Taiwan is a part of China. The United 
States government does not challenge 
that position. It reaffirms its interest 
in a peaceful settlement of the Taiwan 
question by the Chinese themselves. With 
this prospect in mind, it affirms the ulti¬ 
mate objective of the withdrawal of all 
US forces and military installations from 
Taiwan. In the meantime, it will pro¬ 
gressively reduce its forces and military 
installations on Taiwan as the tension in 
the area diminishes". 

On his return to Washington, President 


Nixon gave the assurance that this state¬ 
ment of intention, which is in any case 
vague, did not mean that the United States 
had abandoned its defence commitment 
to Taiwan. He had not gone back on the 
undertaking given before the Peking 
visit, hot to negotiate on behalf of third 
parties whilst in China. In fact, credibi¬ 
lity is given to the US commitment to de¬ 
fend Taiwan not so much by the contin¬ 
gent of US troops on the island as by the 
presence of the Seventh Fleet in the area. 
Of the 9,000 US troops on Taiwan at the 
moment, most arc support troops for 
Vietnam and these will be reduced and 
then eliminated altogether-as the disen¬ 
gagement of US forces from Vietnam 
continues. 


Ill 


Peking’s Foreign “Chinoiserie” 

China's admission to the United Na¬ 
tions and the American President’s visit 
are the two main highlights of the trend 
which has brought China out of the self- 
imposed isolation and introversion of the 
Cultural Revolution. 

In its more extrovert mood, Peking has 
launched a widening circle of diplomatic 
initiatives in pursuit of objectives, which, 
on the face of them, differ little from those 
which it was pursuing before the Cultural 
Revolution. As good a guide as any to 
what China is trying to do in foreign 
affairs today is contained in the speech 
which Mr Chiao Kuan-hua, a Deputy 
Foreign Minister, made in the United 
Nations General Assembly on November 
15. It was the first speech made by a re¬ 
presentative of Communist China in that' 
body, and the other delegates could have 
been left in little doubt that, in Pekings’ 
eyes, the primary justification for being 
in the United Nations was to establish 
itself as the champion of the developing 
countries. Here are extracts from Mr 
Chiao’s speech; 

“Countries *want independence, nations 
want liberation and the people want revo¬ 
lution ; this has become an irresistible 
trend of history... The Chinese people... 
have consistently opposed the imperialist 
policies of aggression and war and suppor¬ 
ted all the oppressed peoples and nations 
in their just struggles to win freedom and 
liberation...” 

The rolling rhetorical cliche prompts me 
to ask how Comrade Chiao knows that 
all the “people" in the world want revo¬ 
lution. Has there be a world public 
opinion poll on the subject, which I some¬ 


how missed in my weekly scanning of a 
score of newspapers and periodicals fron 
a dozen different countries in four conti 
nents? I am ready to agree that there arc 
millions of poverty-stricken and suffering 
prople spread across the world, and that 
there are plenty of despotically and ty¬ 
rannically governed states dotted about 
which, if coloured red on the map, wouk 
cover the whole of Europe east of the 
(now somewhat rusty) Iron Curtain, a 
vast area of Asia, most of Africa (includ¬ 
ing virtually all the newly independent 
cx-colonial states) and likewise South' 
America (where periodical revolutions arc 
a routine instrument of government). But 
having conceded the point, I must add*** 
that I have never yet heard of a violent 
revolution which did not create as much, 
or more, new suffering than existed undci 
the displaced regime. I suppose the two 
best known revolutions in history arc 
those of France in 1789 and in Russia in 
1917. Agreed that the two regimes which 
were overthrown were corrupt, incompe¬ 
tent and arbitrary, it nevertheless remains 
true that the successor regimes, installed 
amidst rivers of blood, inflicted new miser¬ 
ies on a scale with which the old regimes 
were unable to compete because their ty¬ 
ranny sprang from accretions' of ineffi¬ 
ciency rather than conscious malevolence. 

classic error 

The French revolution was followed by 
twentysix years of continental war in which 
millions suffered under Napoleon's attempt,, 
to establish a French dictatorship through-** 
out Europe. The Bolshevik revolution ■ 
was followed by the dictatorships of Leninf^ 
and Stalin, in which literally millions died. 
The classic error of foreign policy that 
Stalin committed after World War II 
(which could have been avoided if he and 
his advisers had maintained personal 
intercourse with the west, instead of iso¬ 
lating themselves behind the Iron Curtain) 
originated in Stalin's fixed idea that the 
west was bursting with “imperialist ag¬ 
gressiveness”—this in the face of the US 
demobilisation from 12,000,000 men 
in 1945 to 1,500,000 in 1947. Stalin’s 
schizophrenic fear of western motives 
led him to deprive 24,000,000 Europeans 
of their freedom by annexing Estonia, ‘ ■ 
Latvia, Lithuania, East Poland, Bessa¬ 
rabia, Northern Bukovina, Ruthcnia, 
parts of Finland and East Prussia, and to 
establish control over another 37,000,000 
by the Red Army’s occupation of Europe 
as far west as a line from Lubeck (just 
south of Denmark) in Germany to Trieste 
on the Adriatic. 

t conclude that revolutions do not origi¬ 
nate in “the people”, but in the lust lor 
power of aggressive schizophrenes. The 
model of what a revolution should be 
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pras uuu 01 iow m tngiana wnen me 
tupid and arbitrary James II was re¬ 
placed by the statesman like William of 
Ppcange without a shot fired and without 
ny subsequent witch-hunting of James' 
idviscrs and supporters. 

lina stands up for “the people" 

|| Having unburdened myself of this aside, 

return to the speech of the good Corn- 
hide Chiao Kaun-hua. He went on: 

“China is still an economically back¬ 
ward country as well as a developing 
^ountry. Like the overwhelming majority 
,‘pf the Asian, African and Latin American 
Countries, China belongs to the Third 
EWorld. The Chinese government and 
$)eople resolutely support the struggles 
initiated by Latin American countries 
jignd peoples to defend their rights over the 
jfeOO-nuutical-mile territorial sea and to 
jprotcct the resources of their respective 
Countries. The Chinese government 
land people resolutely support the strug¬ 
gles unfolded by the petroleum-exporting 
Countries in Asia, Africa and Latin Ame¬ 
rica, as well as various regional and 
specialised organisations, to protect their 
national rights and interests and oppose 
economic plunder". Comrade Chiao 
proclaimed China’s “resolute support" 
for other more familiar causes such as the 
^liberation movements*’ in southern 
Africa, the "Palestinians and other Arabs" 
and the people of Indo-China, who should 
lie allowed “to solve their own problems 
independently of and free from foreign 
interference: this is the key to the relaxa¬ 
tion of tension in the far Cast". 

"A^ Chula's economy is still compara¬ 
tively backward," he continued, "the 
material aid we provide is very limited and 
what we provide is mainly political and 
; moral support. With a population of 
700 million, China ought to make a greater 
contribution to human progress and we 
hope that this situation of our ability 
fulling short of this wish of ours will be 
\ gradually changed." 

In fact, China is now offering more 
economic assistance to developing count¬ 
ries than any other Communist power. 
(In 1970 its credit offers had approached 
/*700 million, or *400 million more than 


those or the Soviet Union). China's 
“moral support 1 ’ is given as readily to 
insurrectionary movements as to legiti¬ 
mate and recognised governments, and 
often — a curious piece of “Chinoiserie” 
— against those governments with which 
Peking has itself been cultivating better 
relations! I see no reason to expect 
that as part of its new outlook on the 
world, China will become any less 
determined a supporter of subversion 
and I therefore have every reason to pre¬ 
dict that tension will continue to prevail 
in the Far East and other areas where the 
Communist powers are seeking to spread 
their influence. 

the non-super-super-power 

"The super powers”, said Comrade 
Chiao, warming to his topic, “want to 
be superior to others and to lord it over 
others. At no time, either today or ever 
in the future, will China be a super power 
subjecting others to its aggression, sub¬ 
version, control, interference or bullying”. 
For the benefit above all of the developing 
countries, who have to be shown that 
China is their natural ally against the 
US and the Soviet Union, the Chinese 
leaders present a picture showing the 
world divided into three types of state 
(1) super powers, (2) the medium and small 
states, who are believed to be increasing¬ 
ly restive under the super powers' high¬ 
handed behaviour, and, of course, (3) 
China. This non-super- super-power 
is determined to acquire at least 
one attribute of super-powerdom -- a 
large arsenal of nuclear weapons which 
(as Comrade Chiao hastens to assure us) 
arc, of course, “solely for the purpose of 
defence and for breaking the nuclear 
monopoly". 

India can only si/c up China's claim to 
be free from the selfish motives of ordi¬ 
nary run-of-the-mill super powers in the 
light of the support that China gave 
Pakistan on the issue of Bangladesh, even 
though its stand on this question has pro¬ 
bably had some appeal in the many de¬ 
veloping countries who have secessionist 
movcmt'nts to cope with. In the Indian 
sub-continent China’s policy correspon¬ 
ded more to the tenets of old fashioned 
balance of power politics than to the ideals 


of world revolution. 

An undoctrinaire trend is also evident 
in China's attitude towards European 
countries, the Soviet Union apart. China 
has restored ambassadorial relations with 
the arch-revisionist Yugoslavia, develop¬ 
ed trade relations with Greece and wel¬ 
comed the enlargement of the European 
Economic Community. But arguably the 
biggest piece of pragmatism of all was the 
invitation to President Nixon. This cer¬ 
tainly needed some explaining. This was 
done by recalling Chairman Mao’s ana¬ 
lysis of exploiting divisions in the enemy 
camp and using “to good account all 
such lights, rifts and contradictions in the 
enemy camp and turning them against our 
present main enemy”. This piece of 
“Chinoiscrie” seems to me to be in line 
with the classic "Divide and Rule !” of 
which the “imperialist”*powers were once 
said to be the arch exponents. Is there 
anything new under the (Far Eastern) 
sun? 
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VIENNA: 


The world of 

multinationals 


While Europb begins Us summer holidays 
before entering on the final stage of its 
Common Market enlargement in the late 
autumn it may be useful to use the pause 
to examine a few major international 
economic changes which make even the 
Market expansion look relatively trivial. 

The first of these developments, and 
easily the most significant, is the growth 
and change in manner of operation of the 
multinational companies. 

If present trends in multinational com¬ 
pany growth continue—and there is no¬ 
thing in view that would prevent it — in 
about ten.years’ time three-quarters of 
west European and north American capi¬ 
tal assets will be controlled by about 300 
huge companies. This fact makes na¬ 
tional banks, even governments and the 
expansion of an international economic 
and political group in varying degrees far 
less important than they would otherwise 
be. 

association of convalescents 

The Common Market, the International 
Monetary Fund, GATT and similar 
groups are the product of the recovery 
period that began in west Europe some 
five to seven years after the end of the last 
war in which most of the continent fought 
itself almost to its last shreds -of being. 
They were, for this reason, at least at first 
associations of convalescents, anxious to 
restore the lovel of living they had dest¬ 
royed; only in the last decade has the 
Market become a combative competitor 
of the United States in world markets. 
The United States, meanwhile, has spent 
much of its substance on wars in eastern 
Asia after contributing generously to the 
later stages of the anti-Axis war effort and 
then to economic recovery in west Europe 
as well as on space research which is, 
financially, a very long-term investment. 

Officially, for these reasons, the United 
States is less financially well-off than it 
might have been had its administrations 
been less generous, less intent on “con¬ 
taining” the communist powers, and less 
competitive in space research. Similarly, 
owing to war and other debts, to inflation 
and resultant currency difficulties, west 
Europe’s states, though prosperous and 


in many ways progressive, are less able 
to resist strong economic influences of 
the international type than they might 
have been had a disastrous war and a 
post-war complete change in world poli¬ 
tical make-up not convulsed them. 

It is possible that these weaknesses of 
governments may have passively aided 
the process of the growth of the giant 
multinational industrial and commercial 
coiporations. The same post-war period 
which has been a time of slow and fluc¬ 
tuating recovery by governments and 
by national economies has been the time 
when the basis of the west’s economic 
strength has totally changed its charac¬ 
ter. 

sea-change occurred 

The economic era of coal, steel, heavy 
engineering and consumer market com¬ 
modities has given way to that of indust¬ 
rial chemicals, petroleum, electronics and 
plastics, that of woollen and cotton textiles 
to that of synthetic fibres. At the same 
time not only has the company-owned 
firms disappeared into multinational in¬ 
dustrial complexes but direct exports 
account now for about one-tenth of sales 
income, the greater part of it is generated 
by manufactures and other products of 
the directly-owned overseas subsidiaries 
of the multinational corporations. 

This is a fact of the greatest significance 
and one not sufficiently often remarked. 
It is a fact that makes such government 
devices as surtaxes on imports and even 
tariff barriers relatively unimportant. Fm- 

ort surtaxes arouse strong protests — 

ut who now scarcely remembers the 
British surtax bf the last decade and even 
Mr Nixon’s 10 per cent surtax on imports 
is disappearing from memory. The reason 
for their very temporary significance is 
the fact that direct imports are becoming 
progressively less important. Over 75 
per cent of foreign trade in manufactured 
goods in west Europe and the USA is 
carried out by corporations which have 
manufacturing and trading bases directly 
in the countries with whom they trade and 
to which they might in former years have 
shipped exports. 

In the cases of several multinational 
corporations, for this reason, sales from 


their foreign subsidiaries are three times 
or more as considerable as their direct 
exports. When their overseas investment' 
in both book-value terms and in real terms 
is taken into consideration the sales gene¬ 
rated by the multinationals’ overseas ^ 
operations are probably almost ten times 
the value of the direct exports. 

Many angry voices have been raised in 
recent years in west Europe over the 
American industrial and financial "in¬ 
vasion” — and its significance and in¬ 
fluence in Europe is tremendous — but, 
though the Americans are ahead on 
volume, direct and portfolio investment 
is a two-way traffic. British firms al¬ 
ready produce and sell in the USA at 
least four times as much as they export 
there; generally speaking there is'probably 
about as much direct and portfolio Euro¬ 
pean investment in the USA as there is 
US investment in west Europe. 

a cosy refuge 

The ramifications of the “tax havens” .. 
used very extensively by the multinational If 
corporations almost nullify the controll- 
ing effects of such devices as national I. 
taxes and tariffs, west Europe itself pro- , 
vides these havens in Luxemburg and 
Liechstenstein — there are a dozen in ; i 
other parts of the world — and in these *| 
cosy refuges the post-war phenomenon M 
of the corporate money manager—a mid- 4 
20th century rationalisation of the Middle . J 
Ages Lombards and Hanseatic Fuggers 1 
and of the 19th-century London and f 
Frankfurt financiers — hedge to protect I 
threatened currencies by buying futures | 
in stronger currencies and play ducks | 
and drakes in the European money mar- | 
ket. The Zurich bankers have more cunn- % 
ing competitors today nearby in central 
Europe, many of them operating on inst- ’ 
ructions from their home base in New ~ 
York. 

At the same time the tremendous total 
operations of the many new multinational 
banks are a clear indication of the waning 
influence of the national banks. The 
threat of an inflow of foreign money 
makes many smaller governments 
impose quite ridiculous restrictions 6n 
financial movements; fear of heavy out¬ 
flow of foreign investment has moved the 
US government, with reluctant Congress 
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consent, to establish Domestic Interna¬ 
tional Sales Corporations (conveniently 
DISCs) within a multinational company 
in the USA whose income would remain 
free of federal income tax until the re¬ 
venues were turned over to the parent 
company, however far distant in the 
future that act might be. 

Better deal 


j 

» 

* 

•1 


* “Beginning immediately,” said Prof- 
j Karl Schiller, “my government will grant 
j capital aid to these twenty-five ‘least deve- 
| loped countries* on the terms of the Inter- 
! national Development Association (IDA) 
; that is, 0.75 per cent interest and a dura- 
^ tion of fifty years, including ten years free 
Ijof amortization. My government is also 
jjprepared to increase the volume of its capi¬ 
tal aid for these countries/’ 

I Professor Schiller went on to elaborate 
ion the government’s ideas on the subject: 
/‘Above all, we shall improve conditions tor 
productive public and private investments 
*by means of increased technical aid. We 
-extend our hand of co-operation to these 
jeoun tries. Chiefly in the following areas: 
'(education and training, health, water 
supply, improvement of the transport net¬ 
work, and finally the further development 
‘of agriculture and the development of the 
processing industry. We must apply the 
instruments ol development aid more 
•flexibly. We cannot insist on partnership 
^performance when such performance 
isimply cannot be expected of these eoun- 
,tries in the foreseeable future. 

“In the case of raw materials agreements 
for products of special interest to the 
twenty-five countries, we are prepared to 
{grant these countries special arrangements, 
^such as higher procurement quotas. Be¬ 
cause ot these countries?* limited financial 
capability, we shall also examine the ques¬ 
tion of how to provide relief for them in 
the financing of butter stocks by the 
industrialized countries.” 

Turning to the subject of “our general 
financial development aid,” Professor 
Schiller made the following observations: 
“Pursuant to the government policy state¬ 
ment by Chancellor Willy Brandt on 
October 28, 1969, our financial planning 
provides for higher increments for co-opc- 


Tfatf immense financial power of the 
multinationals “in ail major industrial” 
and commercial States and their foreign 
manufacturing and sales activities has so 
extensively made rings round national 
controls that whether west Europe orga¬ 
nises itself into a group of six or ten can 
make Yery little difference to these massive- 


The announcement of substantial 
improvements in credit terms and a 
strong plea for tariff preferences to 
stimulate exports from the developing 
countries were the highlights of a 
speech by the German Economic Minis¬ 
ter, Prof Dr Karl Schiller, at the third 
UN Conference on Trade and Develop¬ 
ment at Santiago, on April 14. The text 
of his address is reproduced here. 


ration with the developing countries than 
for the total budget. Despite temporary 
budgetary restrictions, in the case of the 
relevant fiscal appropriations, wc have 
maintained an average annual increment of 
11 per cent. We shall continue our end¬ 
eavours to achieve the public assistance 
goal ot 0.7 per cent as soon as possible. 

“However, all the efforts,of my govern¬ 
ment cannot ensure that the one-per cent 
goal set by UNCTAD II will be achieved 
each and every year. In a free enterprise 
system, economic trends arc a factor here, 
after all. At any rate, in absolute terms 
the Federal Republic of Germany's public 
aid had distinctly increased, and this in¬ 
cludes the most recent years, as well. It 
reached a total of 3,000 million marks in 
1971. 

“Special importance is attached by the 
Federal Repubfic of Germany to the acti¬ 
vity of the multilateral financing institutes. 
We gave our approval to a doubling of the 
IDA contributions. This is the third in¬ 
crease of IDA funds. We contributed the 
initial instalment applying to this increase 
before the agreement went into force. 

“Our response to the developing count¬ 
ries’ desire for better capital aid conditions 
is positive. We have continually im¬ 
proved the terms in line with the recom¬ 
mendations of the development assistance 
committee of the OECD. In addition, I 


scale concerns. On the contrary, it is 
their existence, growth and ever adaptable 
techniques that make and will continue 
to make a very considerable difference to 
the influence of and to the type of policy 
operated by the Common Market itself 
and by every one of its members. 


can state the following for my govern¬ 
ment : In the future, the standard terms for 
capital aid credit granted by us will be 
two per cent interest and a duration of 
30 years, including 10 years free of amorti¬ 
zation. In the year of UNCTAD II, these 
terms were still three per cent interest and 
a duration of 24 years, including 7.3 years 
free of amortization. We shall also further 
increase the proportion of the grants to 
the total of our public development aid. 

”For some time there has been a 
spirited discussion of the foreign indebted¬ 
ness of the developing countries. In-depth 
studies by international institutions have 
now made possible an objective assessment 
of this highly stratified complex. One im¬ 
portant perception that has come from 
these studies is that what we have to do 
with here is not a single, generalized 
problem of indebtedness on the part of the 
developing countries. This problem exists 
in many different forms. Consequently the 
problem of indebtedness must be resolved 
case by case in terms of each given situa¬ 
tion. It will always be essential here to 
make optimum utilization of all the possi¬ 
bilities of co-operation between the credit¬ 
granting states, the international intitu- 
tions and the country in debt. 

“We support the developing countries’ 
call for an international dismantling of 
procurement conditions. The Federal Re¬ 
public of Germany has long advocated this, 
in line with its liberal trade policy. And 
we have set a good example here. I hope 
that this conference will give new impetus 
to the concluding of a multilateral agree- * 
ment embracing all donor-countries. Right 
now, 75 per cent of the capital aid credit 
given by my country is without procure 
ment ties. This proportion puts us consider¬ 
ably above the average of the members 
of the OECD development assistance 
committee.” 


Karl Schiller 


for 

developing countries 
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For ln#a that is Bharat, 

Ceylon thatas Srl Lanka cannot hove the 
excitement novelty. It is easy toappre- 
ciate that the island-state of Shrimavo 
Bandaranayake must be anxious about 
rediscovering its identity. So much of 
this poor country has been broken up into 
such pitiable pieces that it has become ur¬ 
gently necessary for it to acquire at least 
the reassurance of a christening. Unfor¬ 
tunately, identity is not a matter merely 
of naming or renaming. Take for instance 
our own country. What does Bharat that 
is India now stand for? The obvious 
and perhaps the only true answer would 
be that India stands for Indira. The ques¬ 
tion is whether it is also a satisfactory 
answer. Poor Ceylon, poor Sri Lanka I 
When wilt your people come to know you 
really? More important still, when will 
you come to know your people? Our 
little neighbour to the south, perhaps you 
yourself may look to your north and pose 
similar questions. 

The presiding officer of 

a legislature is the natural and necessary 
guardian of the rights and privileges of its 
members. It is therefore quite proper for 
the Speaker of the Lok Sabha to feel up¬ 
set when the famous incident in the Wil- 
lingdon Hospital, involving a member of 
Parliament who complained that he had 
been manhandled by the hospital staff, 
was brought to his attention on the floor 
of the House. Even so, some of the reac¬ 
tions and observations of Mr Dhillon as 
reported in the press seem or sound rather 
odd, suggesting that he had allowed him¬ 
self to be swayed unduly by the emotions, 
if not the passions, of the moment. I 
quote first from The Statesman of May 17 
and next from Link of May 21. 

The Statesman : “Mr Dhillon said that 
he was aware that the hospital employees 
talked derisively whenever members went 
there for treatment. ‘If I go or a minister 
goes special attention is given. After we 
leave there is laughter amongst themselves’, 
he said, directing the Health Minister to 
make a full statement after inquiry later’’. 

Link: “Speaker G.S. Dhillon, too, seem¬ 
ed deeply affected by what he heard from 
his officers and others. He told the House 
that he had been informed of the incident 


as soon as he reached his office. He sent the 
Superintendent of Police of the Watch and 
Ward Staff of Parliament to the hospital 
to make inquiries and help Shailani if 
he needed any help. Then the Minister 
for Parliamentary Affairs met him and 
related what he had seen. ‘It is most 
shocking. Hospitals are meant to save 
people and not to kill them’, he said. He 
thought the incident at the hospital was 
the result of a campaign to denigrate mem¬ 
bers of Parliament that was being carried 
on for some time now by certain govern¬ 
ment officials. The Speaker asked the 
minister to enquire into the incident fully 
and place the report before the House’’. 

Could it be that our law makers are 
suffering from a persecution complex? 
Could it be a case, again, that, because 
there is this complex, so many of them are 
inclined to use the most extravagant lan¬ 
guage in Parliament when they happen 
to be commenting on or criticizing other 
people. For instance, a member of Par¬ 
liament recently permitted himself the 
astonishing observation that the phar¬ 
maceutical firms in this country are 
worse than dacoits who take only money, 
whereas the pharmaceutical firms take 
both one’s money and one’s life. If my 
memory serves me right, this member was 
referring particularly to the foreign firms 
in the pharmaceutical industry. Patriot¬ 
ism has always been a heady sentiment 
and it possibly demands verbal exube¬ 
rance to express itself adequately. 

Other people's income- 

tax affairs are always interesting news and 
it is perhaps natural that members of Par¬ 
liament should attempt to punctuate the 
tedium of the routine of the House by talk¬ 
ing about the income-tax affairs of news¬ 
worthy personalities. On May 23 a ques¬ 
tion was asked in the Rajya Sabha about 
the tax situation of Mr Sanjay Gandhi, 
the second son of the Prime Minister. The 
Finance Minister, in his reply, stated that 
over the period of the last three years Mr 
Gandhi was assessed to income-tax for 
the assessment year 1970-71 on a total in¬ 
come of Rs 722. The figure suggests that 
Mr Gandhi cannot be engaged or at least 
was not engaged during the relevant 
assessment year in any regular profession, 
business or trade. The amount, in fact, 
sounds not even like casual receipts but 


simply pocket money. We have it on th< 
authority of the Prime Minister of Indit 
that Mr Sanjay Gandhi is a young man o 
unusual enterprise. Could it be that thii 
well-faVoured youth in his twenties i: 
earning less than what it takes to keep hiir 
in food and clothing? 

It is true that, apart from newspape. 
reports that Mr Gandhi now and then doc 
an odd political job or two whenever th> 
Prime Minister’s party goes electioneering 
while waiting for the amber light to tun 
green for his small car project, not mucl 
is known about how he occupies himself,' 
Information, however, has not been en 
tirely lacking. He has been going abroa< 
now and then presumably on busines ’' 
tours and the foreign exchange released tc 
him on these occasions, incidentally, ha: 
been amounting to very much more that, 
his total income assessed to income-tax foi 
the assessment year 1970-71.11 has also beei 
stated that Mr Gandhi had functioned or i; 
functioning as a consultant to a well-knowt 
firm on a new industrial project to be se 
up in UP for the manufacture of agricul 
tural tractors. He is apparently providing 
his consultancy services either in a pure!.’ 
honorary capacity or for a token fee. 

Recently,'The Guardian 

(London) unintentionally generated a spate 
of mirth at its expense when one of its lead- 
erwriters delivered himself of the profounc 
truth that “the problems of poor people 
would be a lot less if they had more money” 
The New Statesman (London) took iul 
advantage of the occasion to organize iU 
Weekend Competition around this $otecisnr| 
and asked for extracts from Guardian i 
leaders arguing equally stunning theories! 
The entries as may be expected, provider* 
a good deal of harmless amusement 
Samples: 

“Mr Heath’s suicide means the Conser 
vatives will have to find a new leader” 
“If there were far more houses available, 
fewer people might lack a decent roof ovei 
their heads”; 

Without deliberately looking for parallel: 
in our own daily press, 1 had the good for 
tune of coming across this gem in the mair 
editorial of The Times of India of May 24 
“In the absence of all the facts we are it 
no position to vouch for the accuracy o 
the statement of the CPM leader Mr Jyotir 
moy Bosu in the Lok Sabha to the effee 
that a leading businessman or house it 
Calcutta had spent Rs five lakhs to prin 
eight lakh copies of a poster lor th< 
Congress on the eve of the recent election* 
in the various stale legislatures”. 

In other words, give the Editor o 
The Times oj India all the fact: 
and he will 
te 1 ! you whether 
it is the whole 
truth. 
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the optimum and efficient use 
of fuel. 

Mr R. Venkataraman, then 
Member (Industry), Planning 
Commission, was appointed 
the chairman of the committee. 
He resigned as chairman after 
ceasing to be member of the 
Planning Commission and in 
his place, Prof S. Chakravarty, 
Member, Planning Commission 
was appointed as the chairman. 


} The Poorest Twenty-Five ference. The developing count- 
] rics feel that the unanimous 

j The third UNCTAD con- resolutions relate to minor sub- 
I eluded in Santiago on May 21 jects. The resolutions for as- 
} «ftcr taking a unanimous deci- sistance to land-locked count- 
| sion to adopt special measures rics is a case in point. It is im- 
i f° r assisting the 25 poorest portant for the countries con- 
countnes of the world. Includ- cerned but among the major 
ed m this list are sixteen problems of the third world, 
I African, eight Asian and onel it is a relatively small one. The 
I Latin American country. The., developing countries felt that 
| various means to be adopted they would have to be increas- 
! J° these countries are: (a) ingly ‘‘self-reliant” in the com- 
[ h programme of preferential ing years though there are limi- 
1 financial assistance, (b) special tations to it. 

^consideration for commodity 
j Agreements, (c) priority in access Fuel Policy 
|to markets, (d) reduced shipp- ' 

l)ng rates, (e) increased teclini- The Fuel Policy Committee 
'jbal assistance and (f) efforts by has submitted Part T of its 
I nternational organisations to report covering the “Fuel 
I Assist in diversification of the Policy for the Seventies*’ to Mr 
/economies. The resolution was S. Mohan Kumaramangalam 
f Adopted by the conference and Minister of Steel and Mines, 
^eluded all the above points. This part of the report has 
balled on the socialist countries been submitted with the object 
*>f Eastern Europe in particular of enabling the government to 
jeo provide long-term technical take urgent decisions on in- 
mnd financial assistance on vestment requirements in the 
savourable terms to this group energy sector for the fifth 
;v>f countries. five-year Plan period. 

;c 

1 Another result of the con- The Fuel Policy Committee 
'ierencc was the realisation by was appointed by the govern- 
tfhc EEC that the third world ment of India in October, 1970. 
countries were highly dissatis- The terms of reference of the 
sed with it. Mr S. Mansholt, committee were: (a) to under- 
Chairman of the EEC Com- take a survey of fuel resources 
lission, stated that the dis- and regional pattern of their 
ussions in the conference will distribution; (b) to study the 
iiakc the Community “con- current trends in exploitation 
tider ^demands of the third and use of fuels; (c) to esti- 
Forld” so as to find the best mate prospective demand by 
^ay for starting “a common sectors (in particular the trans- 
oad for multi-national co- port industry, power genera- 
eperation.” tion industry and domestic 

t fuel); (d) to study the efficiency 

j The developing countries in the use of fuels and rccom- 
lave made a gloomy assess- mend — (i) the outline of na- 
ent of the six-week discus- tional fuel policy For the next 
ons at Santiago. The deve- fifteen years; (ii) a pattern of 
fiped countries however point consumption and measures, fis- 
$ the brighter side of the pic- cal and otherwise, which would 
‘«re, namely, the adoption of help the best use of available 
n number of unanimous re- resources; and (iii) the mea- 
t;l lit ions passed by the con- sures and agencies, to promote 
p 
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In its report the committee 
has drawn the attention of the 
government to the investment 
and operational problems of 
the energy sector in view of the 
very substantial efforts called 
for in terms of men, materials 
and oiganisation to carry out 
the task of implementing the 
perspective plan as given in the 
fourth Plan document. The 
committee has emphasised the 
fact that it has kept its study 
within the framework of the 
perspective plan of the govern¬ 
ment which envisages a rate 
of growth of the country’s eco¬ 
nomy at 6.2 per cent per 
annum during the fifth Plan 
period and up to 1980-81. 
The committee has taken these 
long-term targets as given and 
has not attempted to scale 
down the order of requirement 
merely because the estimates 
would appear to be on the high 
side. 

The committee has come to 
the conclusion that if the tar¬ 
gets indicated in the perspective 
Plan arc to be achieved, the 
total demand for energy in 
1978-79 and 1980-81 is likely 
to be of the following order: 


Estimated 
demand in 

Coal 

Oil 

Electri¬ 

city 

m. m. billion 

tonnes tonnes KWh 

1978-79 

108 

27.2 

125 

1980-81 

125 

31.7 

150 


The total requirement of 
coal, including the coal used 
in the generation of electric 
power, is estimated at 165 mil¬ 
lion tonnes in 1978-79. The 
total demand for oil products 
including those used in fertiliser 
manufacture and other sectors 
is anticipated to be of the order 
of 34 million tonnes in 1978-79. 


The total generation of elect¬ 
ricity required to meet the de¬ 
mand indicated above ir esti¬ 
mated at 156 million KWh and 
the installed capacity would 
range between 37,000 MW and 
40,000 MW in 1978-79. 

The committee has noted that 
the critical shortage in coal 
would be in respect of prime 
coking coal. It has suggested 
that immediate attention 
should be paid to the de¬ 
velopment of additional pro¬ 
duction of medium coking coal 
and its use in steel plants so 
that the scarce reserves of 
prime coking coal could be 
conserved. The committee has 
attached great importance to 
the replacement of non-com¬ 
mercial fuels such as fire-wood 
and dung cake by soft coke. A 
rate of increase in the use of 
soft coke of 15 per cent per 
annum has been predicted. Re¬ 
garding non-coking coal, a 
concerted and co-ordinated 
effort including the proving 
of new areas in outlying coal¬ 
fields where super thermal po¬ 
wer stations can be set up as 
well as standardising the ma¬ 
chinery and equipment used in 
the mines have been suggested. 

The additional investment re¬ 
quired for meeting the energy 
demand by the end of the fifth 
Plan has been estimated by the 
committee as follows": 

Coal —Rs 690 crores. 

Oil (Refining only)—Rs 323 
to 390 crores on different alter¬ 
natives. 

Electricity—Rs 6,400 crores 
(including transmission facili¬ 
ties). 

Among the new proposals 
which the committee has sug¬ 
gested for further study are the 
use of unit trains for speeding 
up coal transport, utilisation 
of coastal shipping, transport 
of coal along the river Ganga 
and creation of dumps foi the 
smaller consumers of coal. 

The committee has strongly 
urged that the use of fuel oil 
for power generation and by 
industrial consumers except 
in cases where its use is justi¬ 
fied on technical grounds, 
should be discouraged. 

As a means of replacing kero- 
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sene m the ifomestic sector, the 
committee has suggested the 
setting up of town gas plants 
for* few cities witft a popula¬ 
tion of over <one million on an 
experimental basis after a de¬ 
tailed techno-economic evalu¬ 
ation of the proposal. It has 
also suggest^ improvement of 
the Calcutta Qas Supplies 
Scheme. 

The committee has found 
that the electrification of 
trunk routes as programmed 
by the railways should be im¬ 
plemented and accelerated. 

TV Production 

MrK.L. Nanjappa, Develop¬ 
ment Commissioner for Small- 
scale Industries, said recently 
in Bombay that there would be 
no let-up in the government 
determination to keep the pro¬ 
duction of television sets with¬ 
in the purview of the small- 
scale sector, and any attempt 
by large units to circumvent 
the regulations would be de¬ 
feated. Mr Nanjappa made this 
observation when his atten¬ 
tion was drawn by Mr H. S. 
Bhatty, President of the Small- 
scale Electronics Industries’ 
Association, to a reported 
attempt of a large-scale unit to 
lure small-scale TV licensees. 
Mr Nanjappa assured the re¬ 
presentatives of small units that 
he would investigate the matter 
and recommend the cancella¬ 
tion of licence of small units 
which might be patties in these 
deals. 

Joint Council 

The formation of the Nation¬ 
al Council of Trade Unions by 
the three major trade unions 
viz. Indian National Trade 
Union Congress, All India 
Trade Union Congress and the 
Hind Mazdoor Sabha has been 
welcomed by Mr H. S. Sigha- 
nia, President of The All-India 
Organization of Employers. 
The council will provide a 
common forum for different 
trade unions to promote mu¬ 
tual “understanding, co-opera¬ 
tion and co-ordination’’ on all 
important issues. The first 
meeting of the council was 
held on May 30. 

The agreement came after a 
meeting of trade union leaders 
convened by the Minister for 


Labour Mr R. K. Khadiikar, 
as a last attempt to reach a 
common understanding with 
them on the proposed legisla¬ 
tion on industrial relations. It 
is hoped that the labour lead¬ 
ers would now be able to pre¬ 
sent a common viewpoint dur¬ 
ing discussions with the govern¬ 
ment. An important feature of 
the agreement is that all deci¬ 
sions taken by the council 
would be by “consensus”. 

Diplomas in Foreign 
Trade 

Forty-three participants 
were awarded diplomas on May 
22, at the Annual Convocation 
of Indian Institute of Foreign 
Trade by Mr A. C. George, 
Deputy Minister of Foreign 
Trade, after the successful com¬ 
pletion of the 10-month Diplo¬ 
ma Programme in Internation¬ 
al Trade. Twenty participants 
were sponsored for the diploma 
programme by business organi¬ 
sations, where they were al¬ 
ready exposed to the handling 
of foreign trade. Three of them 
came from Malaysia, Nepal 
and Ceylon, while one was u 
released emergency commis*. 
sioned officer of the armed 
forces. 

The institute has so far con¬ 
ducted 70 training programmes 
with the participation of 2,000 
persons including seventy from 
abroad. The objective of the 
programme is to build up a 
competent cadre of young ex¬ 
port management personnel 
for Indian trade and industry. 

Australia and the Asian 
Fair 

Grant Advertising (India) 
Limited has been appointed by 
the Australian Department of 
Trade & Industry, to advise, 
co-ordinate and look after pub¬ 
lic relations work involved in 
Australia’s participation in the 
Third -Asian .International 
Trade Fair, to be held in New 
Delhi from November 3 to 
December 17, 1972. This work 
was assigned to Grant on the 
basis of a competitive scheme 
which the Agency had sub¬ 
mitted in response to a ques¬ 
tionnaire circulated by Austra¬ 
lia’s Trade Repre.sentatives in 
New Delhi. 

An ingenious attempt has 


been made in the planned archi¬ 
tecture of the Australian pavi¬ 
lion (by using basic elements in 
Ipdian philosophy and Indian 
symbol) to express the Austra¬ 
lian way of life and Australia’s 
role as a partner in the develop¬ 
ment of Asia. The exhibits will 
tell the story of Australia rapid¬ 
ly transforming itself into an 
important manufacturing na¬ 
tion. The commercial section 
will show mineral products, 
wool processing techniques, 
agricultural and mining equip¬ 
ment, bulk handling equip¬ 
ment, grain handling equipment 
and agricultural aircraft. 

Debt Relief 

Dr H.C. Coombs, who has 
been appointed as consultant 
by the World Bank for discuss¬ 
ing debt relief arrangements 
with the member countries of 
the Aid India Consortium, 
was last week in New Delhi for 
discussions with the govern¬ 
ment of India, 

The World Bank has under¬ 
taken a study of debt relief 
required by India in the last 
two years of the fourth five- 
year Plan. The study became 
necessary in view of the rising 
burden of debt service pay¬ 
ments resulting from the hard 
terms on which loans were given 
in earlier years and suggests 
that debt relief should be pro¬ 


vided at thts rate of <200 mil¬ 
lion per year in 1972-73 am 
1973-74. The rcconunenda) 
tions of Dr Coombs will bt 
considered at the meeting oj 
the Aid India Consortium schq 
duled to take place in Paris ii 
the middle of this month. 

The World Bank had orga¬ 
nised a study of debt relie 
to India for three years fron 
1968. On the basis of the stud; 
and recommendations of th<* 
then consultant, Mr Guindey 
the members of the Consor 
tium provided debt relief foi’* 
an amount of over $ 300 mil¬ 
lion during these three years 
By extending the same arrange¬ 
ment, a further debt relief ot 
about $92 million was also pro 
vided during the last linancia 
year. 


Foreign Aid 

• 

Foreign aid agreements sign¬ 
ed during the year 1971-72 
(April 1971 to March 1972) 
amounted to $ 1084 million. 
Of this project aid was about 
* 709 million and non-project 
aid was $ 375 million, which 
included assistance in the form 
of debt relief amounting to 
$ 86 million. 

y 

Counti y-wise details of thej 
aid agreements signed during; 
April 1971 to March 1972 arc as! 
follows: 


(8 million) 


Name of the country/ 
institution 

Project 

Non¬ 

project 

Debt 

relief 

1. Austria 



0.88 

2. Belgium 

—• 

2.90 

1.10 

3. Canada 

4.17 

47.26 

0.77 

4. France 

38.83 

24.33 

5.00 

5. W. Germany 

16.40 

27.31 

30.06 

6. Japan 

66.60 

74.09 

20.60 

7. Netherlands 

— 

13.80 

0.70 

8. Sweden 

5.00 

— 

— 

9. UK 

50.47 

64.80 

18.00 

10. USA 

21.00 

35.00 

8.73 

11. IBRD 

60.00 

— 

— 

12. IDA 

446.00 

— 

• 

Total 

708.47 

289.49 

85.84 
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India also signed Food Aid 
jrecments with the following 
ies during April 1971 to 
1972: 


buntry Amount 

I ($ million) 


, Australia 3.77 

i Canada 37.33 

. UK 1.92 

: PL-480 Wheat 98.70 

1 — __ 

! Total 141.72 


TDC 

| The India Tourism Develop¬ 
ment Corporation made a net 
iroflt of Rs 37.06 lakhs in 
5170-71 as compared to Rs 
[). S3 lakhs in the year 1969*70 
Including -the profits of the 
ishoka and Janpath Hotels 
,united). 

The increase in the profit 
fas due to an increase in the 
ross turnover from Rs 4.03 
rores in the year 1969-70 to 
Is 5.64 crores this year, 
liter making appropriations 
)r retirement gratuity and 
encral reserve fund, the net 
urplus carried to balance 
tieet is Rs 5.84 lakhs. 

The authorised share capi- 
»1 of the corporation is Rs 
0 crores. With a further in- 
estment of Rs one crore by the 
overnment in the shape of 
quity capital, the paid-up capi* 
il of the corporation as on 
larch 31, 1971, stood at Rs 
,96,84,000 as against Rs 
,96,84,000 as on March 31, 
970. 

existing Hotels 

Ashoka Hotel with a bed 
opacity of 651, made a net 
rofit of Rs 18.71 lakhs as 
Dmparcd to Rs 6.90 lakhs in 
ie previous year. The occu- 
ancy of the hotel improved 
onsiderably after the renova- 
on of rooms and public areas 
nd gross earnings rose to Rs 
50.34 lakhs from Rs 180.08 
ikhs in the last year. 

Janpath Hotel with a capa- 
ity of 289 beds, earned a 
et profit of Rs 10.88 lakhs as 
ompared to Rs 7.27 lakhs last 
ear. The increased profits 
fere due to higher room occu- 
ancy resulting from improved 
ervices, renovation of rooms 
tc. 

Lodlti Hotel has a capacity 


of 250 beds. Although the 
gross earnings increased from 
Rs 21.57 lakhs ifi$be previous 
year to R$ 29.0&%khs in the 
year under report, ■there was a 
loss of Rs 1.95 lakhs mainly 
due to the creation of a de¬ 
velopment rebate reserve and a 
new accounting system by 
which the entire value of uni¬ 
forms issued to the staff was 
written off in the year. 

Hotel RanJH has a bed capa¬ 
city of 222. As a result of 
the renovation and aircon¬ 
ditioning of some rooms, the 
gross earnings of the hotel 
increased from Rs 25.29 lakhs 
in the year 1969-70 to Rs 32.05 
lakhs during the year under re¬ 
view. The hotel, however, 
suffered a loss of Rs four lakhs 
during the year. The opera¬ 
tional results of the hotel are 
expected to improve with the 
completion of the renovation 
programme. 

New Hotel Projects 

The hotel building construc¬ 
ted by the New Delhi Munici¬ 
pal Committee at Chanakya- 
puri, New Delhi was taken on 
lease from May 1, 1971 by 
the corporation for being run 
in the name of Akbar Hotel. 
The hotel was commissioned 
on January 1, 1972. Another 
hotel namely, Ashoka Hotel, 
Bangalore, was also completed 
and formally inaugurated by 
the President of India on May 
1,1971. The construction of a 
100-room hotel and 40 Ku- 
dils at Kovalam at an estima¬ 
ted cost of Rs 135 lakhs has 
been sanctioned by govern¬ 
ment as a part of the integrated 
project for the development of 
the Kovalam beach centre. 
The corporation also plans to 
construct a 100-room hotel 
at Dum Dum (Calcutta) at an 
estimated cost of Rs 120 lakhs, 
and a ccntually heated 60- 
room hotel at Gulmarg at an 
estimated cost of Rs 110 lakhs. 

Restaurant at Expo ‘70 

The National Restaurant 
opened by the Corporation 
in the Expo ‘70 fair held 
in Osaka, Japan, earned fo¬ 
reign exchange worth about 
Rs 14 lakhs and netted a pro¬ 
fit of Rs 11.57 lakhs. The res¬ 
taurant was one of the best 


three out of a hundred res¬ 
taurants at the fair and won a 
medal and a certificate of 
Merit from the Governor of 
Osaka. 

Motels 

Work on the construction 
of a 50 room motel at Jammu 
at an estimated cost of Rs 
25 lakhs is in progress. The 
motel is expected to be com¬ 
missioned shortly. Another 
motel-cum-tourist centre pro¬ 
ject at Varanasi at an etimated 
cost of Rs 39 lakhs is also in 
progress. 

Tourist Transport 

During the year under re¬ 
view, tourist transport service 
was extended to Hyderabad, 
Agra, Bangalore, Madurai and 
Bodhygaya. The present effec¬ 
tive fleet of the transport divi¬ 
sion comprises 71 luxury cars, 
40 ambassador cars, 30 coaches 
and eight mini buses. The sale 
turnover of the transport ser¬ 
vice was Rs 40.87 lakhs as 
against Rs 27.21 lakhs in the 
previous year. 

Duty Free Shops 

The duty free shops at the 
four International Airports at 
Bombay, Delhi, Calcutta and 
Madras registered a sale turn¬ 
over of Rs 28.70 lakhs dur¬ 
ing the year under review 
against Rs 22.52 lakhs in the 
previous year. The net foreign 
exchange earnings during the 
year amounted to Rs 22.55 
lakhs. 

Minimum Wages for 
Building Workers 

The government of India has 
in a notification announced the 
draft proposals for revising the 
minimum wages under the 
Minimum Wages Act, 1948 
for employees in construction 
and maintenance of roads and 
in building operations, in stone 
breaking and stone crushing, 
in maintenance of buildings 
and in construction and main¬ 
tenance of runways. 

Different minimum wages 
have been proposed for wor¬ 
kers in four different areas. 
Area A comprises Bombay, 
Calcutta, Delhi, Madras and all 
places within a distance of eight 
kilometres from the periphery 


of corporations/municipalities/ 
cantonment boards of these 
places. 

Area B. 1 comprises Ahrae- 
dabad, Bangalore, Hyderabad, 
Kanpur, Lucknow, Nagpur, 
Poona and all places within a 
distance of eight kilometres 
from the periphery of the carp* 
orations/mumcipalities/canton- 
ment boards of these places. 

Area B. 2 comprises Agra, 
Allahabad, Amritsar, Coimba¬ 
tore, Indore, Jabalpur, Ma¬ 
durai, Patna, Sholapur, Vara¬ 
nasi and all places within a dis¬ 
tance of eight kilometres from 
the periphery of the corpora¬ 
tion/municipalities/cantonment 
boards of these places. 

Area C includes such places 
as Abohar, Adoni, Cuttack, 
Calicut, Guntur, Ranchi, 
Rourkela, etc. Area D com¬ 
prises of all places not included 
in A, B.1, B.2. and C. 

Minimum wages proposed 
for unskilled workers are Rs 
4.50, Rs 4.00, Rs 3.65, Rs 
3.65, Rs 3.30 and Rs 3.00 for 
areas A, B.l, B.2, C and D 
respectively. Those for semi¬ 
skilled and unskilled supervi¬ 
sory workers are Rs 5.90, Rs 
5.35 Rs 4.85, Rs 4.40 and Rs 
4.40 respectively, while for 
skilled workers the minimum 
proposed wages are Rs 8.80, 
Rs 8.00, Rs 7.25, Rs 6.60 and 
Rs 6.00. For highly skilled 
workers they are Rs 11.00, 
Rs 10.00, Rs 9.10, Rs 8.25 and 
Rs 7.50, For clerical workers 
(Matriculates) they are Rs 8.80, 
Rs 8.00, Rs 7.25, Rs 6.60 and 
Rs 6.00 and for non-matricu¬ 
lates, the proposed minimum 
wages are Rs 5.90, Rs 5.35, 
Rs 4.85, Rs4.40 and Rs 4.00. 

Where in any area the wages 
fixed under the notification are 
lower than the wages fixed by 
the state government for the 
corresponding scheduled em¬ 
ployment for which it is the 
appropriate government, the 
higher rate would be payable as 
minimum wage under the noti¬ 
fication. 

The minimum rates of wages 
are applicable to employees 
engaged by contractors also. . 

The minimum rates of wages 
shall consist of an all-inclusive 
rates, and include also the 
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wages for widely day of rest. 

The minimum rates of wages 
for young persons below 18 
years of age and for disabled 
persons shall be 70 per cent of 
the rates payable to adult wor¬ 
kers of the appropriate cate¬ 
gory. . 

Steel end the Smell 
Consumer 

At least one dealer in every 
district in the country will be 
appointed by the Billets Re¬ 
rollers Committee to ease the 
distribution of steel to the small 
consumers. This will be of 
particular help to those who 
are in areas far away from the 
stockyards of the producers. In 
the northern and western zones 
dealers arc already being ap¬ 
pointed in various districts. 
The scheme will soon be ex¬ 
tended to other zones also. 
This information was given by 
Mr S. Mohan Kumaramanga- 
lain, Minister for Steel and 
Mines at a meeting of the 
Standing Committee of the 
Iron and Steel Advisory Coun¬ 
cil held in the capital on May 
24, 1972. 

According to Mr S. Mohan 
Kumaramanglam, the scheme 
of distribution of steel for house 
building by a joint committee 
of principal producers at Delhi 
was working satisfactorily and 
was by and large meeting the 
requirements of small house 
builders. The minister said 
that it was proposed to extend 
the scheme to some other big 
towns where house building ac¬ 
tivity was growing fast. 

The minister informed the 
committee that at present about 
70 per cent of the re-rolled pro¬ 
ducts produced by registered 
billet re-rollers were allocated 
to the bulk consumers in the 
government priority sectors. 
The balance of 30 per cent was 
sold through the stockyards 
to genuine private citizens for 
house building purpose, small- 
scale industries, traders etc. 
About nine per cent of the total 
production of bHlet re-rollcrs 
was allocated to trade. 

In regard to the supply of 
raw material to small-scale 
re-rolling mills, the Minister 
said that there was adequate re- 
rolling capacity already exist¬ 
ing in the country and the 


state governments were asked 
to discourage setting up of 
new units in the field. In spite 
of this clear warning many 
units had come up. As a re¬ 
sult of this the share of each 
individual unit from the avail¬ 
able raw materials has come 
down. 

On a suggestion that the 
import of re-rollablc scrap 
should be allowed, the minis¬ 
ter said that the bulk import 
of re-rollable scrap was not 
practicable due to foreign ex¬ 
change constraints. However, 
the minister said that with the 
release of about 150,000 tonnes 
of used rails, the raw material 
requirements of scrap re-rollers 
would be considerably met. 

Pyrites Production 

Pyrites, Phosphates & 
Chemicals Limited, a public 
sector undertaking under the 
Ministry of Petroleum & 
Chemicals, had developed Am- 
jhorc mines in Bihar for the 
production of 400 tonnes of 
pyrites per day. This was sta¬ 
ted in the annual report of this 
undertaking which was en¬ 
gaged in the exploration of 
pyrites deposits of the country 
for the manufacture of sulphur 
and sulphuric acid. 

The first phase of the Am- 
jhore M ining Project was com¬ 
pleted in March 1969 and 
during 1970-71, 35,000 tonnes 
of pyrites ore was produced. 
The ore was being mainly con¬ 
sumed by the Sulphuric Acid 
plant at Sindri. 

The Fertilizer Corporation of 
India was setting up one more 
sulphuric acid plant at Sindri, 
which was expected to go on 
stream in 1973-74. When this 
plant is commissioned the 
requirements of pyrites from 
Amjhore will go up to 420,000 
tonnes per year. The under¬ 
taking was accordingly drawing 
up a project report for neces¬ 
sary expansion of production 
from Amjhore. 

PPCL had also taken in hand 
exploratory drilling for the de¬ 
velopment of pyrites deposits 
in Saladripura in the Sikar 
District of Rajasthan and in¬ 
vestigations through drilling 


and geological studies were in 
progress. 

The company was also imple¬ 
menting the Rock Phosphate 
Mining Project at Maldcota in 
Uttar Pradesh. * Geological 
investigations in the area had 
established an ore reserve of 
7.25 million tonnes of rock 
phosphates. Mining operations 
were being undertaken in 
accordance with the demand for 
low-grade ore. The possibility 
of utilising Maldeota rock 
phosphates for the manufacture 
of superphosphates and as a 
diluent in the manufacture of 
calcium ammonium nitrate was 
also under examination. 

Postal Life Insurance 

The Posts and Telegraphs 
Department has decided to 
issue non-medical policies up 
to the value of Rs 3,500 from 
June 1, 1972. The facility will 
be available to those employees 
whose age at the time of getting 
an insurance policy does not 
exceed 28 years. 

The total number of Postal 
Life Insurance policies in force 
on March 31, 1971 was 2,54,252 
against 2,34,249 a year earlier. 

During the year 1960-71, 
25,498 new policies for a total 
sum assured of Rs 9,64,16,700 
were issued against 23,872 poli¬ 
cies for Rs 8,92,39,500 in the 
previous year. The number of 
policies went up by 6.81 per 
cent in one year and total sum 
assured by 8.04 per cent. 

Names in the News 

Mr C. R. Rao has taken over 
as Director General of Civil 
Aviation in place of Mr G. C. 
Arya who retired from service 
on May 25. 

Mr C. R. Rao who was Joint 
Director General in the Depart¬ 
ment, has represented India at a 
number of technical conferenc¬ 
es of the International Civil 
Aviation Organisation. In 1959 
he was appointed as the princi¬ 
pal training adviser and head of 
the ICAO technical assistance 
mission at Djakarta, Indonesia. 


to all the states in the midd 
east and eastern Africa wi| 
office in Cairo. In 1965, he wt 
Civil Aviation Adviser and heg 
of another large ICAO techn 
cal assistance mission in Saut 
Arabia. 

Mr R. D. Shah and Mr R.1 
Nevada were elected Preside* 
and Viec-prcsideht of the C\ 
ment Manufactures’ Assocu. 
tion for 1972, in Bombay o 
May 20. Those elected to th 
managing committee were: 

Mr J. R. Birla, Mr P. I* 
Bam, Mr N. H. Dalmia, M 
J. H. Dalmia, Mr V. L. Duti 
Mr A. K. Jain, Mr K. C. Jain 
Mr K. N. Mehta, Mr K. N 
Misra, Mr. P. K. Mistry, M 
S. P. Sinha, Mr. M. Somappa 
Mr B. D. Somani, Mr N. Sri 
nivasan and Mr J. N. Tewari 

Mr Ram Lai Kapoor, Genera 
Manager of the Railcoacl 
Division of Bharat Earth Mov 
ers Limited is the recipient o 
the Sir Walter Puckey India! 
Prize for 1970. The Puckev 
award is presented for signi 
ficunt contribution to produc¬ 
tion engineering in India. 


A mechanical engineer. 
Mr Kapoor is associated withl 
the Railcoach Wing since 1964.? 
Some of the ‘firsts’ to his credil! 
include direct induction into? 
the army as Lieutenant Col¬ 
onel; first Indian Chief Produc¬ 
tion Engineer of HAL and one 
of the key persons involved in > 
the production of the Gnat air-' 
craft. As Managing Director 
of BEML for a brief spell he 
initiated the manufacture of, 
heavy earth moving equipment 
in the country. 


Mr Anand Prakash Kapur was 

elected President and Mr S.C. 
Kadakia, Mr M. P. Choudbury, 
Mr M. B. Sivadasani and Mr 
Singaram were elected Vice- 
presidents of the Federation of. 
Paper Traders’ Associations of 
India at its annual meeting 
held recently in Madras. Mr 
R. M. Gandhi was elected Sec¬ 
retary and Mr .1. S. Shah 
Treasurer. 


Mr S. Y. Ranade has been 
In 1963, Mr Rao was appointed Chairman of the 
appointed as ICAO representa- .. Board of Trustees of the Bom- 
tive for the middle east and ’ bay Port. He succeeds Mr 
east African region accredited Govind H. Seth. 
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AFFAIRS 


|brMn & Toubro 

Larsen and Toubro Ltd has 
'received the consent of the 
(Controller of Capital Issues to 
jssue shares and bonds to the 
Jshareholders of Canara Bank 
JLtd in terms of the merger 
scheme. The consent marks the 
jast step in completing the 
.amalgamation of Canara Bank 
Ltd with Larsen and Toubro 
Ltd. According to the merger 
(Scheme, each holder of live 
(Shares of Canara Bank Ltd will 
receive eight L and T equity 
shares, three 9.S per cent 
^cumulative redeemable “A* 
^preference shares of Rs 50 each, 
live eight per cent convertible 
bonds of Rs 22 each and one 
eight per cent redeemable bond 
of Rs 85. Under the scheme of 
amalgamation, Larsen and 
Toubro will receive about Rs 
3.05 crores from Canara Bank 
Ltd. The shares and bonds 
issued will be entitled to divi¬ 
dend and interest on a pro-rata 
basis for the period October 1, 
1971 to March 31, 1972, since 
the amalgamation is effective 
retrospectively from October 

I, 1971. 

Indian Rayon 

Indian Rayon Corporation 
proposes to extend the time 
limit of its 18,480 (ten per cent) 
redeemable cumulative prefe¬ 
rence shares of Rs 100 each 
bearing the distinctive numbers 
from 66,521 to 85,000 by a 
i further period of three years. 
4s per the terms of the issue, 
these shares issued in 1965, 
are redeemable on expiry, seven 
years from their date of allot¬ 
ment. These shares are mainly 
held by the Gujarat State Fi¬ 
nancial Corporation which 
lias already consented to the 
sxtension of the time limit for 
the redemption of these shares 
to a date not later than June 

II, 1975. The company has not 
iarned enough profits for the 


last several years so as to pro¬ 
vide for redemption of these 
preference shares. In the exist¬ 
ing circumstances it is also 
not possible for the company 
to make a fresh issue of shares 
for the purpose of redemption. 
It is therefore felt necessary to 
extend the date of redemption. 
According to the management’s 
expectations a further period 
of three years for the purpose 
is considered to be appropriate. 

National Rayon 

The nylon tyre cord project 
of the National Rayon Cor¬ 
poration has been cleared by 
the Department of Company 
Law Affairs under Section 21 
of the MRTP Act. The capital 
cost of the project has been 
estimated at Rs 7.14 crores 
while working capital require¬ 
ments have been placed at Rs 
1.20 crores. The foreign ex¬ 
change content of the project 
is around Rs 163 lakhs—Rs 
127.87 lakhs for machinery 
and Rs 34.88 lakhs for know¬ 
how and engineering fees. The 
company has entered into a 
collaboration agreement with 
Chcmtex Fibres Inc. of New 
York for the supply of know¬ 
how and for providing en¬ 
gineering services outside In¬ 
dia. The Chemtex Engineering 
Company of India Ltd, Bom¬ 
bay, are the principal consul¬ 
tants for rendering services in 
India. 

The company has already 
purchased about 90 acres of 
land adjoining the present fac¬ 
tory at Kalyan for putting 
up its plant. The plant will 
have a capacity of 2200 ton¬ 
nes per annum. As there is at 
present an acute shortage of 
nylon tyre cord, marketing of 
the product will not pose 
any problem to the company 
when the plant is commission¬ 
ed. When the plant starts ope¬ 
rating at the full rated capa¬ 


city, the return on. block in¬ 
vestment after allowing for 
depreciation on machinery and 
buildings is expected to be 
about 20 per cent i.e. Rs 1.46 
crores. 

G.E.C. 

The board of directors of 
General Electric Company of 
India Ltd has decided to in¬ 
crease the unissued authorised 
capital by an issue of 11,61,500 
new equity shares of Rs 10 
each at a premium of Rs 6.50 
per share. Out of this issue, 
262,500 equity shares of Rs 10 
each at a premium of Rs 6 50 
per share will be offered as a 
rights issue to those share¬ 
holders who are residents in 
India and whose names appear 
in the register of the company 
as on May 31, 1972 in the pro¬ 
portion of one new equity share 
for every two shares held. 
Apart from this 27,875 shares 
will be offered to the employees 
of the company who are In¬ 
dian nationals at a premium 
of Rs 6.50 per share. The 
balance of 871.125 shares of 
Rs 10 each will lie offered at 
the same premium to the 
public. 

News and Notes 

Expansion and Diversification 

National Organic Chemical 
Industries' (NOCIL) plans to 
increase the production of 
ethylene have advanced a step 
further with the grant of a 
foreign exchange loan of Rs one 
crore to import the necessary 
furnace. The company hopes to 
commission this additional 
naphtha cracking furnace of a 
high ethylene yield in early 
1973. This will increase consi¬ 
derably the company's produc¬ 
tion of ethylene which is pre¬ 
sently below the licensed capa¬ 
city of60,000 tonnes a year. The 
company expects to achieve the 
rated capacity by 1973 in an 
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effort to meet the rising de¬ 
mands from the markets. . 

Deridayal Cable Industries 
Ltd is diversifying its activities 
by entering into the field. of 
electronics, which being virtu¬ 
ally a virgin field in India holds 
out great promise and hand¬ 
some returns to the company. 
It has already received a letter 
of intent to manufacture 30,000 
tape recorders a year. It has 
also applied for permission to 
manufacture electronic desk-top 
calculators and hopes to secure 
it soon. The company has pur¬ 
chased 11 acres of land at Ban¬ 
galore to set up this electronics 
complex. It proposes to enter 
into a collaboration agreement 
with Vidyut Research Co. Pvt. 
Ltd, an Indo-American venture, 
which has already developed 
a prototype of electronic desk¬ 
top calculator. The project, 
which is expected to cost about 
Rs 25 lakhs, will be financed 
from internal sources and bor¬ 
rowings. Besides the company 
plans to venture into the 
manufacturing of diamond wire 
drawing dies with foreign colla¬ 
boration. It has already secur¬ 
ed a letter of intent to manu¬ 
facture 2500 dies per annum. 
Apart from making dies avail¬ 
able to ferrous and non-ferrous 
wire di awing industry, it will 
reduce company's cost of dies, 
thereby making its pioducts 
more competitive. 

Dunlop India has commenced 
production of tyres for the 
giant Boeing 747 planes at its 
Sahaganj factory in West Ben¬ 
gal. This is the first time that 
these tyres of highly sophisticat¬ 
ed types are being manufactured 
in the country. The tyres made 
by Dunlop India are capable of 
taking a load of 20,910 kgs. 
and are cleared for running at 
a speed of 362 kilometres per 
hour. The initial supply of 
Dunlop tyres will be delivered 
to Air-India shortly. These 
tyres are being manufactured 
entirely by Indian technicians 
on the basis of the technical 
know-how received from Dun¬ 
lop Ltd, UK. 

Modella Woollens has ob¬ 
tained a letter of intent for sett¬ 
ing up additional capacity of 
one million lb of wool (tops at 
its Chandigarh unit and is 
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awaiting the licence lor the 
import of capital goods. Mean¬ 
while construction of buildings 
necessary for the installation of 
the balancing equipment and 
expansion has been taken in 
hand. The working of the 
Chandigarh plant showed a 
distinct improvement over last 
vear and the management ex¬ 
pects production to be main¬ 
tained during the current year 
as well. In January last, the 
company received an import 
licence for Rs 18.67 lakhs for 
certain balancing equipment 
which would enable it to achieve 
the existing licensed capacity 
of the wool top unit. Orders are 
being placed and the machinery 
is expected to be received to¬ 
wards the end of the year. 
Arrangements have also been 
made for the indigenous 
machinery required for the pur¬ 
pose. 

With the commissioning of 
M.G. Machine Straw Products 
Ltd has completed the first 
phase of its expansion scheme. 
The second stage of the expan¬ 
sion programme is expected to 
be completed by the third quar- 
*cr of 1972. There is also a 
scheme for increasing the an¬ 
nual capacity for paper by 
3,000 tonnes and for boards by 
2,000 tonnes. A letter of intent 
for producing of 3,000 tonnes 
of paper has recently been 
received and for financing the 
expansion programme as well 
as escalation in cost for the 
projects in hand the company 
proposes to issue 55,000 (9.5 
per cent) preference shares of 
Rs 100 each at par to the pub¬ 
lic. 

New Venture 

Fairbanks-Morsc India Ltd, 

a new Indo-US venture, has 
been promoted to undertake 
the manufacture of a wide 
range • of turbines, special 
pumps and other types of high¬ 
ly sophisticated equipments. 
The company which holds a 
licence for manufacturing 4,000 
pumps per year is setting up a 
factory near Delhi. The plant is 
expected to go on stream by 
about the middle of this year. 
Starting with 2,000 pumps in 
the first year, the production 
is likely 'to reach the licensed 
capacity within three years. The 
promoters ate hopeful of ex¬ 


porting pumps worth about 
Rs 15 lakhs to south-east Asia 
in the first years itself. The 
company has an authorised 
capital of Rs 1 crore. Out of the 
proposed issued . capital of 
Rs 40 lakhs, the foreign colla¬ 
borators will take about Rs 
14 lakhs and shares worth Rs 
10 lakhs will be offered to the 
public. 

New Issues 

Sakthi Sugars Ltd entered the 
capita] market on May 29 tor 
mobilising resources of the 
order of Rs 28 lakhs in equity 
shares of Rs 10 each for Rs 21 
lakhs and in cumulative redeem¬ 
able preference shares of Rs 100 
each for Rs 7 lakhs. The pre¬ 
ference shares will be carrying 
an interest of 9.3 per cent 
per annum. The promoters, 
directors and their friends have 
agreed to take up equity shares 
worth Rs 10 lakhs. The balance 
of Rs 11 lakhs in equity shares 
of Rs 10 each and the entire 
preference capital of Rs 7 lakhs 
are being oilered to the public 
for subscription for cash at par. 
The list will close on June 16 
or earlier hut not before June 
14, 1972. The public issue is 
fully underwritten. The com¬ 
pany which has been steadily 
increasing the crushing capa¬ 
city, — almost doubled to 
2,500 tonnes daily in the past 
five years,---extending the area 
under cane and improving its 
quality,-is currently engaged in 
the construction of a distillery 
at Sakthinagar,, near Erode, 
adjacent to the company’s 
sugar factory. The capacity 
of the distillery, which is ex¬ 
pected to be in operation 
shortly, will be of the order of 
9.09 million litres per year. 
Molasses, the essential raw 
material, will be met from its 
sources to the extent of 2$,000 
tonnes while the balance of 
15,000 tonnes will be secured 
from other sugar factories in 
the neighbourhood. The cost 
of the project is estimated at 
Rs 75 lakhs including the work¬ 
ing capital of Rs 5 lakhs. 

Shalimar Paints Ltd is offer¬ 
ing for public subscription 
3,70,530 equity shares of Rs 10 
each for cash at par. The subs¬ 
cription for the- fully under¬ 
written issue opens on June 5 
and will close on June 14 or 


earlier but not before June 7. 
The issue is being made to 
raise Indian participation in 
the. company’s equity shore 
capital from 16 .25 per cent to 
40 per cent. The proceeds will 
be utilised in enlarging the 
business activities of the com¬ 
pany. The company which was 
the first large-scale unit to be 
established in the paint manu¬ 
facturing industry, has steadily 
expanded its manufacturing 
activities and to-day it is a 
leader in its field. Its plant 
situated at Goabaria near 
Calcutta has an annual installed 
capac’ty of 14,210 tonnes and 
is producing currently a very 
wide range of sophisticated 
paints, pigments, resins, var¬ 
nishes, oils and other allied 
products. The company’s sales 
which were Rs 5.24 crores in 
1969 increased to Rs 5.91 crores 
in 1970 and further to Rs 6.13 
crores in 1971. Its pre-tax pro¬ 
fit in 1971 was Rs 31 lakhs and 
there are firm indications that 
the pre-tax profit for 1972 will 
exceed definitely those for 
1971. On this basis an equity 
dividend of not less than eight 
per cent is expected to be paid 
for the current year. The new 
equity shares will be entitled 
to a pro-rata dividend from 
July 1,1972. 

Parikb Engineering and Body 
Building Co is setting a most 
modern body-building factory 
at Adityapur, the newly deve¬ 
loping suburb of Jamshedpur, 
for manufacturing different 
kinds of automobile bodies. In 
the first year of its operation 
the company intends to manu¬ 
facture 400 bus bodies and raise 
the capacity progressively to 
1500 bodies per year. To raise 
resources for financing this pro¬ 
ject, the company is offering 
for public subscription 100,000 
equity shares of Rs 10 each 
and 4,000 (9.5 per cent) re¬ 
deemable cumulative prefer¬ 
ence shares of Rs 100 each for 
cash at par. The subscription 
list opens on June 6 and will 
close on June 16 or earlier but 
not before June 9. The entire 
amount for equity and prefer¬ 
ence shares should be paid on 
application itself and the appli¬ 
cations are to be made for a 
minimum of 50 equity shares 
or multiples thereof and for a 
minimum of five preference 
shares or multiples thereof. 


The capital outlay on the pro¬ 
ject is estimated at Rs 40 lakhs. 

It is proposed to be met from, 
the proceeds of equity capital; 
of Rs 19 lakhs and preference! 
capital of Rs 6 lakhs, including: 
shares subscribed by the direc-, 
tors, promoters and their. 
friends and from bank borrow¬ 
ings amounting to Rs 15 lakhs., 
In view of the ever-increasing, 
need of the automobile indus- 1 
try for the products proposed 
to be manufactured by the : ‘ 
company, a ready market is ex¬ 
pected for its products. 

A, 

ModiRubber Ltd which holds 
an industrial licence for the 
manufacture of four lakh tyres 
and tubes annually is setting 
up a plant near Meerut, UP. 
The plant is being designed to 
process 16,000 tonnes per an¬ 
num of rubber compound into 
finished lyres and tubes. When 
the plant starts operating at the 
full rated capacity, it will be 
producing annually five lakh 
tyres and tubes. It has entered 
into a technical collaboration 
agreement with the Continen¬ 
tal Group of West Germany, 
it is heartening to note that 
the company had been given 
the right to use Continental’s 
horse brand mark as a regis¬ 
tered user. To raise resources 
for implementing this project % 
the company will be entering j 
the capital market towards the 1 
end of June with a public issue f 
of Rs 2.95 crores in 29,50,000 
equity shares of Rs 10 each at ■ 
par. Out of the public issue of 
Rs 2.95 crores, shares worth 
Rs 2.65 crores have been under¬ 
written while for the remaining 
share capital of Rs 30 lakhs the 
promoters have guaranteed to 
take up such portion of the 
shares which have not been 
subscribed to by the public. 
The total cost of the project 
is placed at Rs 18 crores which 
will be met by the share capital 
of Rs 6 crores and loans from 
financial institutions of Rs 12 
crores. The company expects 
to commence production in 
1974. 

Jotindra Steel and Tubes, 

Delhi, is issuing shortly to the 
public for subscription 2,10,000 
equity shares of Rs 10 each 
and 1,00,000 (9.5 per cent) 
redeemable cumulative pre¬ 
ference shares of Rs 10 each, 
both at par. The proceeds of 
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the issue will be utilised for 
ting pertly the project to 
manufacture black steel and 
galvanised pipes and tubes with 
a capacity of 8,000 tonnes per 
annum. The company has set 
:up a factory near Faridabad and 
the first line for the manufac¬ 
ture of black pipes of diametres 
2.5 inches to six inches was 
.commissioned towards the end 
I of last year. Trial runs were 
successfully completed in 
February and production on a 
commercial basis was started 
subsequently. During the year 
J ended March 1972, 5,000 

i tonnes of black and galvanised 
jpipes were produced. The 
I second line ol production for 
; manufacturing 0.5 inches to 
12.5 inches is in the 
j process of implementation. 
.Barring unforeseen circums¬ 
tances the management hopes 
;to complete this phase in the 
'course of this year and thus 
[achieve a substantial portion 
of its licensed capacity besides 
crossing the break-even point. 
The project will involve an out¬ 
lay of Rs 1 crore and it will be 
met by the share capital of Rs 
45 lakhs and term loan from 
the 1FC of Rs 55 lakhs. The 
directors arc hopeful of declar¬ 
ing a reasonable maiden 
dividend for the vear ending 
March 1973. 

TheSurat Electricity Company 
Ltd is oSering for public subs¬ 
cription 50,000 (eight per cent) 
convertible debentures of Rs 
. 100 each at par for cash pay- 
. able in full on application. De- 
■ benture holders will be entitled 
at their option to convert, dur¬ 
ing the financial years ending 
March 31, 1976 and 1977,22per 
cent of their holdings into fully 
, paid equity shares of Rs 100 
: each at a premium of 10 percent 
: of the nominal value of shares 
J i.e. in the ratio 10 fully paid 
' equity shares of Rs 100 each 
.for 11 fully paid debentures of 
Rs 100 each. The subscription 
list for the fully underwritten 
issue opened on May 29. It will 
close on June 13 or earlier but 
not before May 31, 1972. The 
proceeds of the issue will be 
utilised for financing capital ex¬ 
penditure on power distribution 
facilities within the licensed 
area of supply of the company 
and for repayment of louns. 

* # # 

The eight per cent convertible 


bonds of the Stgpdard Mills Co 
Ltd for Rs 2 cram which open¬ 
ed for subscription on May 24 
have been oversubscribed and 
the subscriptionjist was closed 
on May 27. 

The recent pnblic issue of 
1,20,000 equity shares of Rs 10 
each by Chemopslp Tissues Ltd 
had been over-subscribed. 
Hence the subscription list was 
closed on May 25. The list for 
preference shares was, however, 
kept open till May 27. 

Licences & Letters of 
Intent 

The following licences and 
letters of intent were issued 
under the Industries (Deve¬ 
lopment and Regulation) 
Act 1951, during the two 
weeks ended February 25, 
1972. The list contain names 
and addresses of the licen¬ 
sees, articles of manufacture 
types of licences- New Un¬ 
dertakings (NU); New 
Articles (NA); Substantial 
Expansion (SE): Carry on 
Business (COB); Shitting—and 
annual installed capacity. 

LICENCES ISSUED 

Ferrous Industries 

M/s Bhagwati Foundries 
Limited, Odhav Road, 
Ahmedabad-21. (Ahmcda- 
bad—Gujarat)- 1. S. G. 
Iron castings -200 tonnes 
p.a. 2. High Duty Cast Iron 
Castings including Alloy 
Iron Castings. 1080 Tonnes 
p.a. (COB); M/s India En¬ 
gineering & Construction 
Co. Ltd, 24/42, Birhana 
Road, Kanpur. (Uttar Pra¬ 
desh) -Steel tubular poles 
of various types—39,000 
Tonnes p.a. (after expan¬ 
sion) (SE); M/s Sakbry 
Engineering Corporation, 
C-3, Clive Building, Netaji 
Subhits Road, Calcutta. 

(Kamarhati-Calcutta - West 
Bengal)—Steel pipes & Tub¬ 
es—22,000 Tonnes p.a. (after 
expansion) (SE). 

Fuels 

The Director (Technical), 
National Coal Development 
Corporation Ltd, Darbhanga 
House, Ranchi. (Gorbi Col- 
licry-Dist. Sidhi-Madhya 
Pradesh)—Coal—I Million 


tonnes p.a. (NU). 

Prime Movers 

M/s Mahindra & Mahin- 
dra Ltd, Gateway Building, 
Apollo Bunder, Bombay-1. 
(Maharashtra) — Industrial 
Petrol Engines—500 Nos. 
per annum. (NA). 

Electrical Equipment 

M/s Indian Detonators 
Ltd, (Kukatpalli) Post Bag 
No. 1, Sanathnagar (I.E.) 
P.O., Hyderabad-18. (A.P.) 
(Andhra Pradesh)—Explod¬ 
ers (for gassy mines)—500 
Nos. p.a. (NA); M/s Rut- 
tonsha International Recti¬ 
fier Pvt. Ltd., International 
House, Bombay-Agra Road, 
Vikhroli, Bombay-83. (Bom¬ 
bay—Maharashtra)- 1. Sili¬ 
con Pellets—60,000 Nos. 
p.a. 2. Diodes upto 500 
amps.—60,000 Nos. per an¬ 
num (NU). 

Telecommunication 

M/s Bharat Electronics 
Ltd, P.O. Jalahalli, Banga¬ 
lore. (Mysore)—Germanium 
Semi conductors (Diodes & 
Transistors) — Exbansion 
from 16 million Nos. to 
20 million Nos. p.a. (SE); 
M/s Bharat Electronics Ltd, 
P.O, Jalahalli, Bangalore-13. 
(Mysore)—(a) T.V. Picture 
Tubes—1,00,000 Nos. p.a. 


(b) Cathode Ray Tubes— 
5,000 Nos. p,a. (NA) , 

Traasporiarien 


M/s Sri Ramdas Motor 
Transport Pvt. Ltd, Subhas 
Road, Post Box No. 42, 
Kahinada ( South India ) 
(Andhra Pradesh) — I. 
Water Pump Shafts — 36,000 
Nos. p.a. 2, Engine Bedding 
Bolts—15,000 Nos. p.a. 3. 
King Pin Thrust Washers— 
30,000 Nos. per annum. 4. 
Wheel Bolts — 6,00,000 Nos. 

& a. 5. Shackle Pins-2,40,000 
os. per annum. 6. Oil 
Seals (Cover Crank shaft 
Rear End) — 18,000 Nos. per 
annum. 7. King Pin Units— 
1,02,000 Nos. p.a. 8. Shaft 
Pump drive and Oil Pump 
Gear.—60,000 Nos. per an¬ 
num. 9. King Pin Thrust 
Bearings — 18,000 Nos per 
annum. 10 King Pin Bushes 
—72,000 Nos. per annum. 
11. Misc. Items; (Flange 
bolts, Intermediate shafts. 
Gear box counter shafts 
pump drive bushes, Hand 
brake swivel bearings, Ball 
crank pins, Vibration damp¬ 
er pins Brake shoe thrust 
linkpins, Hand brake pull 
red fork pins push rod and 
tie rod balls. Valve guides, 
stub axle spacers, KingPin 
stoppers, Axle studs, U- 
Clamps, Dust Caps etc.— 
3,60,000 Nos. p.a. (After 
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Expansion) (SE). Arcot-Dist. Tamil Nadu)— 

(1) Furftiral—6,000 tonnes 
Industrial Machinery ' p.a. (2) Furari Resins—600 

M/s Bengal Enamel tonnes P a ’ (NU )- 

Works Ltd, 41, Chowran- 
ghee Road, Calcutta-16. *** 

(Enamelnagar — 24 Parag- M/s Amravathi Sri 

nas—West Bengal) — Glass- Venkatesa Paper Mills 
lined vessels like Reactors, Ltd; Midapadi, Madathu- 
Receivers, Distillation col- kulam Post Coimbatore Dis- 
umns, Valves, pipes & fitt- trict, Tamil Nadu. (Mida- 
ings—Rs. 75 lakhs p.a. padi—Tamil Nadu)—!. Pulp 
(NA); M/s Mather Greaves —6,000 tonnes p.a. 2. 
Ltd, C/o Mather & Platt Printing and writing paper. 
Ltd, Udyog Bhavan, Wittct —6000 tonnes p.a. (after 
Road, Ballard Estate, Bom- expansion) (SE); M/s Hari- 
bay-1. (Poona — Maharash- har Polyfibres, 11-A/38, 
tra)—1. Calender Bowls— Cunningham Road, Banga- 
92 Nos. p.a. 2. Stenter Clips lore. (Kumarpatnam- 

—6,400 Nos. p.a. 3. Calender Mysore)—Rayon Grade 
Machines—4 Nos. per an- Pulp—30,000 tonnes p.a 
num. (COB); M/s National (COB); M/s Bombay Paper 
Machinery Manufacturers Manufacturing Company, 
Ltd, Stadium House, 81- 109, Shaikh Memon Street, 

83, Vir Nariman Road, Bombay-2. (Dombivali— 
Bombay-20. (BR) (Thana— Maharashtra)—M. G. Tis- 
Maharashtra) — Worsted sue Paper—1,300 tonnes p.a 
Ring frames—100 Nos. p.a. (SE). 

(within the overall licensed 
capacity of 1500 Nos. p.a. Food Processing 
of Ring Frames), (after Ex¬ 
pansion) (SE); M/s Preci- M/s Nektar Fruit Pro- 
sion Bearings India Ltd, ducts Pvt. Ltd, 10-1-19, 
‘Nirmal’, 14th Floor, Nari- Gandhi Road, Chittor (AP) 
man Point, Backbay Recla- (Iruvaram — Chittor—Andhra 
mation, Bombay-1. (Guja- Pradesh)—1. Mango Juice 
rat >—Ball and Cylindrical —3,000 tonnes p.a. 2. 
Roller Bearings — 28,82,000 Tamota Juice & Paste- 
Nos. p.a. (SE). 3,000 tonnes p.a. 3. Pickle, 

, , , ..... James, Jellies and Squashes. 

Agricultural Machinery —500 tonnes p.a. (COB). 


M/s Syntex Tube Works, 
Plant Protection Division, 

J.K. Cotton Mills Premises, 
Kalpi Road, Kanpur. (Kan¬ 
pur—Uttar Pradesh)—Agri¬ 
cultural Sprayers and 
Dusters—1000 Nos. p.a. 
(COB); M/s Steyr India 
Limited, 7B/4, Poorvi Marge, 
New Delhi-60. (Bangalore— 
Mysore)—Agricultural Trac¬ 
tors ‘Steyr’ (Model 540) 
(44 HP)—12,000 Nos. p.a. 
(NU). 

Chemicals 

M/s Polychem Ltd, 7, 

Jamshedji Tata Road, Chur- 
chgate Reclamation, Bom- 
bay-20 BR. (Bombay— 
Maharashtra)—Diyinyl ben¬ 
zene—150 tonnes p.a. 
(COB); M/s Southern' Agri- 

furane Industries Limited, 

‘South India House’, 99, 
Armenian Street, Madras-1. 
(Mandiam—Bakkam South 


Timber Products 

M/s Mysore Commercial 
Union Ltd, Yeshvantpur, 
Bangalore-22. (Mangalore- 
Mysore) — Veneer—41,85,000 
Sq. Metres. (COB). 

Letters of Intent 
Industries; Ferrous 

M/s Janta Steel & Metal Co¬ 
operative Industrial Society 
Ltd, 5948-Ballimhran, Delhi-6. 
(Faridabad-Haryana)—1. High 
Tensile Wire 20.40 SWG — 
7,000 tonnes, p.a. 2, Copper 
coated wire 19-32 SWG. — 
1,000 tonnes p.a. 3. Mild Steel 
Wire 19-40 SWG — 2,000 
tonnes p.a. 4. Galvanised Iron 
wire 20-40 SWG—2,000 tonnes 
p.a. 5. Tinned ' wire 20-34 
SWG—1,000 tonnes p.a. 

(Total capacity being 


13,000 tonnes p.a.) (SE). 
Shri Kamlesh Kumar Rathi; 
F-7A, Hauz Khas, Enclave, 
New Delhi-16. (Ghaziabad- 
Meerut-Uttar Pradesh) — 
(1) Castellated be ams — 
10,000 tonnes p.a. (b) Broad 
flanged beams, T. Sections 
& its connected fabrications 
—7,500 tonnes per annum, 
(c) Steel Structural fabri¬ 
cations — 10,000 tonnes p.a. 
(NU). 

Industries; Non-Ferrous 

The Indian Aluminium 
Cables Ltd, 21-A, Hima¬ 
laya House, 2nd Floor, 
Kasturba Gandhi Marg, 
New Delhi-1. (Haryana)— 
1. Aluminium Bearing Me¬ 
tal Alloy (covered under 
Indian Patent No. 87430) — 
600 tonnes p.a. 2. Alumi¬ 
nium alloys including alu¬ 
minium die casting alloys 
(in replacement of brass, 
bronze and Zinc die casting 
alloys) — 300 tonnes p.a. 
(NA); M/s Jyoti Trading 
Corporation, A-2/133, Saf- 
derjang Enclave, Ring Road, 
New Delhi-16. (Uttar Pra¬ 
desh or Haryana) — Alumi¬ 
nium Irrigation tubing and 
miscellaneous tubing — 1800 
tonnes p.a. (NU). 

Telecommunication 

Shri Parmeshwarlal Gc- 
neriwala, E-3, Gillander 
House, Calcutta-1. (Uttar 
Pradesh / Haryana / Delhi)— 
Magnetic Tapes— 40 million 
running meters (NU); Shri 
Rishi Prakash, D-10, Kamla 
Nagar, Delhi-7. (Uttar 
Pradesh) — Magnetic Tapes 
— 40 million running meters 
(NU); Shri R. G. Poddar, 
148, Hazaribagh Road, 
Ranchi (Bihar) (Bihar)— 
Magnetic Tapes — 40 million 
running meters. (NU); Shri 
Suresh Nanda, 12, King 
George's Avenue, New 
Delhi-11. (Haryana) — Mag¬ 
netic Tapes — 40 million run¬ 
ning meters. (NU); Mr G. 
Agarwal, C/o G. C. Agar- 
wal, 6/23, Jindal House, 
8A, Alipur Road, Calcutta. 
(Mysore/Rajasthan) — Mag¬ 
netic Tapes — 40 million run¬ 
ning meters. (NU); Shri Kri- 
shan Kumar Mohta, 26, 
Aurangzeb Road, New 
Delhi-1. (Delhi/ Haryana/ 


Uttar Pradesh) — Magnetic 
Tapes — 40 million running 
meters. (NU); Shri Harynsh' 
Pal Gugnani, Ishwar Gupta, 
19/78 Punjabi Bagh, New' 
Delhi-26. (Haryana) — Mag-i 
netic Tapes—40 million' 
running meters* (NU); M/s 
Electronics Corporation of 
India Limited, Industrial 1 
Development Area, Cher-' 
lapalli, Hyderabad. (An¬ 
dhra Pradesh) — Two-way * 
wireless communication sets ; 
(HF, VHF, UHF 2 micro¬ 
wave ranges)—2,000 Nos. 
p.a. (NU). 

Transportation 

M/s Som Prakash Rekhi, 
Zeta India, 50-A$hoka Park 
Extension, Delhi-35. (State 
not indicated) — Passenger 
Cars—50,000 Nos. p.a. 
(NU). 

Industrial Machinery 

M/s Lakshmi Machine 
Works Ltd, 348, Avanashi 
Road, Coimbatore - 18. 
(Coimbatore-Tamil Nadu) 
—Automatic Pirn Winders 
(Types MS, MSL, MSK and 
MSKL).—60 machines of 

36 spindles each (NA); 
M/s lndequip Engineering 
Ltd, Reid Road, Ahmeda- S 
bad-2. (Ahmedabad-1 

Gujarat)—Rolls 10 High u 
speed Winders—100 Nos. * 
per annum. (NA); M/s, 

Otis Elevator Co. (India) f 
Ltd, Gateway Building, 
Apollo Building, Bombay-1. 
(Bombay - Maharashtra)— * 
Escalators and Travolat¬ 
ors—24 Nos. p.a. (NA) 

Engineering 

M/s Ferbcs Forbes Camp¬ 
bell S\ Co. Ltd, Forbes 
Building, Home Street, Bom¬ 
bay-1. (Bombay-Mahara- 
shtra)—Threading Tapes— 
Capacity after expansion 
is 40 lakhs Nos. p.a. (SE). 

Industrial Instrument 

M/s Bestobell India Pvt. 
Ltd, ‘Grosvenor House’ 
21-Camac Street, Calcutta- 
16. (Calcutta - West Ben¬ 
gal)—1. Rigid Stem Dials 
Thermometers — Expansion 
from 1500 Nos. p.a. to 5000 
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4os. per annum. 2. Distance 
fype Dial Thermometers Ex- 
mnsion from 1500 Nos. 
ter annum to 5900 Nos. p.a. 

i. Mersteel Temperature 
Recorders—Expansion from 
300 Nos. p.a. to 2,000 Nos. 

j. a. (SE). 

'Mathematical Instruments 

M/s The Accurate Engi¬ 
neering Company Pvt Ltd, 
»7, Hadapsar Industrial 
iistate, Poona-13. (Poona- 
ivlaharashtra)-1. Plain 

Limit Gauges—50,000 Nos. 

| Quantity) Rs. 30.00 Lakhs 
•t.a. 2. Vernier Calipers and 
Allied Equipments incor- 
X) rating Vernier Scales— 
40,000 Nos. (Qty.) Rs. 20.00 
Lakhs p.a. 3. Micrometers 
af various Types. —25,000 
Nos. (Qty.) Rs. 18.75 Lakhs. 

4. Electronic comparators 
and Accessories—200 sets 
(Qty.) Rs. 4.00 Lakhs p.a. 

5. Pneumatic Gauges with 
accessories—200 sets (Qty) 
Rs. 4.00 lakhs p.a. 6. Limit 
Thread Gauges such as 
Thread Plug and Rings etc. 
—10,000 Nos. (Qty.) Rs. 
10.00 Lakhs p.a. 7. Slip 
Gauges—120 Sets (Qty.) 
Rs. 2.40 Lakhs p.a. 8. 
Mechanical Dial Indicator 
Gauges, accessories and 
other inspection equipment 
with Dial Gauges—2,500 
Nos. (Qty.) Rs. 2.50 Lakhs 
.p.a. 9. Measuring Machin¬ 
es—Rs. 1.50 Lakhs p.a. 10. 
;Other Measuring Tools, 
instruments and accessories 
used in engineering work¬ 
shop and Industry—Rs 
1.00 Lakh p.a. II. Inspec¬ 
tion accessories such as 
sine Bars, Sine Tables, Com¬ 
parator stands Slip Gauges 
Holders—Rs. 1.50 lakhs p.a. 
(NA). 

Chemicals 

The Managing Director, 
Gujarat Industrial Develop¬ 


ment Corporation Ltd., 4th 
Floor, Natraj Chambers, 
Ashram Road, Ahmedabad. 
(Baroda-Gujarat) — Carbon 
Black—10,000 tonnes p.a. 
(NU); M/s Premier Vegeta¬ 
ble Products Ltd, 35, Indus' 
trial Area, Jhotwara, Jai¬ 
pur. (Jaipur - Rajasthan) — 
Oxygen Gas—0.45 million 
Nos. per annum. (NA); M/s 
Hindustan Oxygen and Ac¬ 
etylene Company, 65, Cot¬ 
ton Street, 4th Floor, Cal¬ 
cutta-7. (Jhansi-Uttar Pra¬ 
desh) — Oxygen Gas — 0.45 
million Cu. meters p.a. Dis¬ 
solved Acetylene Gas — 0.10 
million Cu. meters per an¬ 
num. (NU); Shri M. S. Patel, 
Shanti Sadan, Tilak Road, 
Bombay. (Anchal Potka- 
Musabani-Distt. Singhbum- 
Bihar) — Vanadium Pento- 
xide — 1800 tonnes p.a. 
(NU); Shri T. G. Krishna- 
murthy. Industrialist, Adoni, 
Kurnool Distt. Andhra Pra¬ 
desh. (Adoni-Distt. Kur- 
nool-Andhra Pradesh) — 
Nitro-Collulose — 1,000 ton¬ 
nes p.a. (NU); Shri K. Rama 
Rao Manay, 399, Avenue 
Road, Bangalore-2. (Banga¬ 
lore - Mysore) — Electroly¬ 
tic Manganese Dioxide— 
—4000 tonnes p.a. (NU); 
Shri Chandra Kishore Kaj- 
riwal, 26-B, Aurangzeb 
Road, New Delhi. (Goa)— 
Electrolytic manganese Dio¬ 
xide — 3,400 tonnes p.a. 
(NU). 

Dye-Stuffs 

M/s Indian Dyestuff In¬ 
dustries Ltd, Mafatlal 
House, Backbay Reclama¬ 
tion, Bombay-20 BR. 
(Maharashtra) — Reactive 
Dyes—180 tonnes p.a. (NA) 

Drugs 

Pharmaceuticals 

M/s Bayer (India) Ltd, 
82, Veer Nariman Road, 
Bombay-20. (Bombay- 


Maharashtra)—1. Acaprin 
5% solution—300 litres p.a. 
2. Aricyl 5% solution—1000 
litres p.a. 3.Asuntol—5,000 
Kg. p.a. 4. Catosal—1,000 
Litres p.a. 5. Mansonil 
—2,000 Kg. p.a. 6. Masti- 
cillin-C—1,500 Kg. p.a. 
7. Masticillin-M—1500 Kg. 
p.a. 8. Neguvon—2,000 Kg. 
p.a. 9. Odylen—20,000 Kg. 
p.a. 10. Paoutrin—20,000 
Kg. p.a. 11. Maphenide- 
Prontalbin—2,000 Kg. p.a. 
(NA/SE); M/s Cibatul 
Limited, P.O. Atul (W. 
Rly.) Distt. Bulsar, Gujarat. 
(Gujarat)—Sulfa Drugs— 
Expansion from 160 tonnes 
to 240 tonnes p.a. Expan¬ 
sion will, however, be in 
respect of the following four 
Sulfa Drugs:—(i) Sulfa- 
thiazolc Sodium, (ii) Sul- 
fasomidine Sodium. (iii) 
(Sulfaphenazole Sodium, 
(iv) Sulfadiazine Acetyle 
of Sodium. (SE). 

Textiles 

Shri Avinash C. Suri, 
(Industrial Consultants), 
473 K. Block New Alipore, 
Calcutta-53. (Rajasthan)— 
Decorative rugs and car¬ 
pets. (NU). 

Paper 

M/s The West Coast Pa¬ 
per Mills Ltd, Shreeniwas 
House, Waudby Road, Fort, 
Bombay-1. (Dandeli-My- 
sore)—Pulp and Paper— 
60,000 tonnes p.a. (alter 
expansion) (SE); Shri M.M. 
Chopra, B-258, Greater 
Kailash-I, New Delhi-48. 
(Bulandshahar-Uttar Pra¬ 
desh)—Laminated Paper 
and Board—3,000 tonnes. 
p.a. (NU). 

Rubber Goods 

M/s Abohar Cotton Co. 
Pvt. Ltd, B-26, Greater 


Kailash, New Delhi-48. 
(Uttar Pradesh)—Reclaim 
Rubber—2,500 tonnes p.a. 
(NU); M/s J. K. Indus¬ 
tries * Pvt Ltd, 7, Council 
House Street, Calcutta. 

(Rajasthan) — Automobile 
Tyres and Tubes—3,00,000 
Nos. p.a. (NU). 

Glass 

M/s Rajasthan State 

Industrial Mineral Deve¬ 
lopment Corporation Ltd, 

100, Jawahar Lai Nehru 
Marg, Jaipur. (Jaipur- 

Rajasthan)—1. Glass Shells 
and Miniature and other 
types of special Lamps—30 
million Nos. p.a. 2. Lead 
glass tubing (stem tubing 
and exhaust tubing)—6 
million Nos. p.a. (NU). 

Cement 

M/s Cement Corporation 
of India Ltd, Herald House, 
5A, Bahadur Shah Zafar 
Marg, New Delhi-1. (Vill. 
Baruwala, Dist. Dehradun- 
Uttar Pradesh)—Portland 
Cement—2,00,000 tonnes 
per annum (NU) 

Changes In the names of 
Owners/undertaking 

For M/s Globe Industries 
Pvt. Ltd., A-355. Defence 
colony, New Dclhi-3. to 
M/s Globe steerings Ltd, A- 
335, Defence Colony, New 
Delhi For M/s Sapeic India 
Ltd, to M/s Indian Detona¬ 
tors Ltd, P. B. No. 1, Sanat- 
nagar (I.E.) P.O. Hydera¬ 
bad-18. 

Licences Revoked or 
Surrenderod 

M/s The Bengal National 
Textile Mills, Calcutta- 
Woollen yarn. 
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Money in International Trade 


Theory of Datenatfonal Trade aad Money: U.N. Ghosh; S. Chand ft Co. (Pvt) Ltd, 
New Delhi; 1972; Pp 180; Price Rs. 20. 

Fearer Deve l opment la India; K. Venkataraman; Wiley Eastern Private Ltd, New Delhi; 
1972; Pp 166; Trice not given. 

Financial Appraisal of Farm Investment: Bombay Agricultural Refinance Corporation; 
Pp 180; nice Rs 10. 

Iatematioaal Trade and Development: Indian Institute of Foreign Trade, New Delhi; 
1972; Pp 358; Price Rs 25. 

Deposits with Non-Banking Companies aad Monetary Policy: Mohandas Saravane; 
Thakar ft Co. Ltd, Bombay; 1972; Pp 88; Price Rs 15. 


Personal Taxation in India: O.P. Chawla; 

Pp 242; Price Rs 20. 

Most theorizing on international trade 
even today is mainly in terms of the 
Ricardian comparative advantage which 
basically refers to a static or stationary 
condition. According to Dr Ghosh in his 
Theory oj International Trade and Money 
the most baffling factor in the movement 
of international trade has been money. 
Is it controlled by real economic move¬ 
ments or does it control the movements 
of real factors? The Ricardian theory 
and the subsequent refinements kept 
money out as it were of real economics 
and treated it as self-adjusting mechanism 
and thus introduced an ambiguity that has 
persisted throughout. Even at present 
foreign exchange rates are for ail practi¬ 
cal purposes treated separately from real 
trade movements. The author therefore 
rightly feels that the role of money in 
international trade should be re-investi- 
gated and “the significance of interna¬ 
tional money and finance re-discovered so 
that the duality of pure theory and mone¬ 
tary theory is removed.” 

vital reqnirement 

In his thesis the author maintains that 
there is much talk about prices and ex¬ 
change rates but very little about the role 
of the monetary and financial relations 
that is so important for trade. Interna¬ 
tional finance is treated as a system out¬ 
side the trade in goods and services. Yet 
international investment and financing of 
current trade are vital for international 
trade. What these have to do with prices 
and exchange rates are matters that need 
investigation. Obviously the international 
or cominon money (gold) has something 
to do with the international trade equili¬ 
brium in most theoretical analysis; 
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but the author rightly maintains that the 
gold exchange standard conceals and even 
distorts the role of the common money 
and financing for the simple reason that 
except for a few currencies, none are 
convertible even externally into gold and 
none probably maintains any relation 
between declared gold parities and inter¬ 
nal prices. This divorce between external 
and internal values of money creates many 
distortions. 

confidence crisis 

The author has emphasised that the 
only reason why nations of the west and 
rest of the world keep to die gold ex¬ 
change standard is that they cannot think 
of anything better. There is no immediate 
prospect of the abandonment of the gold 
exchange standard for it has been woven 
into national prestige and power. And 
yet we all know that the gold exchange 
standard is not only unstable but is also 
subject to repeated confidence crises. 

The proposal for a common currency 
is often made,.debated and laid aside. The 
difficulties are magnified because in the 
IMF most nations hold shares not 
only in gold but also in national curren¬ 
cies. • This implies that national curren¬ 
cies are not intended to be suppressed. 
But the author has rightly emphasised that 
unless there is a common currency, not 
only the exchange rate crises will conti¬ 
nue but the threat to liquidity of inter¬ 
national reserves will not vanish. The 
tyranny of established ideology is always 
very great, especially when it suits na¬ 
tional interests of some rich and powerful 
nations. 

And therefore if the world economic 
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development and common market arc 
to become real, new approaches instead 
of purely national approach will be neces¬ 
sary for ‘‘the sum of the nations does not 
amount to the world nor the economic 
systems add up to the world economy.' 
“The introduction of a common currency 
will go a long way towards the rearrange¬ 
ment of national economies on the basis 
of real interdependence based on inter¬ 
national division of labour and economic 
movements of capital and technology to 
the best advantage of all. For the ulti¬ 
mate effect of international trade 
should be the growth and development of 
the world economy and not merely of 
some national economies. The author has 
concluded that the way is unknown and 
hard; but it must be found out and ad¬ 
ventured into. 

The world has been repeatedly experi¬ 
encing foreign exchange crises and there 
is no doubt that the existence of different 
national currencies and manipulation of 
exchange rates have very much distorted 
the quantum and pattern of international 
trade and hence of international divi¬ 
sion of labour. And yet our national 
proclivities are very powerful and one 
wonders whether in the near future most 
nations would agree to the substitution 
of international monetary standard for 
national currencies. And yet the world 
must move in the direction of a common 
currency if the world economy as a whole 
is to progress for the benefit of all man¬ 
kind. The Special Drawing Rights Scheme 
is an extremely tentative step in that direc¬ 
tion. 

Dr Ghosh though thinking much ahead 
of his times has put forward in a very 
convincing way the case for a common 
currency. It is a provocative book ably 
written. It is rarely that Indian economists 
venture into theoretical field, much less 
into the formulation of new theories. Dr 
Ghosh has made an attempt to do it and 
has done it fairly satisfactorily. 

Power Development 

Power Development in India is the first 
book to deal with the financial aspect of 
this subject, v 

In an underdeveloped country electricity 
and transport are the two major consumers 
of capitai in early stages of develop¬ 
ment. Electricity is one of the essen- 
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dial ingredients of development and in¬ 
vestment in power generation which 
Sis an important overhead should receive 
idue consideration. What is more, power 
generation, transmission and distribution 
^constitute an important public sector in¬ 
dustry in India in which since 1950-51 
About Rs 4000 crores have been invested. 
J The lion’s share of power generation in 
!India is handled by the electricity boards 
[established by various states. The finances 
lof the electricity boards therefore ought to 
constitute an important area of public 
sector financing. It is only in recent years 
tlhat there is a growing recognition that the 
^finances of electricity boards constitute a 
[•major area of study. Naturally such a 
''study of the finances of electricity boards 
[’ought to cover not only the methods of 
[•financing capital programmes but also 
•■the composition of their operating reve¬ 
nues as well as the operating expenses, 
‘^provision for depreciation, payment of 
'.interest, repayment of loans and so on. 

| another dimension 

: There is another dimension to the prob- 

* lem. Brunt of the responsibility of power 
jdevelopment in India has fallen on the 

shoulders of the stales. The state finances 
3 in India have tended to exhibit a funda¬ 
mental disequilibrium arising out of the 
! distribution of powers and financial re- 
i sources. Power development has been the 
I major recipient of capital assistance given 
. by the centre. These loans constitute a 
. topic of current debate on central assis- 
- tance to states. The problem of repayment 
-of these loans by states is a major one, 
] since the states pass on these loans to the 
f electricity boards. Electricity financing 

* in India has therefore a major dimension 
. in the shape of centre-state financial re- 
1 lations. This aspect has however not rc- 

< ccivcd due attention either. 

< 

A Another dimension to the financial 
-problem of power development is added 
J by the fact that power generating machi- 
.1 nery requires a good deal of foreign ex- 

< change. Aid has been received from vari- 
.< ous countries for power stations in India 
' j and the terms of such aid have varied. This 

means that as the equipment has come 
1 from different countries, at least to some 
'• extent, power generation in terms of main¬ 
tenance problems is tied to particular 
t countries. Also, closely related to the 
, dependence of foreign equipment so far is 
‘ the question of the indigenous manu- 
1 facturing capacity which is being developed 
J in India. Two public sector companies 
I with a total investment of Rs 250 crores 
have been set up for the manufacture of 

< heavey electrical equipment. Apart from 
manufacture of generating equipment, the 
process of generation and distribution of 

, electricity is supported by a whole host 
of electrical engineering industries. Here¬ 


in lie sane aspects o t the inter-industry 
implications of power development. 

In addition to the above financial issues, 
there ate many other problems that have 
to be studied. The cost of generation of 
power and its transmission and distribu¬ 
tion constitutes one area of study; 
the economics of rural electrification is 
yet another area. The cost of hydro and 
thermal power generation and the choice 
between them, the economics of composite 
irrigation and power projects are other 
issues. Then there is the economics of 
construction, transmission, distribution 
and maintenance and the optimisation of 
load utilisation. The advent of nuclear 
power also brings to the fore the economic 
problems of nuclear power develop¬ 
ment. Since the future trends and costs of 
power generation and distribution are a 
matter of great importance to the nation, 
the author has made an attempt in this 
book to study some of the financial prob¬ 
lems such as the finances of the 
electricity boards, the tariff policies, the 
centre-state dimensions of electricity fin¬ 
ancing and the relation between foreign 
aid and electricity development. 

scope for improvement 

After analysing some of the above 
problems, the author has come to the con¬ 
clusion that there is definite scope for 
improvement at various levels — opera¬ 
tional, administrative and policy-making. 
For long, according to the author, there 
has been an absence of concerted thinking 
on the financial aspects of power develop¬ 
ment and considerable damage has al¬ 
ready been done. In such a context, sub¬ 
stantive and sustained improvements are 
called for and would need to be imple¬ 
mented with a sense of urgency and direc¬ 
tion. According to the author the 
scope for improvement exists both by way 
of cost reduction as also optimisation of 
revenue. The working of the electricity 
boards in the past has been marked in 
most cases by bad management, poor 
load development and huge transmission 
losses, not merely due to technical defects 
but also due to undetected pilferage. 
Obviously the running of these boards 
has no been treated as a business proposi¬ 
tion. What needs to be done immediately 
is that there should be a critical review 
by each state government of the working 
of the electricity boards followed by in¬ 
fusion of new and modern methods which 
would enable these boards to function 
in an efficient manner as commercial 
corporations and not merely as govern¬ 
ment departments. It is gratifying to 
note that at least some electricity boards 
are taking steps in this direction and es¬ 
pecially in respect of load development 
and load dispersal which have important 
financial implications. 

The author has drawn attention to an- 


oAerimportant aspect. ffe'is ofthe opt* 
nion that little or no attention has been 
paid so far to tackle the problem of toad 
dispersion in the sense of flattening the 
peak demand. The demand for more and 
more power should be met not merely 
by more and more generation .but by a 
policy of power load dispersion. Con- 
sidering the need to disperse :the /load, fit 
may be worthwhile for the electricity 
boards to adopt special measures to induce 
consumers. For example, no attempt has 
been made to provide electricity for tube 
wells and irrigation wells at night (i.e. off 
peak period) which may be offered at low 
rates. Once the electricity boards begin to 
exercise their minds vigorously on the sub* 
ject, it is possible that various measures for 
improvements can be thought'of. Trans* 
mission facilities would be an important 
means of load development which so far 
has been met only by generating more po¬ 
wer. The investment made in transmission 
and distribution during the first three 
plans has been considerably less than pro¬ 
portionate to investment in generation. 

Another policy aspect is the ‘mix* of 
hydro and thermal schemes. Thus the 
Power Economy Committee has sug¬ 
gested that for some time in the past there 
has been a bias in policy towards thermal 
stations which needs to be corrected in 
coming years. The author has rightly 
stressed that at any given time the most 
economic sources have to be tapped. 

nuclear power 

As regards the question of nuclear po¬ 
wer in India, there is the financial and eco¬ 
nomic aspect. But the arguments for and 
against the introduction of nuclear power 
programme are for all practical purposes 
unnecessary since already Tarapur Power 
Station has begun functioning and two 
more power stations in Rajasthan and 
Madras are under construction. Though 
one school maintains that India is un¬ 
doubtedly on the right side in this respect 
as nuclear power stations are stationed in 
places where hydro power is not readily 
available and coal has to be carried over 
long distances, the fact remains that in 
regard to nuclear power generation, other 
than strictly financial considerations are 
involved. But the author maintains that 
we have not so far had sufficient evidence 
to judge whether the decision to introduce 
nuclear power has been right in financial 
terms. 

All this is sufficient to highlight the fact 
that the future power programmes have 
to be carefully drawn and implemented* 
keeping in view the financial aspects. Ac¬ 
cording to the author the benefits of better 
financial management should first of all 
go to relieve the state government! who 
are bearing indirectly the financial'COnse* 
quences of ill-planned power development 
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and distribution^ If all these problems 
would be succeifully tackled, a very signi¬ 
ficant area of lnfrastructure development 
would have been covered for the greater 
benefit of the entire Indian economy. 

One some times wonders how the im¬ 
portant problem of the economics of po¬ 
wer development remained untouched for 
so long. It is therefore extremely hearten¬ 
ing that K. Venkataraman has broken 
new ground and has successfully drawn 
attention to some of the financial aspects 
of power development programme. He 
may not have suggested the solutions to 
all the problems referred to above, but to 
have drawn attention to the problems is in 
itself a significant service for which the 
author deservics compliments. 

Farm Investment 

The participation of co-operative central 
land development banks and commercial 
banks has been growing not only in the 
sphere of agricultural credit projects but 
also in the financing of agricultural in¬ 
vestments generally. The Bombay Agri¬ 
cultural Refinance Corporation therefore 
iclt that some method of assessing the 
financial feasibility of each loan would 
be useful to the co-operative and com¬ 
mercial bank officials connected with the 
problems of agricultural finance. It was 
felt that it would provide guidelines for 
them since there is nothing at present to 
fall back on. It is impossible to over¬ 
emphasise the importance of these guide¬ 
lines and hence the importance of Financ¬ 
ial Apprais al erf Farm Investment 

Though the guidelines have been drawn 
up to facilitate the appraisal of six of the 
most common farm investments (namely 
construction of dugwells and tubewells, 
setting up of river lift irrigation units in 
private and co-operative sectors, conver¬ 
sion of existing wells into dug-cum-bore 
wells, land shaping under canal systems, 
installation of pump-sets on existing wells 
and purchase of tractors), according to 
the author, they can be used with suitable 
modifications for the appraisal of other 
farm investments as well. 

It is rightly insisted in this book that for 
initiating appraisal work, each bank should 
have at its disposal services of technical 
staff including agricultural economists, 
irrigation engineers and hydrogeologists 
consituting a small technical division sta¬ 
tioned at the head offices of banks 
but capable of doing a great deal of field 
work. The Bombay Agricultural Refi¬ 
nance Corporation may have to help the 
banks in this endeavour. 

As regards the main aspects of appraisal 
work the publication says that financial 
appraisal of a farm investment may be 
said to refer to “the profitability of the 
particular investment in terms of benefit 


i.e., incremental income and cost." When 
a bank considers financing a project, it 
has to satisfy broadly the points of view 
of the financing bank itself as also of the 
cultivator. From the cultivator's point 
of view an investment proposed by him 
would be worthwhile if the benefit ex¬ 
pected from the investment throughout 
its useful life will exceed its cost. From 
the bank’s point of view the financing of 
the same project would be worthwhile, 
if the incremental income therefrom is 
adequate to enable the cultivator to pay 
back the loan, together with interest with¬ 
in the prescribed period and leave some 
surplus income to the cultivator. 

As regards loans, the primary considera¬ 
tion which weighs with the bank is the 
need to balance the maturities of their 
borrowed resources such as time deposits 
and debentures and secondly the need to 
achieve quick turnover. It is insisted that 
the determination of the amount of invest¬ 
ment loans by banks be fixed in the light 
of estimated investment cost and the 
contributions (down payment) they 
expect from the borrowers towards the 
investment cost. The determination of 
the size of the contribution by borrowers 
may be guided by factors such as “the 
borrowers’ financial position, their capa¬ 
city to contribute labour required for 
construction works, the desirability of 
borrowers having a personal stake in the 
investments and the need for banks to 
spread their resources widely among far¬ 
mers." The rate of interest should be fixed 
from time to time having regard to cost 
which the banks have to incur on raising 
time deposits and debentures, administra¬ 
tive expenses, considerations of profitabi¬ 
lity and related factors. 

capacity to pay 

According to the thesis put forward in 
the book, the financing of an investment 
is worthwhile for a bank, if the annual 
income therefrom is expected to suffice 
for meeting the annual repayment instal¬ 
ment of the investment loan und leave 
some surplus with the farmer, i.e. to put 
it differently the investment should gene¬ 
rate adequate capacity to pay. 

Co-operative and commercial banks 
have been since recently undertaking in 
a big way provision of finance for agricul¬ 
tural ihvestment. Unfortunately they have 
had no concrete guidelines. It is therefore 
very opportune that the Bombay Agricul¬ 
tural Refinance Corporation has brought 
out this booklet providing detailed guide¬ 
lines. If the financing banks familarise 
themselves with these guidelines as also 
with local agricultural conditions and 
the position of each individual 
borrower, there is no doubt that these 
guidelines will serve a useful purpose. 
Within the broad framework, financing 


banks can introduce much sophistication 
and refinements. There is so much of vari¬ 
ation in Indian agricultural conditions 
that it will almost be impossible to reduce 
them to any standardised categories. And 
yet when thousands of borrowers* appli¬ 
cations are to be dealt with, the financing 
banks will have to devise some standar¬ 
dised forms and measures for appraisal 
work. The schedules provided in his 
book arc comprehensive enough for fairly 
satisfactory financial appraisal work. 

This pioneering work in the field of 
financial appraisal of loans to agricultur¬ 
ists should be a boon to the financing 
bank officials who arc at present groping 
in the dark which explains the big arrears 
of agricultural loans granted and high 
proportion of bad debts. 

Trade and Development 

II was extremely appropriate and imagi¬ 
native on the part of the Indian Institute 
of Foreign Trade, New Delhi, to have 
brought out International Trade and 
Development whicli contains resolutions, 
declarations and decisions of UNCTAD I 
and UNCTAD II as also other relevant 
papers such as Lima Declaration And the 
provisional agenda for UNCTAD III on 
the eve of the meeting of the UNCTAD 
III during April 13 — May 17, 1972 at 
Santiago in Chile. The session of the 
UNCTAD III has just ended and it would 
therefore be instructive to look back to 
see what ail the UNCTAD is intended 
to achieve. 

There arc all the important documents 
connected with the United Nations Con¬ 
ference on Trade and Development 
(UNCTAD). There is the original resolu¬ 
tion passed by the nineteenth session 
of the General Assembly establishing the 
UNCTAD, realising that “international 
trade is an important instrument for eco¬ 
nomic development.” In view of the subse¬ 
quent developments and especially what 
is happening at the UNCTAD III, it is 
amusing to note the objectives contained 
in the provisions. The aim of the 
UNCTAD is stated to be to promote 
trade between countries at different stages 
of development with different social and 
economic systems with an aim of helping 
the developing countries. The original 
document contains all the details regard¬ 
ing Trade and Development Board, its 
composition, functions, voting, financial 
arrangements and future institutional 
arrangements. 

The original document is followed by 
the Charter of Algiers adopted by the 
ministerial meeting of the Group of 77 
on October 24, 1967. This charter drew 
attention to the fact that the lot of more 
than a billion people of developing count¬ 
ries continues to deteriorate as a result of 
the trends in international trade, that while 
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developed countries are adding annually 
approximately 60 dollan to the per capita 
income of their people, the average in¬ 
crease of per capita income in developing 
world amounts to less than two dollars per 
annum, that the share of developing count¬ 
ries in total world exports declined from 
27 per cent in 1953 to only 19.3 per cent 
in 1966, that the purchasing power of ex¬ 
ports from developing countries has been 
steadily declining, increasing the indeb¬ 
tedness of developing countries, external 
public debt alone increasing from 10 bil¬ 
lion dollars in 1955 to <40 billion in 1966, 
that since UNCTAD I, no new commo¬ 
dity agreements on primary products of 
interest to developing countries have been 
concluded, that standstill arrangements 
have not been observed by developed 
countries, that fiscal charges continue to 
be levicd'on products of export of interest 
to developing countries, that proliferation 
of synthetic substitutes in developed 
countries has resulted in shrinking markets 
and falling prices for competing natural 
products of developing countries and that 
instead of unanimously agreed target of 
one per cent of gross national income (o 
be given as aid to developing countries, 
actual disbursements have levelled off in 
absolute terms and declined as a percen¬ 
tage of gross national product from .87 
in 1961 to .62 in 1966. In view of all this 
the charter decided upon a programme of 
action regarding commodity policy, trade 
liberalisation, synthetics and substitutes, 
general system of preferences, trade with 
socialist countries, development finance, 
problems of external indebtedness, shipp¬ 
ing and so on. Reading this Charter of 
Algiers after about five, years one wonders 
at the naive faith which the developing 
countries then had in the developed 
countries. It was the honeymoon period 
of foreign assistance. 

greater realisation 

We then get the'resolutions, declarations 
and other decisions taken at UNCTAD 
II in March 1968. There was by now grea¬ 
ter realisation on the part of all the dele¬ 
gates that international trade is a hard 
bargaining proposition and yet there was 
almost the same repetition of the same old 
platitudes regarding commodity agree¬ 
ments, trade liberalisation and one per 
cent aid and so on. The insincerity of the 
developed countries was almost palpable 
and as is well-known resulted in the re¬ 
signation of Dr Picbish, the Secretary 
General of the UNCTAD immediately 
after the end of the session of UNCTAD 
II in New Delhi. Like the various agencies 
of the United Nations, developing count¬ 
ries began to realise what UNCTAD was 
really worth. 

This document is followed by the docu¬ 
ment regarding the international develop¬ 
ment. strategy for the second United Na¬ 


tions&TJevelopment Decade’begfanfag 
fromfteuaty 1, !971.Thert & mja&.dedt- 
catidflwbf governments to the fundamen¬ 
tal directive of the Charter of the (Jutted 
Nations to create conditions of stability 
and fell-being and toensure a minimum 
standatd of living for'alt. There is the de¬ 
claration of the golds and Objectives of at 
least fix per cent growth rate (four per 
cent in agricultural output add eight per 
cent fa manufacturing output), raising the 
rate of domestic saymg to about 20 per 
cent of domestic product by 1980 and 
seven per cent increase fa exports. The 
policy measures are again decided upon 
expressing more wishful thinking totally 
unrelated to the prevailing realities. 

This is followed by the document relat¬ 
ing to the Declaration and Principles of 
the Action Programme of Lima, adopted 
by the Group of 77 at' the second ministe¬ 
rial meeting on November 7, 1971. 
LimaDeclaration is nothing but a repeti¬ 
tion in milder form of the Charter of 
Algiers. Possibly there was now greater 
awareness of the hard headed ness of the 
trading developed countries and their 
psychological inability to get over things 
to which they have become accustomed 
for more than 200 years. 

routine debating 

The UNCTAD III was again asked 
to go through the routine of debating on 
issues such as international trade princi¬ 
ples conducive to development, impact of 
regional economic groupings, trade and 
economic aspect of disarmament, impact 
of present international monetary situa¬ 
tion, special measures fbr the least deve¬ 
loped countries, export promotion, finan¬ 
cial resources for development, develop¬ 
ment of shipping, transfer of technology 
and so on and so forth. The UNCTAD 
III met for 37 days and disagreed practi¬ 
cally on all issues passing only one unani¬ 
mous resolution on aid to 25 least de¬ 
veloped countries! 

Holding of the sessions of the UNCT¬ 
AD every third year has become a sort of 
routine devoid of the former enthusiasm 
and hope. The proceedings of the 
UNCTAD III have been reported in 
most papers including Eastern Economist 
and one was not surprised to note that 
if previously there used to be disagree¬ 
ment between developed and deve¬ 
loping countries on various problems, 
this time there was a tendency on the part 
of the 77 to fall apart oh various issues. 
This should not come as a surprise, for 
UNCTAD cannot be different from its 
parent body, the'UNO. The various docu¬ 
ments in this book make declarations of 
pious intentions, the attitude of the dele¬ 
gates of developed countries characterised 
by insincerity and hypocracy and of the 
developing countries by naivety ahd'ig- 


hpridwe pr fedttie*. Qneihing that 

.nr, ; w'uodk'. i: is tfidtthe 
disvek»afao*ifatpfe worbaveto Stand oh 
their own legs to the maximum possible 
extent and that .there should -be more co¬ 
operation among themselves before. they 
begin to talk of co-operation among 
developed and devetopfag-countries. 

Deposits with NEC 

It is observed that deposit mobilisation 
from the publie has’ come to stay as a 
preferred form of finance by an increasing 
number of non-banking Companies (NBC). 
This new development fa the domain of 
finance and of monetary policy creates a 
pressing need to elucidate the place and 
significance of deposits With NBC in 
monetary analysis. In Deposits with 
Non-Banking Companies and Monetary 
Policy Dr Saravane has made an attempt 
‘at providing a framework for the ana¬ 
lysis of the role of sneh deposits -in the 
monetary mechanism, the transmission 
of loanable ftinds and the financing of 
NBC.’ He has also made aft attempt 
to evaluate the effects of various 
types of regulations on the financial 
activities of NBC introduced by the Re¬ 
serve Bank. 

The author has.arrived at some very 
obvious conclusions after a great deal of 
seemingly complex analysis. According to 
him deposits with NBC emerge as near- 
money substitutes in the assets portfolio 
of the household sector. From the stand¬ 
point of NBC, these deposits are to some 
extent the most ‘illiquid* among their debt 
liabilities. Non-Banking Companies mobi¬ 
lising deposits from the public function 
as financial intermediaries' in the market 
for loanable funds and their financial ac¬ 
tivities which generate liquidity can' have 
marked influences on both the income velo¬ 
city of money and the velocity of current 
deposits with banks. The author feels that 
the NBC may become competitors of'im¬ 
portance to banks ini the field of mobilisa¬ 
tion of deposits from the public In future. 
The competitive position of banks in their 
lending activities may be impaired as 
NBC may get money directly from the 
public instead of from them' as before. 
As regards rates of interest, the author 
feels that the imposition of .ceiling 
on lettdfag rates of banks by the Reserve 
Bank reduces the ability of banks to 
compete effectively with NBC in mobllis-- 
fag deposits through offer,,of competitive 
rates of interest The author aisp finds 
that debt finance is preferred/as compared 
with equity finance) by NBC on account 
of its being easily, available and .that too 
at relatively cheaper: rates in the context 
of the existing corporate tax policy. ?. 

'The authorisof the opinion that regu¬ 
lations of ‘deposit-accepting’ activities-Of 
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NBC are «alls$ tor out of consideration 
for the effectiveness of monetary policy 
and to safeguard depositors’ interests. In* 
directly such controls may even help NBC 
to maintain sound financial position. 
The author feels that the nature of some 
regulations is such that much of their 
potency may be lost in their implemen¬ 
tation as the present regulations have 
enough loopholes. Further, by providing 
incentive of liberal development rebate 
allowance, pressure can be eased on 
ceiling limit imposed by the Reserve Bank 
on the acceptance of deposits from the 
public in the case of all non-banking 
non-financial institutions. However 
the author is not very sure and feels 
that the overall effectiveness of the regula¬ 
tions of the Reserve Bank can be ascer¬ 
tained only over a length of time as their 
full impact may be felt only after sufficient 
lapse of time. 

The analysis in this book is extremely 
superficial and the conclusions arrived at 
are the quite obvious ones. The style of 
the author is extremely laboured. He has 
certainly failed to bring out the implica¬ 
tions of deposit-acceptance by NBC for 
monetary policy. Here is a problem that 
needs systematic and detailed investi¬ 
gation by a competent monetary theorist. 

Personal Taxation 

If the main objective of national socio¬ 
economic policy is to realise rapid econo¬ 
mic development along egalitarian lines 
implying fair distribution of economic 
gains and enlargement of economic oppor¬ 
tunities for all, the primary task of tax 
policy is to wrest from the low-income 
low-output economy the maximum possi¬ 
ble resources for economic development. 
The author of Personal Taxation In India 
has made an attempt to assess the impact 
of various direct taxes in India and has also 
made a number of suggestions with 
an aim to realise the objective of more 
effective mobilisation of resources for 
accelerating economic growth. 

As regards income-tax, the author is 
of the opinion that there is no doubt that 
the scope of taxable income has been 
widened by extensive inclusion of income- 
in-kind, taxation of capital gains since 
1956, treatment of capital receipts in 
substitution of a source of income 
as income, extension of the principle 
of constructive realisation and so on. 
There are, according to the author, how¬ 
ever still a number of very significant 
categories of income (agricultural income, 
gifts and bequests) which due to constitu¬ 
tional, traditional and other reasons are 
still outside the ambit of central taxation. 
Their exclusion seriously hampers equity 
and also leads to inequalities in income 
and wealth. 

As regards capital gains tax introduced 


in 1947, the author feels that the compara¬ 
tively small coverage of capital gains indi¬ 
cates avoidance and evasion on a very 
large scale. 

In respect ot expenditure tax introduced 
in 1958 (and abolished in 1966), the author 
believes that there were serious defects in 
the structuring of this tax which hampered 
its normal operation. Also, due to ad¬ 
ministrative machinery and its deficiencies, 
the reintroduction of this tax - has not 
been suggested at present. 

Wealth tax was introduced in 1957 to 
reduce, in combination with the income- 
tax, inequalities in income and wealth and 
to make the personal tax structure more 
equitable. To this end, it underwent 
amendments many times, the major on¬ 
slaught being on its rate structure which 
has now attained the position of being the 
highest in the world. The desirable results, 
according to the author, do not however 
seem to have been realised because of large 
scale income and wealth splitting and use 
of other methods of avoidance. 

Similarly the estate duty has not 
achieved its aim of deeply cutting into 
the properly transferred from one gene¬ 
ration to another because of various tax 
avoidance devices now in use as also be¬ 
cause of the loopholes provided in the law 
itself. As regards gift tax, the author is of 
the opinion that it was never integrated 
with other direct taxes, not even with the 
estate duty. 

The author has made a number of use¬ 
ful and practical suggestions in view of the 
fact that the personal tax structure has so 
far failed to achieve the major objectives 
before it. 

The author is of the opinion that there 
is a need to review the whole question of 
constitutional allocation of tax powers 
between the centre and the states as the 
existing division of tax bases is a source of 


perpetual conflict between the centre and 
the states. He further feels that gifts and i 
bequests should be treated as income of* 
the recipients, those made within the fami- . 
ly being ignored. Capital gains should be' 
fully assimilated in 'income*, re-in vestment, 
of capital gains being promoted by in-, 
corporating a tax-free roll-over provision. 
According to the author, the only effective, 
method of preventing large-scale tax avoi-. 
dance through manipulation of tax units 
is to treat the family (single household) 
alone as the tax unit under the personal: 
tax laws. 

Looking to the experience in the past, 
the author strongly feels that there is a. 
need to forge a legislative process through 
which proposed tax changes should pass 
with a view to insulating the tax structure 
against the vicissitudes o( the personal 
whims of changing finance ministers so as 
to imparl it stability and certainty. Tax 
proposals must pass through a parlia¬ 
mentary subcommittee (with a research 
wing manned by tax experts) which should 
arrange public hearings and invite memo¬ 
randa before making its recommendations 
to Parliament. 

There is no doubt that personal direct 
taxation in India is in a chaotic state. It 
was more than 15 years ago that 8 com¬ 
prehensive review of the Indian tax struc¬ 
ture was carried out by the Taxation En¬ 
quiry Commission. Since then the tax 
system has undergone revolutionary 
changes much beyond those contemplated 
by the TEC. The present and the future 
requirements for financial resources for 
economic development are enormous, 
while the tax system has been stretched 
beyond capacity at many points. It is 
therefore felt that a second taxation en¬ 
quiry commission be appointed by the 
government to carry out a comprehensive 
and critical survey of the entire Indian 
tax system. 


Guidelines for Export Trade 

Getting Started in Export Trade: Edited by Miss O. Mary Hill; printed and published 
by M.M. Sharma for Graphicarts Consultants, B-l/40, Hauz Khas, New Delhi-16; 
sale of copies by Export Development Services, G-44, Green Park, New 
Delhi-16; Pp 316; Price Rs 35 inclusive of postage and packing. 


Reviewed by S 

This book was originally printed by the 
International Trade Centre UNCTAD/ 
GATT, Geneva, and was priced at US $20. 
The Indian edition at almost one-fourth 
the price has been made possible by spe¬ 
cial arrangements with the International 
Trade Centre. 

The book is divided into four parts and 
21 chapters. Part I discusses the elements 
of getting organized in export trade such 
as choosing an export market, direct and 


. P. CHOPRA 

indirect export selling, selecting and en¬ 
couraging agents and drawing up agency 
contracts. The specimen of contract forms 
will be found extremely useful for all those 
companies which take to this business 
for the first time. Part II deals with various 
ways to expand the volume of export 
operations such as drafting of busines 
letters, personal visits to foreign countries 
and participation in fairs. Even such 
trifling matters as politeness, precision, 
promptness and perseverance in business 
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letters have been given sizeable impor¬ 
tance. The points to be borne in mind 
while choosing an adveristing agency, the 
importance of public relations, advertising 
through various media and other usually 
neglected aspects have received detailed 
attention. Part III centres on pricing 
policy and trade terms, marine insurance, 
finance and credit and the barriers to 
foreign trade. The emphasis is on import 
duties imposed by different countries on 
various commodities and the preferential 
treatment accorded by some nations to 
certain products and groups of countries. 

Books of 


The last chapter discusses documentation 
i.e., the various documents which “must 
accompany every export shipment”. 

The chief merits of the book are the 
lucidity in expression and the exhaustive 
treatment given to the art (is it a science?) 
of exporting. This is a necessary publica¬ 
tion for all exporters in this country as it 
gives ample background information 
which, however, will need to be supple¬ 
mented with details regarding the rules 
and regulations governing exports in our 
country as well as in the importing coun¬ 
tries. 


Reference 


Manorama Year Book 1972: Published by the Manorama Publishing House, 
P.B. No. 26, Kottayam-1, Kerala state; Pp 832; Price Rs 10. 

Directory of Economic Research Centres in India : Parlha Subir Guha; Informa¬ 
tion Research Academy, 37 Sycd Amir Ali Avenue, Calcutta-19; Pp 426: Price 
Rs 50. 


Reviewed by B. GANAPATHY SARMA 


Manorama Year Book bears its own indi¬ 
viduality and distinction. As an year 
book it is exceptionally different from 
other year books. Detailed discussion, 
comprehensive coverage, unique presen¬ 
tation and distinctive style are some of 
the salient features which mark it out 
significantly from the usual run of year 
books. But the special significance and 
perhaps the chief merit of the publication 
is that every subject is treated in the form 
of an article giving a general outline 
followed by critical comments which no 
doubt provide excellent background in¬ 
formation to the reader on every subject. 
Besides exhaustive treatment, massive 
statistical and economic data have been 
packed into this handy compendium which 
makes it extremely interesting and quite 
informative. 

Keeping in view the multiplying needs 
of the readers the publishers have paid 
special attention not only to cover as wide 
a range of topics as possible but also to 
cover in depth all the information. A 
cursory glance of the synopsis will con¬ 
vince the reader of the vast multitude 
of topics covered in the year book which 
in their range may simply be termed as 
encyclopaedic. The topics are surveyed 
in Jive sections. The world and outer 
world — ‘Space’ — are dealt with in the 
first two sections. The third section on 
‘India' presents a panoramic view of 
modern India in all its aspects. The stales 
and the union territories, their economic 
programmes, budgets and other topics 
of current interest have also been dealt 
with in great detail. This is followed by 
the ‘Sports and Games’ section which 
covers, among others, Olympic games. 


Commonwealth games and Asian games. 
The last ‘General' section has been com¬ 
pletely overhauled and it has added to its 
fold several new features such as interna¬ 
tional system of units, standard time, 
progresss of science, abbreviations and 
sobriquets. An atlas and a special fea¬ 
ture on Indo-Pakistan war and the new 
state of Bangladesh have been included to 
make the publication most up-to-date. 

Such wealth of data on India, the world 
and the outer world has rarely been so 
systematically assembled and nicely pre¬ 
sented in an year book. Considering the 
rich information it gives there is no doubt 
this encyclopaedic work will serve as an 
indispensable and invaluable book of re¬ 
ference to busy executives, journalists, 
research scholars and university students 
in particular and educational institutions 
in general 

Data on Research Centres 

Compilation of data regarding the acti¬ 
vities of research centres is indeed a gigan¬ 
tic and arduous task. The Information 
Research Academy has ventured into this 
unexplored region and has brought out 
recently its "magnificent Directory oj 
Economic Research Centres in India which 
is a very welcome and precious addi¬ 
tion to the literature on economic re¬ 
search. In this pioneering attempt the 
Academy has attempted to give detailed 
information about 250 economic research 
centres including departments of uni¬ 
versities, colleges and other educational 
institutions, both government and non¬ 
government, and the government de¬ 
partments where research on economics 


and other allied fields are carried on in 
one form or the other. Research efforts 
by individual research scholars, informal 
groups ang teaching departments are, 
however, not included in this directory. 

Full information regarding research 
works already completed in different cent¬ 
res during the period 1966 to 1971 is pro¬ 
vided in the directory but in the case of 
the National Council of Applied Economic 
Research, the premier research institution 
in the country, the entire information 
about all the research studies carried out 
from its inception has been incorporated. 
Data regarding researches which are still 
in progress or will start in the immediate 
future have also been included in the di¬ 
rectory with added advantage. 

With the existing ones expanding their 
research activities and the new centres 
entering the field, it is quite possible that 
some research centres may have been left 
out due to lack of information. To bridge 
this gap the Academy has decided to 
bring out supplements, the first one being 
published shortly. These supplements will 
carry only those information not provided 
in the directory. 

By assembling all precious data in a 
handy compendium the Academy has 
made a notable contribution to the ad¬ 
vancement of economic research in 
the country. The research scholars and 
institutions can now know each other’s 
subject of pursuit and field of investiga¬ 
tion and thus avoid duplication of efforts. 
Jt is all the more necessary in order to 
conserve our research potential and 
make it to produce the maximum pos¬ 
sible results. In short the Academy has 
fulfilled a long-felt need in the country 
by bringing out this valuable publication 
which will serve as a reliable guide and 
book of reference to scholars, institutions 
and other organisations which are en¬ 
gaged in economic research and other 
allied activitirs. 


Books Received 

Surveys oj AJrican Economies—Vol 4 ( De¬ 
mocratic Republic of Congo , Malagasy 
Republic , Malawi , Mauritius and Zam¬ 
bia) : Published by International Mone¬ 
tary Fund; Pp 477: Price $5.00 ($2.50 
to university libraries, faculty members 
and students). 

Social Security in India : A Review : Pub¬ 
lished by The Employers’ Federation 
of India, 148, Mahatma Gandhi Road, 
Bombay-1; Pp 74; Price Rs 4. 

The Fourth Plan Mid-Term Appraisal : 
(A summary ) : Published by Publica¬ 
tions Division, Ministry of Information 
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V/0 TYAZHPROMEXPORT fulfils orders from foreign firms and organisations for rendering technical 
assistance in building the following kinds of enterprises for the mining industry: 

—Ferrous metals mining complexes; 

—ore-dressing plants; 

— quarries for open-cast mining. 

All equipment for the mining industry, including ancillary installations, hoisting, conveying and power 
machinery is designed to incorporate the latest advances in technology, to fully meet today’s production re¬ 
quirements and to ensure operational reliability plus complete mechanisation and automation of production, 
high output capacity and economy. 


All information relevant to rendering technical assistance in building enterprises for the mining industry 
can be obtained from: 


Or to: Office of the Counsellor for 
Economic Affairs, 

USSR Embassy in India, 
Nyayamarg, Chanakyapuri, 
New Delhi. 

Telephone: 77004 


V/O TYAZHPROMEXPORT, 

18/1 Ovchinnikovskaya Nab., 
Moscow Zh-324, USSR. 

Cable: Tyazhpromexport Moscow 
Telex- 531 

Telephones: 220-16-10; 220-15-89 
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ALUMINIUM in 

CONSTRUCTIONS 
STRUCTURAL USES 

For Building k Caaatrastlaa. HINOALCO affair Satatfabrlcatad ataoiMaarpradai t a 
(chants and axtradad shapes) in a adds nags ta salt divans Jobt High strength-ta» 
might ratio and leal attiatafunct aaata auka Ataalahna tha Idaal choica el aodan 
bsOdan and arcMtadh Besides, tar asking balldlaga cool la aumaror and warn 
la winter, alaalalaa paaaia ars ha lag Inaaaalngly aaad-taday in aedare aktr-acrapaaik 

HINOALCO SaaHahricatad praducti an aa varaatila that thoy can ba aaad In makiag 
alaaat anything. from laadiog aat far Aaraptaoa in an aaargaacp dafaaca purpaaa . 
ta drainage culvsrta la (arm far Agricultural purposes. 

MODERN BUILDERS SPECIFY MHOALCO ALUMINUM 


□□□□ 
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and Broadcasting, Patiala House, New 
Delhi-1; Pjp 142; Price Rs 2. 

Science, Technology and Economic Growth 
in the Eighteenth Century: Edited by 
A.E. Musaon; Methuen & Co. Ltd, 
11 New Better Lane, London EC-4; 
Pp.211; Price net £ l.lOin UK only. 

Performance o) Public Enterprises (Papers 
Read at the Indian Economic Conference) 
Rapporteur H. K. Paranjpe; Popular 
Prakashan; Pp 76; Price Rs 15. 

Economics oj Green Revolution (Papers 
Read at the Indian Economic Conference): 
Published by Popular Prakashan; Pp 
34; Price Rs. 15. 

Quantity Theory and Developing Economies 
(.Papers Read at the Indian Economic 
Conference) : Rapporteur P. D. Ojha; 
Popular Prakashan; Pp 57; Price Rs 
15. 

International Conference on Monopolies, 
Mergers and Restrictive Practices : 
Edited by J.B. Heath; Vidya Mandal, 
416 Chandni Chowk, Delhi-6; Pp 285; 
Price Rs 75. 

Pocket Book of Indian Statistics 1972-73 : 
Published by Syndicate Bank; Pp 170. 

Trinidad and Tobago Directory of Indus¬ 
tries 1970-11 : Published by the Trini¬ 


dad and Tobago Industrial Development 
Corporation; Pp 179. 

An Introduction to Probability Theory 
and Its Applications (Vol I): William 
Feller; Wiley Eastern Private Ltd., 
J-41, South Extension-1, New Delhi- 
49; Pp 509; Price Rs 16.50. 

Agricultural Planning and Co-operatives: 
R.N. Tewari; Sultan Chand and Sons, 
4792/23, Daryagapj, Delhi-6; Pp 100: 
Price Rs 15. 

Price Trends in India Since 1951: Suraj 
Bhan Agrawal; Sultan Chand and Sons; 
Pp 234; Price Rs 25. 

Exporting to the Socialist Countries of 

Eastern Europe (A Guide to Marketing 
Techniques): Published by the Inter¬ 
national Trade Centre UNCTAD/ 
GATT, Palais des Nations, 1211 Geneva 
10, Switzerland; Pp428; Price US *30. 

States of Our Union: Andaman and Nico¬ 
bar Islands: B.L. Chak; Publications 
Division; Ministry of Information and 
Broadcasting; Pp 61; Price Rs 2. 

The Eastern Metals Review (Annual Num¬ 
ber): Edited and Published by M. Vina- 
yak on behalf of The Eastern Metals 
Review, 38, Strand Road, Calcutta-1; 
Pp 232; Price Rs 10. 

Business Switch (An Introduction to Busi¬ 
ness Management in Retailing ); R. 
Arvidsson and S. Dandapani; Inter¬ 
national Co-operative Alliance, 43 


Friends Colony, New Delhi-14; Pf 
262; Price Rs 20. 

} 

Some Aspects of Long-Term Co-operative 
Agricultural finance (A Study of Two, 
Areas in Gujarat): Published by the 
Agro-Economic Research Centre, Sar* 
dar Patel University, Vallabh Vidyana- 
gar, Gujarat; Pp 176; Price Rs 15. 

Bangia Desh : Problems and Prospects: 
Edited by V.K.R.V. Rao; Vikas Pub¬ 
lications; Pp 200; Price Rs 24. 

Resale Price Maintenance in a Developing 
Economy l (Origin and Extent ) : D.M. 
Nanjundappa; Published by the Re¬ 
gistrar, Karnatak University, Dharwar; 
Pp 72; Price Rs 3.50 (Ordinary); Rs 5 
(Calico). 

Economic Climate in West Bengal : Pub¬ 
lished by Publications Division; Minis¬ 
try of Information and Broadcasting; 
Pp 38; Not for sale. 

Behind Mud Walls 1930-1960 , With a Se¬ 
quel: The Village in 1970: William H. 
Wiser and Charlotte Viall Wiser ; 
University of California Press, 2223 
Fulton Street, Berkeley, California 
94720; Pp 287; Price 8 2.85 (Paper). 

Hindus oj the Himalayas : Ethnography and 
Change : Gerald D. Bcrreman; Uni¬ 
versity of California Press; Pp 440; 
Price $4.95 (Paper). 
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COMPANY MEETING < 


CEAT TYRES OF INDIA LTD. 

Highlights of the Speech made by Nr. P. A. Narielwala, 
Chairman of Ceat Tyres of India Ltd., at the 14th Annual 
General Meeting on Nay 18th 1972. 


For your Company, the year 
1971 was a significant year. 
Our expansion programme was 
completed in early July, some¬ 
what ahead of my own anti¬ 
cipation, and before any of the 
other tyre companies had com¬ 
pleted theirs; the additional 
plant and equipment went into 
production without any signi¬ 
ficant teething troubles; and 
we received full co-operation 
from labour and all other em¬ 
ployees in the completion of 
the expansion and in our opera¬ 
tions. The result has been a 
substantial improvement in the 
Company’s output of automo¬ 
tive tyres, from 4,83,544 units 
in 1969 to 7,24,265 units in 
1971 (the figure for 1970 was 
only 3,70,410 units due to the 
strike), and a handsome growth 
in its profits as the shareholders 
must have noticed from the 
Directors’ Report and the Pro¬ 
fit and Loss Account for the 
year 1971. 

With the plant continuing to 
run at more than its full capa¬ 
city during the first four months 
of the current year, and a ready 
off take of the entire output, 
the shareholders may look for¬ 
ward to another Successful and 
profitable year. With the cons¬ 
tant stress that management 
has laid on the maintenance 
of quality control at every stage 
of production, your Com¬ 
pany’s products continue to 
enjoy a ready market both do¬ 
mestically and abroad. 

As mentioned in the Direc¬ 
tors’ Report, our Bicycle Tyre 
plant at 'Nasik will be ready to 
go into production during the 


second half of the current year. 
The civil construction work is 
expected to be completed be¬ 
fore the onset of the rains. Ma¬ 
chinery for the plant includ¬ 
ing the imported items are al¬ 
ready at the site. If the quality 
of the tyres coming out from 
trial production is up to our 
satisfaction, “CEAT” bicycle 
tyres will be in the market dur¬ 
ing the last quarter of »he 
year. 

Supplies of natural rubber 
were available during the year 
freely, but the rubber growers 
in Kerala have been bringing 
considerable pressure upon 
the Government of India to 
compel the automotive tyre 
industry to carry a larger in¬ 
ventory of rubber than is 
warranted for its requirements. 
Some surplus stocks had accu¬ 
mulated on account of re¬ 
duced off take by some of the 
units in the industry which 
have suffered or continue to 
suffer from a drop in their tyre 
production from prolonged 
strikes and slowdowns. We arc 
of course co-operating with 
Government in carrying 3.} 
months stocks of rubber but 
a large inventory inevitably 
puts a burden on our financial 
resources. 

The supplies of other raw 
materials are on the whole 
adequate, but the tendency on 
the part of the suppliers to re¬ 
sort to unilateral increases in 
prices is a matter of concern to 
us. We arc unable to pass 
on to the consumers the in¬ 
crease in the direct material 
cost of our products, as the 


selling prices of tyies arc regu¬ 
lated by Government and can¬ 
not be altered without consul¬ 
tation with them. The industry 
has on several occasions drawn 
the attention of Government, 
but there has been no response. 
We have recently seen news¬ 
paper reports that the Govern¬ 
ment of India has decided to 
enforce the three year old re¬ 
commendation of the Tariff 
Commission that the rayon tyre 
cord manufacturers should re¬ 
duce their prices, but no official 
communication has been re¬ 
ceived by the Tyre Industry. 

The exports of tyres in 1971 
were a record for the automo¬ 
tive tyre industry amounting 
to Rs. 706 lakhs. Your Com¬ 
pany’s exports amounted to 
Rs. 209 lakhs. The Company 
has more than fulfilled the 
guarantee given by it to 
Government of exporting 
10% of its total production. 

Although the performance 
of the Industry in exports is 
commendable, it is necessary 
to sound a note of caution that 
it may no longer be possible 
for the industry to maintain 
this tempo of progressively 
higher exports. This is be¬ 
cause most of the developing 
countries to which we export, 
are establishing their own 
tyre plants and which would 
lead to a reduction in the ex¬ 
ports and secondly, because 
of the changes which the Go¬ 
vernment of India brings about 
in its export Policy. From 
many forums and on many 
occasions the exporters have 
urged Government to follow 


a stable export policy and if a 
change is desired by Govern¬ 
ment it should have prior con¬ 
sultation with the exporters or 
the industry 8s the case may 
be. Unfortunately this advice 
is not heeded and when a sud¬ 
den change is brought about, 
it only leads to disruption in 
exports and hardship to the 
exporters. 

Recently Government has 
chosen to drastically reduce 
the duty drawback on nylon 
tyres with retrospective effect 
from 1st January 1972. The 
industry’s commitments and 
contracts for exports are made 
months in advance and as the 
change in duty drawback was 
imposed without any prior 
consultation with the industry, 
the exports which have been so 
assiduously built up over the 
past few years are likely to be 
affected during the current 
year. The industry has made a 
suitable representation to Go¬ 
vernment againt this change 
and has called for a review of 
Government’s policy. 

Furthermore, in the new Im¬ 
port policy for 1972-73 an¬ 
nounced recently, the import 
entitlement for nylon cord has 
been substantially cut, we be¬ 
lieve, as a result of the re¬ 
presentation of two indigenous 
manufacturers who have re¬ 
cently gone into production 
of nylon tyre yarn and cord. 
These manufacturers have 
claimed that they have the 
capacity to cater to the entire 
demand for nylon cord of the 
tyre industry. Whilst we wel¬ 
come the establishment of this 
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,ew industry to India, for 
/hich we lava; been pleading 
or the jast few Jears, we doubt 
whether the two producers can 
neet the industry's needs. At 
,resent, the quality of only 
>ne manufacturer has come 
ip to the tyre manufacturers’ 
atisfaction after many trials 
md assistance from the tyre 
ndustry. The other manu¬ 
facturer is still in a trial stage 
>f production and his samples 
>f cord have so far been found 
o be below the quality stan¬ 
dards of the industry. It will 
ic therefore hazardous for 
he tyre.industry to depend on 
is requirements of nylon cord 
>n only one manufacturer. As 
nore than 80% of the exports 
Yom India are of nylon tyres, 
lie reduction in import en- 
.itlcment of nylon cord might 
also lead to a further fall in 
he exports of tyres in the cur¬ 
rent year. 

( had referred, last year, to 
the large numbers of Letters 
of Intent issued by the Govern¬ 
ment of India to State Indus¬ 
trial Development Corpora¬ 
tions for setting up new auto¬ 
motive tyre factories in the 
country. 1 had expressed a fear 
that many of them might not 
fructify into industrial licen¬ 
ces. Our fears have turned 
out to be true as only one letter 
of intent has been converted 
into an industrial lienees so far. 
We do not sec any tangible 
steps taken by the other parties 
to obtain industrial licences. 


Whilst the present licensed 
capacity in the automotive tyre 
industry is about S 2 million 
units, the capacity installed at 
the end of 1971 was for only 
about 4.8 million units. The 
production during 1971 rea¬ 
ched 4.64 million units, an 
increase of 620,000 units over 
the production of 1970. As¬ 
suming that the full licensed 
capacity will be installed during 
the current year and some of 
the units which suffered in 
their production last year from 
labour troubles, power cuts, 
etc., would be able to utilise 
their capacities better, the pro¬ 
duction of tyres in 1972 is 
estimated to reach 5.5 million 
units. We therefore do not 
anticipate any shortage of tyres 
during the current year ex¬ 


cept in few truck tyre sizes. 
But the shortage is likely to 
arise in 1973 and will be felt 
more strongly in 1974, unless 
steps are taken to license addi¬ 
tional capacities. 

Our own application submit¬ 
ted to Government, last Sep¬ 
tember, for a licence to estab¬ 
lish a new automotive tyre fac¬ 
tory for producing 400,000 
tyres per annum in an under¬ 
developed area of one of the 
States, is still under Govern¬ 
ment’s consideration. We 
live in hopes that it will be 
favourably viewed and a li¬ 
cence will be issued to us at an 
early date. As it takes any¬ 
thing between 24 and 30 
months to install a new plant 
and put it into production, 
there is not much time left 
for Government to come to a 
decision and permit the existing 
units to expand and/or license 
new units. 

At the Extraordinary Gene¬ 
ral Meeting of the Company 
held in November last, there 
was a note of pessimism 
amongst some of the share¬ 
holders about the likelihood 
of a glut in the production of 
automotive tyres in the coun¬ 
try and a caution to the Board 
about venturing into further 
expansion of our capacity. 1 
had then assured the share¬ 
holders that the demand for 
tyres would continue to grow 
both in the domestic and ex¬ 
port markets. We arc also of 
the view that a small surplus 
in the licensed capacity of 
the industry is desirable as it 
will serve as a safegurd and a 
cushion against plant stop¬ 
pages and a recurrence of shor¬ 
tages. If our application 
for a new factory is appro¬ 
ved by Government, t can 
assure the shareholders that 
we will take urgent steps 
to proceed with its erection and 
to go into production as soon 
as possible to meet the grow¬ 
ing demands of defence, road 
transport organisations, O.E. 
users and our other valued cus¬ 
tomers for our products. 

Note: 

This does not purport to be a 
record of the proceedings of the 
Annul General Meeting. 


jSave 

with 

grace 

Linoleum floor-coverings are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs.... 
you'll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to clean and polish. 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

The versatile floor-covering ■ For better living 

India Linoleums Ltd., 
P.O. Birlapur, 24 Parganas, West Bengal. 
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RECORDS 

AMD 

STATISTICS 


Wholesale 

Prices 


The sub-group index for ‘milk 
and milk products* advanced by 
0.5 per cent to 215.8 due to a 
rise in the prices of ghee. Lower 
prices of all the edible oils 
brought down the sub-group 


index for 'edible oils’ by 2.0 
per cent to 197.0. The index 
for 'fish, eggs and meat’ sub¬ 
group stood at 202.5 as against 
202.8 for the previous month. 
The sub-group index for 'sugar 
and allied products’ stood at 
232.0 as against 231.7 for the 
previous month. The prices of 
sugar and khandsari rose while 
those of gur declined. The sub- 

S index for, ‘other food 
s’ recorded a fall of 0.2 
per cent to 160.9. 

Liquor and tobacco 

The index for ‘liquor and 
tobacco’ moved up by 0.6 per 


cent to 203.0 duo to an in¬ 
crease in the prices of tobacco 
raw. 

tool, power, light and lubricants 

The index for this group 
remained unchanged at its last 
month’s level ol 175.2. The 
price of castor oil, however, 
registered a fall during the 
month. 

Industrial raw materials 

Lower prices of cotton raw 
brought down the sub-group 
index for ‘fibres’ by 1.5 per 
cent to 177.4. The prices of jute 
raw and mesta, wool raw and 


Thb Wholesale prices as mea¬ 
sured by the official index (with 
the year ended March, 1962— 
100) worked out to 190.1 in 
February, 1972 as against 190.0 
for January, 1972. The index 
for February, 1972 was higher 
by 4.8 per cent when compared 
to February, 1971. During the 
month under review ‘Food 
Articles’ advanced by 0.2 per 
cent to 210.5, ‘liquor & toba¬ 
cco’ by 0.6 per cent to 203.0 
'machinery and transport 
equipment’ by 0.2 per cent to 
162.4 and 'manufactures’ by 
0.8 per cent to 172.4, while the 
index for ‘industrial raw mate¬ 
rials’ declined by 2.3 per cent 
to 186.1, and 'chemicals’ by 
0.6 per cent to 198.0 as against 

199.1 for the earlier month. 
The index for ‘fuel, power, 
light and lubricants’ group 
however remained unchanged 
at its last month’s level of 
175.2. 

Food Articles 

The index for ‘cereals' sub¬ 
group moved up by 0.7 per 
cent to 206.1 due to an increase 
in the prices ot rice, bajra, 
maize and barley. The prices 
of jowar and ragi, however, 
declined. Pulses recorded u 
fall of 0.7 per cent to 292.3 
owing to a decline in the prices 
of gram and arhar. On the 
whole the index for ‘food- 
grains’ rose by 0.2 per cent to 
221.5. At this level the index 
for ‘foodgrains’ was higher by 

10.1 per cent when compared 
to that of a year ago. Higher 
prices of oranges and bananas 
pushed up the index for 'fruits 
and vegetables’ by 4.5 per cent 
to 193.2. The prices of potatoes 
and onions, however, declined. 


Index Number of Wholesale Prices by Groups & Sub-groups of Commodities 


Groups and sub-groups 


Food Articles 
Foodgrains 
Cereals 
Pulses 

Fruits & vegetables 
Milk & milk products 
Edible oils 
Fish eggs & meat 
Sugar & allied products 
Others 

Liquor and tobacco 

Fuel, power light and lubricants 

Industrial raw materials 

Fibres 

Oilseeds 

Minerals 

Others 

Chemicals 

Machinery and Transport Equipment 
Electrical machinery 
Non-electrical machinery 
Transport equipment 
Manufactures 
Intermediate products 
Finished proiucis 
Textiles 

Cotton mfrs 
Jute mfrs 
Silk & rayon mfrs 
Woollen mfrs 
Coir mats and mattings 
Metal products 
Non-metallic products 
Chemical products 
Leather products 
Rubber products 
Paper products 
Oilcakes 
Misc. products 
All Commodities 

i 




(Base 

: 1961-62*100) 

Feb.1972 

Jan. 1972 

Percentage 
Feb. 1971 — 

Feb. 1972 
Jan. 1972 

Change 

Feb. 1972 
Feb. 1971 

210.5 

210.1 

199.1 


0.2 

+5.7 

221.5 

221.0 

201.1 

4 

0.2 

+10.1 

206.1 

204.7 

193.6 

-1- 

0.7 

+6.5 

292.3 

294.5 

234.9 

—0.7 

+24.4 

193.2 

184.9 

(98.0 

4 

4.5 

—2.4 

215.8 

214.8 

210.8 

4 

0.5 

+2.4 

197.0 

201.1 

221.2 

— 

-2.0 

—10.9 

202.5 

202.8 

217.1 

—0.1 

—6.7 

232.0 

231.7 

173.7 

+0.1 

+33.6 

160.9 

161.3 

177.6 

— 

0.2 

—9.4 

203.0 

201.8 

184 2 

+0.6 

+ 10.2 

175.2 

175.2 

162.9 


Nil 

+7.6 

186.1 

190.5 

199.0 

— 

-2.3 

—6.5 

177.4 

180.9 

195.7 

— 

-1.9 

-9.4 

201.4 

208.7 

219.5 

_ 

-3.5 

—8.2 

141.5 

141.5 

130 2 


Nil 

+8.7 

174.6 

174.5 

169.8 

+0.1 

+2.8 

198.0 

199.1 

187.2 

—0.6 

+5.8 

162.4 

162.0 

151.1 

+0.2 

17.5 

163.1 

162.8 

149.2 

+0.2 

-1 9.3 

171.0 

170.5 

160.0 


10.3 

+ 6.9 

146.4 

146.2 

136.9 

+0.1 

+6.9 

172.4 

171.1 

160.8 

H 

|0.8 

+7.2 

205.1 

203.7 

186.9 

+0.7 

+9.7 

164.4 

163.2 

154,5 

+0.7 

1-6.4 

172.4 

169.6 

160.3 

+ 1.7 

+7.5 

163.8 

162.9 

158 9 

+0.6 

+3.1 

211.8 

202.0 

174 6 


1-4.9 

21.3 

130.6 

129.0 

121.8 

- 

1-1.2 

+7.2 

194.4 

194.1 

182.0 

+0.2 

+6.8 

175.8 

175.8 

175.8 

Nil 

Nil 

182.8 

182.7 

166.2 

A 

rO.l 

+ 10.0 

154.0 

152.9 

145.4 

-1 

-0.7 

+5.9 

151.6 

151.3 

149.5 

H 

b0.2 

+ 1.4 

98.0 

98.0 

92.1 


Nil 

+6.4 

157.3 

157.3 

156.3 


Nil 

+0.6 

135.7 

135.7 

124,7 


Nil 

+8.8 

179.4 

185.9 

181. .6 

- 

-3.5 

-1.2 

123.9 

123.9 

122.9 


Nil 

+0.8 

190.1 

190.0 

181.4 

-I 

1-0.1 

+4.8 


Source : Office of the Economic Adviser, Ministry of Industrial Development. 
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silk raw, howetor, advanced. 
The sub-group index for *oils 
seeds’ declined By 3.5 per cent 
10 201.4 owing to a fall in the 
prices of all the oilseeds except 
castor seed whiefc moved up. 
Hie sub-group index for ’mine* 
rals* remained unchanged at 
its previous month’s level of 
141.5. The sub-group index for 
-other industrial raw materials’ 
stood at 174.6 as against 174. S 
for the previous month. 

Chemicals 

The index for ’chemicals' 
group registered a fall of 0.6 
per cent to 108.0 as against 
199.1 for the earlier month 
due to lower prices of nitric 
acid and copper sulphite. The 
prices of sulphuric acid, how¬ 


ever, moved up. 

and transport 


The sub-group index for 
‘electrical machinery’ advanced 
by 0.2 per cent to 163.1. The 
index for ’non-electrical ma¬ 
chinery’ sub-group recorded a 
rise of 0.3 per cent to 171.0 
due to a slight increase in the 
prices of machinery other than 
electric. The sub-group index 
for ‘transport equipment’ stood 
at 146.4 as against 146.2 for 
the previous month. 

Intermediate Products 

The index for ‘intermediate 
products’ rose by 0.7 per cent 
to 205.1 as against 203.7 for 
the earlier month due to higher 


prices of rayon yam, coir yam, 
leather, zinc and tin. The pric¬ 
es of lead and linseed oil, how¬ 
ever, registered a fall. 

Finished Products 

Higher prices of cotton 
manufacturers (mill made 
doth) (-f-0.6 per cent to 163.8), 
jute manufacturers (+4.9 per 
cent to 211.8), silk and rayon 
manufacturers (+1.2 per cent 
to 130.6) and woollen manu¬ 
facturers (+0.2 per cent to 
194.4), raised the sub-group 
index for ‘textiles’ by 1.7 per 
cent to 172.4. The sub-group 
index for ’metal products’ 
worked out to 182.8 as against 
182.7 for the earlier month. 
The sub-group index for ‘non- 
metallic products’ advanced by 


0.7 per cent to 1S4.0 as 
against 152.9 for the earlier 
month due to a rise in the 
prices of bricks and tiles. The 
sub-group index for ‘chemical 
products' recorded a rise of 
0.2 per cent to 151.6 as 
against 151.3 for the previous 
month due to an increase in 
the prices of essential oils. The 
indices for ‘leather products’, 
‘rubber products’, ‘paper pro¬ 
ducts’, and ‘misc. products’ 
remained unchanged at their 
last month’s levels of 98.0, 
157.3 135.7and 123.9 respect¬ 
ively. The $ub-group- index for 
’oilcakes’ receded by 3.5 per 
cent to 179.4. On the whole 
the index for ‘finished products’ 
moved up by 0.7 per cent to 
164.4. 


Index numbers of Industrial Production ai If Y 41 ft 9 * JLuv 

WKWWtt l>m Base : 1960-100 


Item 

1970 


1971* 


Item 

1970 


1971* 


Aug. 

Sept. 

Oct. 

Aug. 

Sept. 

Oct. 

General Index 





Synthetic resins and Plastics 

194.4 

163.5 

230.1 

.240.2 

Seasonally Adjusted 

180.8 

182.8 

185.1 

187.2 

Dyestuff and dyes 

195.6 

141.6 

170.9 

169.0 

Crude 

180.8 

183.1 

183.6 

180.5 

Manufacture of fertilisers 

668.7 

860.1 

772.3 

776.5 

Mining and quarrying 

149.0 

145.4 

150.6 

145.8 

Manufacturing of paints 





Manufacturing 

174.8 

176.3 

176.6 

173.5 

varnishes and lacquers 

115.2 

117.1 

113.0 

127.1 

I-'ood manufacturing indus- 





Fine pharmaceutical che- 





tries 

157.5 

158.8 

160.9 

167.8 

micals 

156.6 

156.6 

157.0 

156.6 

Sugar Factories and Refine- 





Petroleum refinery products 

297.3 

337.9 

356.2 

327.0 

ries 

165.3 

5.9 

8.0 

18.8 

Manufacture of non-metallic 





Vanaspati 

154.4 

144.8 

184.3 

184.1 

mineral products (b) 

189.1 

205.3 

209.2 

200.6 

Tea 

128.4 

239.5 

232.5 

238.5 

Manufacture of cement 





Coffee curing 

129.3 

94.6 

138.8 

119.8 

(Hydraulic) 

177.9 

198.0 

179.3 

161.5 

Cigarette manufacturing 

168.0 

175.5 

171.0 

171.6 

Basic metal industries 

205.5 

205.7 

195.5 

194.2 

Manufacturing of textiles 

109.7 

103.5 

103.0 

99.9 

Iron and steel basic Indus- 





Spinning, weaving and 





tries 

187.8 

181.6 

172.3 

169.5 

finishing of cotton textiles 

111.8 

104.3 

105.7 

99.1** 

Non-ferrous basic metal 





Cotton spinning 

127.0 

118.7 

119.2 

111.2** 

industries 

301.2 

336.2 

321.0 

328.1 

Weaving of cotton textiles 

92.7 

86.2 

88.8 

83.8** 

Aluminium manufacturing 

508.7 

566.8 

545.4 

562.5 

Woollen textiles 

161.6 

199.1 

211.6 

N.A. 

Manufacturing of metal Pro¬ 





Jute manufactures 

85.1 

92.3 

83.1 

90.7 

ducts^) 

219.0 

198.7 

213.4 

211.0 

Manufacture of footwear.t 

161.3 

174.1 

164.5 

132.4 

Manufacture of machinery 





Manufacture of paper and 





except electrical machin¬ 





paper products 

216.5 

234.1 

214.8 

208.2 

ery 

369.5 

369.8 

408.0 

389.3 

Manufacture of paper 

217.7 

240.2 

216.3 

209.8 

Manufacture of industrial 





Manufacture of leather and 





machinery 

120.6 

86.5 

84.0 

70.6 

fur products(a) 

65.3 

50.3 

48.3 

43.1 

Machine Tools 

327.6 

371.9 

400.5 

389.9 

Manufacture of rubber pro¬ 





Manufacture of electrical 





ducts 

215.7 

244.5 

261.7 

225.0 

machinery 

362.7 

396.7 

407.3 

377.6 

Tyres and Tubes 

258.3 

301.9 

317.0 

276.6 

Manufacture of batteries 

232.3 

240.3 

244.1 

221.0 

Chemicals and chemical pro¬ 





Manufacture of transport 





ducts 

236.5 

252.6 

243.5 

242.8 

equipment 

132.0 

116.7 

105.6 

116.7 

Basic industrial chemicals 





Manufacture of motor vehi¬ 





including fertilisers 

332.2 

364.1 

337.5 

323.4 

cles 

157.8 

163.9 

150.0 

180.8 

Heavy organic chemicals 

287.7 

281.5 

258.4 

260.6 

Manufacture of motor cycles 





Heavy inorganic chemicals 

337.4 

358.9 

353.7 

351.7 

and scooters 

603.2 

655.8 

650.1 

670.0 

Synthetic fibres 

230.7 

262.4 

206.3 

150.9 

Electricity generated 

334.0 

357.6 

353.6 

N.A. 



Source: 

C.S.O. 




Source : 

C.S.O.. 


(a) Except footwear and other wearing apparel-. * Provisional. 

(b) Except products of petroleum and coal. ** Estimated. 

(c) Except machinery and transport equipment. t Including other wearing apparel and made-up textile goods. 
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Reserve Bank of Iudia 


(Rs crores) 


Issue Department 
Notes held in banking 
department 
Notes in circulation 
Total notes issued 
Gold coin and bullion 
Foreign securities 
Rupee coin 
Government of India 
rupee securities 
Banking Department 
Deposits of central 
government 

Deposits of state govern- 


May 12, A A A 

1972 week month year 

ago ago ago 


16.75 14.09' 23.85 10.17 

4890.66 4825.88 4827.48 4424.52 
4907.41 3839.98 4851.33 4434.70 
182.53 182.53 182.53 182.53 
221.65 221.65 233.65 303.42 
28.94 31.51 32.86 40.83 

4474.28 4404.29 4402.28 3907.92 


55.39 52.92 193.86 83.70 


ments 

Deposits of banks 
Other deposits 
Other liabilities 
Total liabilities or assets 
Notes and coins 
Balances held abroad 
Loans and advances: 


19.80 13.45 1.32 3.18 

279.70 237.31 274.35 239.54 
106.88 106.62 106.87 66.72 

1004.86 989.17 988.76 759.66 
1466.63 1399.46 1565.16 1152.80 
16.82 14.17 23.90 10.24 

203.45 202.04 181.72 73.03 


State governments 108.09 88.66 758.79 401.88 

Scheduled commercial 

banks 39.24 30.21 40.09 208.19 

State co-operative banks 253.89 259.97 286.60 265.56 

Other loans and advances 89.48 89.86 89.46 39.00 

Bills purchased and dis¬ 
counted 140.79 68.49 45.56 31.29 

Investments 309.97 341.12 92.56 73.55 

Other assets 304.90 304.94 46.49 50.06 


Sc hedul e d Commercial Banks 


(Rs crores) 



“BA* 

A 

: week 
ago 

A 

month 

ago 

A 

year 

ago 

1. Demand deposits* 

3132.45 

3135.64 

3095.08 

2650.54 

2. Time deposits* 

4121.91 

4091.32 

3035.75 

3384.59 

3. Aggregate deposits* 

7254.36 

7226.96 

7130.83 

6035.13 

4. Cash 

188.24 

187.63 

183.59 

177.33 

5. Balances with 

Reserve Bank 

251.40 

259.21 

268.10 

195.59 

6. Cash and balances 
with Reserve Bank 

439.64 

446.84 

451.69 

372.92 

7. Borrowings from 

Reserve Bank 

39.24 

30.21 

40.09 

208.19 

8. Investments in 

government securities 1675.55 

1678.78 

1651.11 

1364.32 

9. Advances 

4270.12 

4226.01 

4191.71 

3733.96 

10. Bills purchased and 

discounted 

970.83 

995.19 

1022.49 

938.33 

Inland bills 

735.38 

760.79 

793.32 

732.01 

Foreign bills 

235.45 

234.40 

229.17 

206.32 

11. Total bank credit 

5240.95 

5221.20 

5214.20 

4672.30 

12. Percentage ol 

(6) to (3) 

6.06 

6.18 

6.33 

6.18 

(8) to (3) 

23.10 

23.23 

23.15 

22.61 

(11) to (3) 

72.25 

72.25 

73.12 

77.42 


’••Excluding inter-hank borrowings. 


Source : Reserve Bank of India. 


Index Numbers of Security Prices 


Week ended 


Government and semi-government securities- All-India- Total 
Government of India 
Slate governments 
Semi-government institutions 

Debenture—All-India 

Preference Shares—All-India 

Variable Dividend Industrial Securities All-India Total 

Agriculture and allied activities 
Mining and quarrying 
Processing and manufacturing : Total 
Food stall's, textiles etc. 

Metals, Chemicals, etc. 

Processing and Mfg, others 
Other industries 
Financial 

Variable Dividend Industrial Securities- Regional 
Bombay 
Calcutta 
Madtas 
Ahmcdabad 
Delhi 


___ (Base: 1961-62== 100) 

1971 |9?2 ——— 


May 15 

April 15 

April 22 

April 29 

May 6 

May 13 

97.7 

97,6 

97.6 

97.6 

97.6 

97.6 

97.0 

96.9 

96.9 

96.9 

96.9 

96.9 

100.3 

100.3 

100.3 

100.3 

100.3 

100.3 

101.2 

100.8 

101.5 

101.4 

101.6 

101.6 

93.0 

92.6 

92.6 

92.6 

92.6 

92.6 

85.1 

82.7 

82.6 

82.3 

82.5 

82.7 

100.5 

98.0 

98.6 

99.7 

99.6 

98.7 

89.0 

87.0 

87.0 

87.4 

87.9 

88. i 

54.1 

46.1 

45.8 

45.5 

45.5 

44,5 

97.4 

95.5 

96.3 

97.5 

97.3 

96.4 

82.1 

81.2 

81.2 

81.6 

81.5 

80.9 

103.1 

100.4 

102.2 

103.9 

103.4 

102.0 

127.3 

124.1 

124.7 

126.6 

127.3 

126.7 

123.5 

120.4 

120.0 

120.8 

120.6 

120.1 

132.0 

116.3 

116.4 

116.6 

116.7 

117.2 

111.2 

106.3 

106.5 

107.8 

107.2 

106.0 

97.6 

99.2 

100.6 

101.8 

101.7 

100.7 

88.7 

84.4 

84.8 

85.2 

85.2 

85.3 

78.4 

73.4 

73.3 

74.0 

73.4 

73.2 

115.1 

103.3 

104.2 

105.7 

107.2 

106.67 
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Moaey Supply withthe Public 


(Rs lukhs) 

Deposit money with the public 


Last Friday 

Money supply 

Total currency 
with the public 

Total Net demand 

deposits or 
banks* 

Other deposits 
with Reserve 
Bank 

Total variations 
in 

money supply 

1951-52 

1,848,18 

1,285,51 

562,67 

544,85 

17,82 

—160.03 

1955-56 

2,216,95 

1,571,01 

645,94 

336,90 

9,04 

i 262,16 

1960-61 

2,868,61 

2,098,05 

770,56 

757,10 

13,46 

; 199,1 

J 965-66 

4,529,39 

3,034,28 

1,495,10 

1,478,38 

16,72 

: 449,11 

1966-67 

4,949,96 

3,196,80 

1,753,16 

1,711,75 

41,41 

■; 420,57 

1967-68* 

5,350,07 

3,376,08 

1,973,99 

1,917,66 

56,32 

: 400,11 

1968-69* 

5,779,25 

3,681,97 

2,097,28 

2,016,41 

83,88 

1 429,18 

1969-70* 

6,386,54 

4,010,34 

2,376,20 

2,318,30 

57,90 

+607,29 

1970-71* 

7,136,32 

4,379,67 

2,756,65 

2,712,82 

43,83 

-.749,78 

1971-72 

8,042,00 

4,806,00 

3,236,00 

3,156,00 

80,00 

i 905,68 

January 1971 

6,946,31 

4,259,01 

2,687,29 

2,628,46 

58,83 

. 151,88 

September 1971 

7,402,02 

4,473,99 

2,928,04 

2,886,95 

41,09 

i 49,48 

October 1971 

7,446,34 

4,470,98 

2,975,36 

2,926,06 

49,30 

: 44,32 

November 1971 

7,486,67 

4,490,09 

2,996,58 

2,947,89 

48,69 

40,33 

December 1971 

7,702,99 

4,567,17 

3,135,81 

3,069,80 

66,02 

: 216.32 

January 1972* 

7,809,97 

4,708,10 

3,101,87 

3,038,30 

63,57 

+ 106,98 

February 1972 

7,890,06 

4,776,49 

3,113,57 

3,056,50 

57,06 

+80,09 

March 1972 

8,042,00 

4,806,00 

3,236,00 

3,156,00 

80,00 

1 151,94 

April 1972 

8,207,00 

4,914,00 

3,293,00 

3,216,00 

77,00 

+ 165,00 

•Provisional. 

Factors Affecting Money Supply with the 

Source : Reserve Bank of India. 

Public 

(Rs crores) 




1971 


1972 




May 7 

April 7 

April 14 

April 21 

April 28 

May 5 

Money Snpply with the public 

7,328 

8,239 

8,265 

8,199 

8,207 

8,290 

Currency with the Public 

4,583 

4,938 

4,996 

4,950 

4,914 

4,991 

Other deposits with the Reserve Bank 

44 

85 

77 

79 

77 

77 

Bank Money 

2.701 

3,216 

3,192 

3,170 

3,216 

3,222 

Factors affecting money supply (l-|-2-f-3-|-4—5—6) 







I. Net bank credit to government sector 

5,619 

6,608 

6,729 

6,752 

6,765 

6,509 

2. Net bank credit to commercial sector 

2,120 

2,129 

2,071 

2,023 

1.984 

1,991 • 

Of which banks* net credit to commercial sector (a - b) 

1.982 

1,894 

1,850 

1,816 

1,779 

1.787 

(a) Claims on commercial sector 

5.535 

6,113 

6,092 

6,078 

6,065 

6,089 

(b) Non-monetary liabilities of banks 

3,553 

4.219 

4.242 

4,262 

4.286 

4.302 

3. Net foreign exchange assets of banking sector 

566 

594 

596 

593 

602 

604 

4. Government's net currency liabilities to the public 

390 

398 

398 

397 

397 

400 

5. Net non-monetary liabilities of the Reserve Bank 

744 

1,034 

1,009 

1,017 

1,027 

751 

6. Residual 

623 

456 

520 

549 

514 

463 * 

•Excluding Reserve Bank. 




Source : Reserve Bank of India. 
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(Base: 1960-100) 


Workers 


Centre 

1965-66 

1966-67 1967-68 

1968-69 

1969-70 1970-71 

1971 


* 

1971* 


1972*’ 

Jan 

Aug. 

Sep. 

Oct. 

Nov. 

Dec. 

Jan. 

Alllndia 

# § 


# f 

174** 177 

186 

184 

194 

196 

196 

197 

195 

194 

Ahmedabad 

130 

148 

168 

165 

169 

176 

175 

181 

183 

182 

186 

184 

185 

Alwaye 

145 

148 

183 

198 

197 

198 

195 

203 

204 

204 

206 

210 

205 

Asansol 

140 

145 

168 

176 

178 

189 

187 

196 

198 

199 

199 

195 

195 

Bangalore 

144 

159 

172 

180 

183 

196 

190 

193 

197 

197 

199 

197 

197 

Bhavnagar 

132 

152 

173 

176 

178 

186 

186 

193 

195 

196 

195 

199 

199 

Bombay 

130 

147 

164 

167 

175 

182 

181 

190 

192 

193 

194 

191 

190 

Calcutta 

131 

148 

163 

170 

172 

182 

177 

189 

194 

198 

200 

193 

187 

Coimbatore 

132 

144 

151 

147 

154 

164 

169 

178 

178 

177 

180 

184 

185 

Delhi 

136 

152 

172 

178 

185 

199 

203 

216 

215 

213 

218 

211 

213 

Digbboi 

138 

160 

198 

185 

180 

189 

190 

191 

192 

191 

191 

190 

190 

Gwalior 

139 

160 

191 

179 

184 

191 

189 

200 

201 

201 

200 

198 

199 

Howrah 

137 

154 

178 

181 

176 

186 

182 

189 

194 

200 

201 

196 

191 

Hyderabad 

140 

158 

167 

173 

185 

189 

189 

195 

199 

200 

200 

197 

197 

Jamshedpur 

136 

158 

183 

171 

170 

183 

178 

191 

191 

191 

192 

186 

187 

Madras 

134 

144 

151 

150 

160 

170 

173 

182 

183 

185 

187 

188 

194 

Madurai 

128 

142 

146 

148 

160 

177 

182 

193 

200 

194 

197 

196 

200 

Monghyr 

151 

187 

215 

185 

188 

204 

196 

211 

211 

213 

209 

202 

201 

Mundakayam 

138 

152 

173 

186 

191 

197 

197 

202 

204 

200 

204 

206 

202 

Nagpur 

138 

148 

164 

166 

176 

187 

188 

193 

194 

194 

196 

197 

196 

Saharanpur 

141 

163 

188 

176 

181 

186 

187 

193 

195 

194 

198 

200 

203 

Sholapur 

128 

150 

165 

167 

176 

185 

187 

203 

206 

204 

201 

207 

205 


'•Provisional '••Average for eight months for August 1968 to March 1969. Source : Labour Bureau, Govt, of India 


Consumer Price Index Numbers for Urban Non-Manual Employees 


(Base: 1960=100) 
1970 1971* 


Centre 1965-66 1966-67 1967-68 1968-69 1969-70 1970-71 


venire 

1 

1 7UU-U ! 

17U/*VO 

1 7UO"U7 

4 7U7" / V 

x - 

Dec. 

June 

July 

Aug. 

Sept. 

Oct. 

Dec. 

All India 

132 

146 

159 

161 

167 

174 

175 

178 

181 

183 

183 

183 

182 

Bombay 

132 

142 

153 

156 

162 

168 

168 

173 

173 

174 

174 

174 

171 

Delhi-New Delhi 

131 

142 

154 

162 

168 

174 

173 

179 

182 

181 

181 

180 

180 

Calcutta 

126 

139 

152 

156 

162 

170 

171 

174 

177 

179 

179 

179 

175 

Madras 

133 

147 

154 

154 

161 

175 

181 

183 

186 

187 

189 

191 

193 

Hyderabad-Secunderabad 

133 

147 

155 

159 

167 

174 

177 

186 

179 

181 

181 

181 

184 

Bangalore 

133 

145 

156 

160 

164 

172 

176 

177 

179 

180 

181 

182 

182 

Lucknow 

132 

146 

159 

156 

161 

166 

166 

171 

175 

177 

177 

178 

1*!6 

Ahmedabad 

131 

146 

160 

162 

168 

171 

171 

171 

174 

176 

174 

175 

175 

Jaipur 

133 

150 

162 

168 

176 

183 

182 

186 

189 

189 

189 

189 

188 

Patna 

139 

160 

179 

180 

180 

191 

191 

191 

196 

196 

195 

193 

190 

Srinagar 

134 

143 

160 

167 

174 

184 

187 

187 

188 

191 

191 

192 

193 

Trivandrum 

131 

146 

165 

168 

172 

178 

182 

180 

183 

184 

184 

186 

187 

Cuttack-Bhubancswa r 

142 

154 

164 

167 

169 

176 

198 

181 

183 

188 

185 

189 

188 

Bhopal 

133 

144 

166 

166 

172 

180 

179 

186 

191 

191 

189 

191 

191 

Chandigarh 

129 

141 

155 

164 

171 

178 

177 

180 

185 

186 

183 

184 

185 

Shillong 

123 

134 

155 

163 

164 

166 

166 

173 

178 

177 

180 

182 

179 


•Provisional. Source : C.S.O. 

EASTERN ECONOMIST ,1116 JUNE 2, 1972 

m—■L»mlYiinii . * _ 




his dynamic co-ordination 

The co-ordination of precious seconds. 

Interwoven into a meticulously preplanned schedule. 

By bringing together artistes of explosive Independence 

to produce a box-office hit I 

Through an unruffled command of situation. 

By employing a clap here and a wink there. 

With a deft sense of timing, 
which is the real secret of his success. 
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Ana§>proach 
atf approach 
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excused from detailed or even serious consideration. It is primarily yet another 
political document, not essentially different from the election manifestos of the 
ruling party which are now attempted to be carried in the form of a little green book 
on the person certainly and the conscience possibly of our new breed of congressmen. 
The effort which the .Minister for Planning, under the watchful eye of the Prime Minis¬ 
ter, has made to dress this political document up in pseudo-economic jargon only suc¬ 
ceeds in exposing the intellectual dishonesty of the powers-that-be. 



’Tub Paper presented to the National 
Development Council on behalf of 
the Planning Commission, which has 
been entitled “Towards an approach 

DlfiL r»t—»» ■ t i 


feastem 
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An Approach to an Approach 1121i 
No‘heil 1 to HEIL .. 1122 


Such is the naked and unashamed opportunism of the authors of this approach to an 
approach to a fifth Plan that they have not hesitated to foul their own nest in the grossest 
manner possible. The Paper starts with the lie that “in elaborating our strategy of 
development In the earlier Plan documents, we seem to have assumed that a fast rate 
of growth of national income will by itself create more and fuller employment and pro¬ 
duce higher living standards for the poor". From this point onwards, lie is piled upon 
lie until a Himalayan structure of falsehood and prevarication is built up. Apart from 
the fact that there is a snide attempt here to denigrate the concept of economic 
growth, partly to suit the political convenience of the ruling party and partly to play 
down the gravity of its failure to achieve sufficient expansion of economy, there is also 
the wholly inexcusable insinuation that the previous Plans did not care for the socio¬ 
economic objectives, which are relevant to the all-round progress of our people. 

Whether Mr C. Subramaniam ft Co. have a short memory or not they certainly 
have a convenient one. Evidently in their desire to please the daughter they are only 
too willing to be less than fair-—if this is necessary — to the father. Ever since Jawahar- 
lal Nehru had anything to do with economic planning or the five-year Plans he and, 
under his leadership, his associates and advisers, whether in the government or in the 
party, did emphasize at every stage the need for development being directed towards 
increasing employment or raising the consumption levels of the poorer, the weaker and 
the vulnerable sections of the community. While it is true that there has been general 
dissatisfaction in the nation with the pace of growth of the economy it has nevertheless 
been felt by the people in their bones that, over the last thirty live years or more, there 
has been gradual amelioration of the living conditions of the poor of this land. The 
present Paper of the Planning Commission itself has been forced to concede that the 
“proportion of the poor, defined as those living below a basic minimum standard 
ot consumption has slightly come down”. 

If more has not been achieved in this direction it is basically for two reasons. In 
the first place population has continued to grow and secondly, around the middle of 
the sixties, the administrative competence of the government to maintain the tempo 
of economic development had begun to break down. This was largely due to the fact 
that the economy was becoming over-regimented through the proliferation of the 
licence-permit Raj' which was steadily corrupting business and government and para¬ 
lysing private enterprise. This unfortunate development was disagreeably reinforced by 
the growth of the public sector involving the wasteful use of scarce financial and physical 
resources. In the latter sixties and down to the present time, the progress of the econo¬ 
my has been slowed down further because economically irrelevant, but politically pay¬ 
ing passions and prejudices have been deliberately cultivated and imported into the 
framing or application of the government's economic policies. 

Since this is the objective background to our current problems of planning, it is 
apparent that the lot of the poor is not going to be improved appreciably merely by the 
politicians in power formally mouthing new incantations of welfare economics. Whether 
we consider the employment-oriented programmes listed in the Paper or the prio¬ 
rities of public consumption catalogued therein, we must surely realize that they are 
basically schemes of expenditure. Unless they arc related to investment programmes 
which, in turn, are geared to certain capital output ratios, they will have no more worth 
than toy baloons sent into the air. To argue, as the Paper does, that poverty could 
be significantly reduced in a shorter time through redistributive policies, is an exercise 
far less innocent than it seems, since to try to treat as a matter of secondary importance 
the issue of economic growth in a country of mass poverty is not cleverness but low cunn¬ 
ing of a kind which, it is to be hoped, will be self-defeating. Given the continuing growth 
of the population and the arrears in development occasioned by the administ¬ 
rative breakdown and the political opportunism of the government over the last seven 
or eight years, only an accelerated rate of economic growth in the period that lies ahead 
can create conditions in which schemes intended to reduce the rigours or the extent of 
huas8 poverty can hopefully go to work. 
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No 'heir to 
HEIL 

A recent advertisement released by Heavy 
<Electricals (India) Ltd. (HEIL)—a public 
:sector undertaking -states that its output 
since inception has been of the order of 
,Rs 158 crores and that its production in 
j 1971-72 at Rs 32.76 crores was higher 
!by five crores of rupees over its output 
in 1970-71. The major accomplishments 
of HEIL, according to the copywriter, 
included three hydro power stations, two 
thermal power stations, over 230 diesel 
electric locomotives, three out of every 
four suburban trains operating in Cal¬ 
cutta area, one out of every four suburban 
trains operating in Bombay area, main 
steam turbines lor propelling Indian navy 
ships and 120,000 kw steam turbine gene¬ 
rator. This is indeed a formidable list of 
; achievements but it has to be read With the 
, 19th report of the Committee on Public 
; Undertakings (CPU) if a full and true 
ipicture is to be obtained. 

; The CPU has not minced words in 
declaring that gross mis-managemen 1 , 
lack of planning and absence of co-ordina¬ 
tion of activities have resulted in the accu¬ 
mulation of losses up to Rs 58.97 crores 
at the end of 1970-71 as against HEIL's 
paid-up capital at Rs 50 crores. The 
CPU is naturally perturbed over this 
grave financial position of the under¬ 
taking and has urged that “it should 
improve its financial position by greater 
utilisation of its capacity, eJTccting maxi¬ 
mum economics and review of its pricing 
policy”. 

Most of HEIL’s customers were and 
continue to be government or semi-govern¬ 
ment undertakings. It was, therefore, not 
necessary for this undertaking to incur 
losses year after year as it could review its 
pricing policy taking into account all the 
elements in its cost structure. However, it 
is never too late to learn from past errors. 
The advice of the CPU that HEIL should 
review its pricing policy has pertinent 
relevance though this measure alone 
would not put an end to and its troubles. 
It is necessary that steps should be taken 
to increase the utilisation of machine 
capacity. The present “Job Card System” 
which records the work put in by a worker 
is defective and does not give a true picture 
of the working of machines. The CPU 
has rightly suggested that the “machine 
hour utilisation system” should be intro¬ 
duced in the undertaking because then 
alone it would be possible for the manage¬ 
ment to estimate the extent of under-utili- 
sation of machines. 

As far back as 1956, the consultants 


had indicated in their report that HEIL’s 
annUp output would be worth Rs 12.5 
crorei‘of rupees on single shift basis. A 
decade later—in 1965-66—the total pro¬ 
duction of the undertaking was Rs 10.14 
crores only. Again, it was in April 1966 
that the management of HEIL had esti¬ 
mated that on attainment of full rated 
capacity the value of annual production 
would be Rs 33.65 crores. The under¬ 
taking had not attained this level even in 
1971-72. The actual performance has 
thus shown a wide gap between target 
and achievement year after year. 


In an undertaking of the size of HEIL, 
detailed planning for a period of four 
or five years is absolutely essential. This 
is not impossible to achieve especially 
because, as stated above, the undertakings 
which place orders on it are by and large 
in the public sector. The CPU noted 
during its examination of HEIL's affairs 
that different sections of the unit had 
orders for varying periods with the result 
that some sections were bound to remain 
idle if adequate arrangements were not 
made in time. The explanation put for¬ 
ward by the Ministry of Industrial De¬ 
partment that it was difficult for HEIL 
to keep track of all individual orders 
because it hud to follow up the production 
of 500 individual items, did not satisfy 
the CPU; hence the recommendation that 
“integrated and detailed planning” of 
the working of HEIL should be en¬ 
sured. 


Not only has HEIL shown lack of 
foresight: it has even failed to streamline 
its working operations so as to deliver 
equipment to its customers on schedule. 
The blame for these failures is however 
passed on by HEIL to foreign and indi¬ 
genous suppliers of castings and forgings. 
After analysing the data put before it, the 
CPU has come to the conclusion that the 
completion of six hydro projects and 
three thermal projects in the country has 
been delayed or would be delayed due to 
HEIL’s non-adherence to delivery sche¬ 
dule. This has shifted back the gene¬ 
ration of power equipment to nearly 1,425 
Mw. If this dismal performance of the 
undertaking is due to sheer negligence and 
carelessness in planning its affairs, then 
its shift from the Ministry of Industrial 
Development to the Ministry of Irrigation 
and Power—as suggested by the CPU— 
will be of little use. 

The sloppy manner in which HEIL 
is being run is evident from the treatment 
meted out to instructions issued by the 
Bureau of Public Enterprises (BPE) re¬ 
garding the purchase orders. The instruct¬ 
ions issued by the BPE in January 1969 
were received by HEIL in August, 1969 


i.e. after seven months. The CPU has 
not nadsit 1 dear as Sotfrho was rc^pbiataible 
for this delay. One more yca^ passed jin 
seeking clarifications and another seven 
to eight months In putting them before the 
boaid of directors for obtaining a deci¬ 
sion. Surely, it is this lack of a sense of 
urgency which has made HEIL one of the 
most inefficient undertakings in the public 
sector. The BPE also should see to it that 
instructions issued by it are followed by 
the undertakings. 


The undertaking suffers from gross 
mis-management. This is evident from 
the fact that on the one hand it has a heavy 
inventory and surplus of stores while the 
delay in the manufacture of equipment is 
often attributed to want of raw materials. 
The CPU found that the value of non¬ 
moving stores (those which had not 
moved for two years or more) at the end 
of 1970-71 was Rs 115.20 lakhs and the 
value of surplus stores as on March 31 
1969 was valued at Rs 61.36 lakhs. Obvi¬ 
ously no effort has been made in working 
out a relationship between this under¬ 
taking’s inventories and its schedule of 
production. Also, the maintenance of 
records in respect of inventories was 
found to be defective as “value of raw 
materials and components not processed 
or consumed at the end of the year but 
issued to workshops were shown as work 
in progress”. The CPU is right in 
holding that this procedure gives a 
misleading picture about the level of in 
ventories. 


The failure of HEIL (and also of Bharat 
Heavy Electricals Ltd) has caused great 
anxiety to the heads of the State Electri¬ 
city Boards (SEBs) who assembled recently 
in the capital to chalk out a programme for 
the fifth five-year Plan. They expressed 
their dissatisfaction with the working of 
both these public sector undertakings to 
which they had been tied. Besides clearing 
a backlog of 500,000 kw for 1971-72, the 
SEBs had been urged by Dr K, L. Rao, 
union Minister for Irrigation and Power 
to build up generating capacity of the 
order of 1.9 million kw in 1972-73 and 
to make preparations for additional 21.8 
million kw in the fifth five-year Plan period 
In view of the poor performance of the 
public sector units, they appealed to the 
government to allow import of equip¬ 
ment wherever the indigenous manu¬ 
facturers were not in a position to supply 
the equipment. Such imports would no 
doubt be a burden on our foreign ex¬ 
change reserves for which the responsibility 
must rest on undertakings such as the 
HEIL which are consistently failing to 
deliver the goods. 
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Planting the 

map 

The statement in Parliament by Mr Mohan 
Kumaramangalam, onion Minister for 
Steel and Mines, that it would be advan¬ 
tageous to give priority to the expansion 
schemes of the existing steel units instead 
of concentrating on the construction of 
entirely new plants was construed for a 
time as suggesting that there might be 
soft pedalling of the construction of the 
Vijayanagar and’ tne Vishakhapatnam 
steel plants. That this was not the govern¬ 
ment’s intention was subsequently clear 
from the statement by the same minister 
that the Salem steel plant may be ready 
by 1977-78. While this schedule may not 
be adhered to, there is the likelihood of 
this project being completed by the end of 
the fifth Plan. Mr Kumaramangalam, was 
making the earlier observation as it was 
demanded in Parliament that new steel 
plants should be established in Madhya 
Pradesh and Orissa which had all the 
facilities for such new units. The cost 
of new steel units will necessarily be more 
than that involved in expansion schemes as 
the mining facilities already exist and 
transport arrangements have to be only 
augmented. There will be no need for 
constructing housing colonies in a big way 
while excess capacity may exist in some 
departments. 

It is no surprise, therefore, that the cost 
of new construction is nearly double that 
of expansion schemes. In the case of 
Bokaro particularly, the low cost of 
expansion is mainly due to deliberate 
heavy expenditure incurred, in the first 
phase, on the lay-out of the plant which 
was intended to facilitate future expansion 
and public memory is always short. In 
fact, it had been emphasised by experts 
that it would not be advisable for this 
sophisticated plant to continue to operate 
on the basis of a capacity of 1.7 million 
tonnes of ingots as heavy losses would 
have to be incurred and the break-even 
point may not be reached until a capacity 
of 2.5 million tonnes was achieved. In 
view of the need to eliminate losses and 
secure a higher level of production within 
a short period, there will necessarily have 
to be continuous expansion of the Bokaro 
unit until the four million-tonne and even 
the 5.5 million-tonne stage as it has been 
emphasised that the cost of additional 
capacity will be cheapet than in the case of 
new units. The government has rightly 
decided to accord higher priority fot 
Bokaro's expansion though there may be 
difference of opinion over the conception 
of the project and the blueprint for a lay- 


in a big way resulting in the shutting out 
of other projects. 

A similar approach also is being adopted 
in the case of Bhilai with greater justifica¬ 
tion and the capacity of this unit is being 
raised to four million tonnes from 2.S mil¬ 
lion tonnes. While the compulsion and the 
desirability of expanding capacity of these 
two' units were never in doubt what is real¬ 
ly sad is the fact that no attempts have 
been made so far to expand the capacity 
of the two private sector units, which arc 
the only steel plants functioning on a sus¬ 
tained profitable basis in spite of many 
handicaps. The government is culpable 
for not thinking of expanding the capacity 
of these two un : ts because of ideological 
inhibitions and has needlessly inflicted a 
heavy loss on the nation in the shape of 
lost and cheaper production because of 
lower capital cost. The expansion scheme 
of Indian Iron and Steel Company parti¬ 
cularly for raising capacity by three lakh 
tonnes with a small outlay, which even on 
the revised basis works out to only a little 
over Rs 2,000 per tonne of capacity, has 
been needlessly delayed. It has now 
been indicated that this project is being 
taken up. While an early decision may 
be taken in this regard and the project 
implemented without any further delay, 
what is more important is the need for 
thinking on ambitious line so that between 
Tata Iron and Steel Company Limited and 
Indian Iron & Steel Company Limited 
there can be a doubling of capacity to six 
million tonnes. Mr Kumaramangalam has 
given enough indication to suggest that 
he is in favour of expanding the 
capacity of these units and some tangible 
proposals may be made in the coming 
months. 

Besides the lower capital outlay on the 
expansion of TISCO and USCO, what is 
more important in the present context is 
the need for a continuing rise in produc¬ 
tion in the coming years. There has 
been an awkward increase in consumption 
of steel latcrly and with greater emphasis 
on exports of engineering goods, it may 
well happen that an increase in production, 
with better use of existing capacity and 
the implementation of expansion schemes 
of Bhilai and Bokaro, will take care only 
of the rise in consumption in the next three 
or four years and it will not be possible to 
reduce imports. It may not actually be 
possible to effect a reducl'on in steel im¬ 
ports in the current year as even with a 
higher output of 7.2 million tonnes of in¬ 
gots, availability may fall short of actual 
demand. Internal consumption and ex¬ 
ports may require additionally one million 
tonnes of finished steel while the increase 
in output will be only 7.5 lakh tonnes of 
finished steel. Since it is unlikely that the 


two new steel units proposed to be locate** 
in the southern region will commenc' 
production before the commencement o 
the sixth Plan, some more expansioi 
schemes have to be taken up immedi! 
ately for preventing the emergence o ; 
acute scarcity midway through the fill : 
Plan. 

It has been conservatively estimated tha' 
aggregate capacity will have to rise to l‘t 
million tonnes of ingots by 1978-79. Th,. 
actual need, however, may be much highe 
at 22 million tonnes. How can this capa 
city be achieved? The present capacity i. : 
nearly nine million tonnes while Bhilai an* 
Bokaro will be adding between themseivc 
5.3 million tonnes of new capacity. Assum 
ing that it will be possible to raise the capa 
city of Bokaro to only four million tonne 
by tlie end of the fifth Plan, there will b< 
an aggregate capacity of only 13.5 millioi 
tonnes. Even granting that Bokaro’s capa 
city can be taised to 5.5 million tonnes b; 
1978-79, the total will increase to only 1: 
million tonnes. The expansion schemes o 
TISCO and 1ISCO have, therefore, to bi 
accorded the highest priority even fo 
attaining the Planning Commission’s targe 
of'19 million tonnes. As there may be : 
faster growth of demand once the desire* 
momentum had been gained by the cco 
nomy, the capacity of the Durgapur ant 
Rourkela plants also have to be raiset 
to three million tonnes each which wil 
give an additional capacity of 2.< 
million tonnes. The balance of 14 lakl 
tonnes can be expected to be mad* 
up by mini steel plants and othe 
measures. ^ 

Mr Mohan Kumaramangalam shoult ^ 
be aware of these compulsions and earl; 
decisions on expansion schemes may bi 
announced. But it is clear beyond doub 
that only expansion schemes can meet th* 
growing needs of the country in terms o 
steel in the next seven years. There wil 
also have to be perspective planning forth ' 
sixth Plan as in 1979-84 only new plant 
can deliver the goods. If there is to b | 
a target of at least 30 million tonne '1 
for 1983-84, it will have to he decided tha 
three more units should be located i. 
different parts of the country with ai 
initial capacity of even 2.5 million tonne 
each. A decision about two more nev 
steel plants, one in Orissa and anothe 
in Madhya Pradesh, cannot, therefore, b 
postponed for long. It may even be neces 
sary to erect a third new plant and fifU 
in the new series in order to broaden an* 
disperse the base further and improv 
the stature of the industry. The steel ma 
is becoming important and it shoul 
not happen that the country is caugh 
napping when new trends in stc< 
consumption assert themselves fora 
fully. . 
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treasonable 
attitude of 
UPSEB 


file Planning Commission and the Central 
government have clearly told state 
governments to raise more resources to 
finance their respective plans, none of 
vhich can be described as being non- 
tmbitious. But the same fervour seems to 
?e lacking in their insistence on state go¬ 
vernments refraining from certain actions 
vhich have the effect of sharply reducing 
revenue both directly and indirectly. 
Otherwise, it is difficult to explain the 
let ions of the LIP government and, more 
>articularly, the UP State Electricity Board, 
vhich ruh counter to advices and sugges- 
, ions from the government of India, the 
banning Commission and the Tariff Com- 
nission, among others, in the matter of 
ates charged for electrical energy to a 
*asic and strategic industry like the 
Aluminium industry. The queston ^of 
lectricity rates charged to the industry, 
i particular to Hindustan Aluminium 
'orporation Ltd (H1NDALCO) vis-a-vis 
he rates charged by other states gove¬ 
rnments to aluminium companies in 
heir states (i.e. outside the UP) accor- 
ingly figured prominently at the annual 
eneral meeting of Hindalco (held in 
sombay recently. 

Mr G. D. Birla, Hindalco's Chairman, 
xplained at length the position in regard 
) power supply from the UP State Ele- 
tncity Board (UPSEB). There is a long- 
irm agreement between the company 
ad the UPSEB which is, more often than 
ot, ignored by the fatter. Not only does 
ic UPSEB charge to Hindalco by far the 
ighest rates paid by any aluminium pro- 
ucer in India; it also docs not supply the 
uantum of energy undertaken to be sup- 
lied under an agreement. The situation 
its aggravated every year by the power 
its imposed by the UPSEB on some pre- 
xt or the other. If complaints are made to 
le Board, instead of referring the matter 
i arbitration as has been mutually agreed 
pon, the UPSEB serves notices threaten- 
g to cut off even this reduced supply, 
mi lariy, the Board has refused to renew 
te agreement providing for the supply 
' additional energy in case of an emcr- 
sney or shutdown of any of the Rcnu- 
.gar thermal units for repairs, forcing the 
unpany to move the High Court so 
i to ensure continuance of power supply, 
gain, for the efficient functioning of its 
vn thermal units, Hindalco has to depend 
1 coal supplied by the National Coal 
evelopmcnt Corporation (NCDC)— 
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anouugrruDuc aecior project—wnicn not 
only fliVlies bad quality coal but even this 
suppp is woefully inadequate. So it re* 
raaini|b be seen how far Hindalco’s power 
probl^i would be mitigated by the new 
licence; for additional, power production 
which Mr Birla told Hindalco shareholders, 
the company is likely to get. Meanwhile, 
it may be noted, the government of the 
UP and the UPSEB have already issued 
letters, of authorisation for expansion of 
the company’s Renusagar power plant 
to take care of the permanent requirements 
of power for its proposed expansion of 
production capacity by a further 30,000 
tonnes. 


Normally, the cost of electrical energy 
accounts for a major portion of the cost of 
making aluminium. It is, therefore, a 
matter of concern to Hindalco that the 
rates of tariff for the power supplied by 
UPSEB under the Emergency Assistance 
Agreement, which are high enough as 
originally fixed, are proposed to be stepp¬ 
ed up further. (These have actually been 
raised with effect from January 1, 1972, 
making the power cost even more prohibi¬ 
tive, but the company has contested the 
rise). Mr Birla indicated that this would 
lead to an increase of Rs 1.22 lakhs over 
the 1970 figure under this head. Even in 
regard to the supply of power to Hindalco 
pending the expansion of its Renusagar 
thermal Plant, after the UP government 
had agreed to charge at the rate of four 
paise per unit, the UPSEB has stalled it 
on the score that this rate is not profitable. 

One is at a loss to account for this 
strange attitude on the part of the UPSEB 
in particular and of the UP government 
generally. It cannot be that these authori¬ 
ties are unaware of the importance of the 
aluminium industry, especially as it is now 
in demand more and more for defence 
uses. This apart, the state government 
ought to be really concerned about any 
setback to this industry—in its case Hind¬ 
alco—as this would adversely affect em¬ 
ployment in the state (currently, staff and 
workers in Hindalco number over 4,000) 
and also state revenues. For instance, if 
production in Hindalco goes down, the 
state's revenue by way of sales tax would 
also go down. Instead of giving all en¬ 
couragement to an industry like this, as 
other state governments have been doing 
the UP government would appear to be 
adding to its burdens. No less a person 
than a central minister informed the Lok 
Sabha recently that, compared to alumi¬ 
nium industries elsewhere, the aluminium 
industry in the UP i,e, Hindalco, suffered 
from a difference in costs of production 
on account of electricity to the tunc of some 
six crores of rupees. 

No chairman of the board of directors 
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ot a company would like to present poof 
results of wafting of an industrial unit 
undo: his charge, If he can. Before any 
shareholdercould point outto this, then- 
fore, Mr' Birla himself said, in the 
course of hi* introductory remarks at 
the last anmtal general meeting of 
Hindalco, that he was rather disap¬ 
pointed at the poor results, although he 
was at pains to explain why this was so-— 
“for reasons beyond our control”. Among 
the mqjor causes he listed wen prohi¬ 
bitive cost of electrical power, reduced 
prices of aluminium, rise in raw mate¬ 
rials prices, tax liability and provision 
for gratuity. But the veteran captain of 
industry that he is, he said he was un¬ 
daunted and would "depend on out own 
efficiency” to maintain profits. “We are 
trying our best to economise”. However, 
he added significantly, "where a plant is 
alrady working efficiently, then is little 
scope, if any, for economy”. Even so, 
Mr Birla pointed to efforts being made in 
the direction, such as establishment of 
a Recovery Division to plug all loopholes 
wastage and setting up of an Economy 
Division to effect further economies 
where feasible. 

Explaining why the cost of production 
of aluminium has gone up so much over the 
past year, Mr. Birla said this was primarily 
due to the increase in prices of power, 
aluminium fluoride, cryolite CP coke, 
caustic soda, hard pitch and soda ash (both 
imported and indigenous) and also the 
rise in costs of steel and spare parts. He 
also made the point that the public sector 
concerns were frequently raising the prices 
of items supplied by them, thereby dis¬ 
pelling the popular illusion that prices 
charged by public sector concerns are rea¬ 
sonably stable. This is rather disturbing, 
because, if prices cannot be held by the 
public sector units which have come to 
occupy “commanding heights” the pro¬ 
spects of the government being able to 
hold the price line would be bleak indeed. 
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The arithmetic of 

farm mechanization 


L.R. Singh and J.P. Bhati 


Tut: technological breakthrough in our 
agriculture has increased'the farm income. 
The introduction of short duration high- 
yielding crop varieties is fast replacing 
locally adopted crop varieties and thus 
opens new avenues for following multi¬ 
ple cropping. This has not only led to 
increased employment of human and 
bullock labour but has also helped to 
create employment for the major part of 
the year ibr small and medium farmers. 
On large farms, on the other hand, this 
increased demand of human and bullock 
labour brought forth by new technology 
would tend to increase the demand for 
farm mechanization. Farm mechaniza¬ 
tion replaces human and bullock power 
in preparatory tillage and threshing opera¬ 
tions and thus creates unemployment. 
However, it ensures the completion of 
these operations well in time on large 
farms. Also mechanization increases em¬ 
ployment of human and bullock labour in 
operation like lift irrigation involving use 
of persian wheels and tubcwell. Since the 
employment situation in the country is 
alarming, the unemployment creating as¬ 
pect of mechanization may be socially 
undesirable but increased productivity of 
the land due to timely operations and 
multiple cropping maybe an economically 
desirable preposition particularly on large 
farms. In this paper an attempt has been 
made to examine the impact of mechani¬ 
zation on human labour employment 
and land productivity and its value in the 
context of new agricultural technology. 

The paper is based on the data taken 
from a study 1 conducted in Nainital Tarai 
and Baduan district of north-western 
Uttar Pradesh in 1967-68. The selections 


f Changing Agriculture and Rural life in a part 
of Northern india-Sncio-Fconomic Behaviour 
of Progressive Farmers in North-West UP., 
UP Agricultural University and Rockefeller 
Foundation Co-operative Project. 

2. A farmer was classified progressive if he sati¬ 
sfied any three of the following criteria (1) 
having at least 30 per cent of his sown area 
under HYV, (2) h wing at least 20 per cent 
of his sown area irrigated, (3) having at least 
20 per cent of his sown area chemically ferti¬ 
lized, (4) having owned means of irrigation (5) 
having one agricultural machinery as tractor, 
thresher, etc. 


of farmers was made by following a four 
stage stratified sample design, with district 
as the 1st stage unit, development block 
within the district as the second stage, 
agriculturally progressive locality (gaon 
sabha) within the blocks as the third 
stage and farmers within selected localities 
as the fourth stage units. Two blocks in 
each district and 6 gaon sabhas in each 
block were selected. From these gaon 
sabhas all the progressive farmers and 10 
per cent of less progressive farmers were 
selected. In all 245 progressive* and 158 
less progressive farmers representing three 
size groups of holdings viz ; small with less 
than 10 acres, medium between 10-30 acres 
and large with 30 acres and above were 
interviewed 

To examine the impact of mechaniza¬ 
tion on farm productivity and its substitu¬ 
tion rate with labour, aggregate farm pro¬ 
duction function for the two groups of 
farm separately were fitted in the follow¬ 
ing form : 

[ Y== ax, b ‘x, b >x, b »x 4 b «x, b ‘] 

The variable included arc: 

Y =The total value of farm crop 
output in Rs 100 


X x -Expenditure on bullock labour 1 
in Rs. 

Xi = Expenditure on technology 
(HYV, fertilizer and irrigation) 
in Rs. 

X 3 ^Expenditure on machinery in Rs. 

X 4 Operated area in acres. 

X 5 -"Expenditure in labour in Rs. 

a is constant and b t .b 6 are the 

regression coefficients of respective varia¬ 
bles. 

The examination of simple correlation 
matrices indicated the absence of multi- 
collenearity in the data for both the equa¬ 
tions pertaining to progressive and less 
progressive farms. 

results and interpretation 

Table I indicates that the adoption of 
mechanization is visible only on medium 
and large farms. As a result of increase 
in the level of mechanization as reflected 
through expenditure per acre on machin- J 
ery, there is decrease in the level of ex- J 
penditure on labour. This inturn reflects 
the emergence of unemployment as a con- 
sequency of increased mechanization. 


Ta ble T 


Findings : Per Acre Level of Resource Use on Farms of North-West 
Uttar Pradesh : 1967-68 


Type of farms 

No. 

Size of 
holding 
(acres) 

Exp. on 
bullock 
labour 
(Rs) X, 

Exp. on 
techno- 
logy 
(Rs) X, 

Exp. on 
machin¬ 
ery 

(Rs) X* 

Exp. on 
labour 

(Rs) X* 

Progressive 

Small 

41 

6 73 

96.70 

129.2 

2 52 

259.10 

Medium 

120 

17.20 

65.11 

105.0 

29.30 

247.26 

Large 

84 

60.40 

24.18 

106.9 

57.00 

182.41 

Average 

245 

30.32 

38.21 

106.9 

47.20 

203.22 

Less Progressive 

Small 

64 

6.72 

76.87 

38.2 

3.10 

218.27 

Medium 

82 

15.54 

48.07 

29.4 

7.30 

169.27 

Large 

12 

49.80 

22.09 

23.1 

27.70 

118.47 

Average 

158 

14.58 

46.70 

29.4 

12.00 

165.18 


(Technology is defined as a package consisting of the expenditure on high yield variety seed, irriga¬ 
tion and Fertilizer). 
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However, if now agricultural technology is 
adopted as could be seen for progressive 
farms, mechanization would make it 
possible to grow more than one crop and 
could not only offset the unemployment 
effect of mechanization but also create 
additional employment opportunity on the 
farms. 

From table II it is clear that except the 
bullock labour, the coefficients of all 
variables are significant statistically. The 
non significant coefficient of bullock labour 
could be contributed to its indivisibility. 
Also on less progressive farm the impact 
of technology is not significant statistical¬ 
ly. 

The marginal value products of techno¬ 
logy, machinery and operated area are 
significantly higher than that of their 
respective acquisition costs on progressive 
farms which indicate the scope for increas¬ 
ing use of these resources to increase farm 
returns. On less progressive farms only 
machinery has higher marginal value pro¬ 
duct than its acquisition cost. The pro¬ 
ductivity of labour on both types of 
farms is statistically equal to its acquisi¬ 
tion cost indicating thereby an efficient and 
rational use of this resource. This seems 
quite plausible as labour supply in this 
region is scarce and most of the labour 
comes from the eastern part of Uttar Pra¬ 
desh (a relatively surplus region of the 
state). 

resource substitution 

The rate of technical substitution 
between two inputs is computed by hold¬ 
ing other inputs in the equation constant 
tant at their geometric mean levels 
(Table IV.) 

Land is a scarce resource. It is seen that 
to replaces one acre of operated area on 
progressive farms, Rs 203.78 worth of 
technology is needed. The annual acqui¬ 
sition cost of one acre of land is Rs 320.00. 
Thus it is economical to push the techno¬ 
logy and substitute it for land. 

Labour substitution through mechaniza¬ 
tion would reduce the cost considerably. 
To replace one rupee worth of labour the 
expenditure on machinery is 0.11 and 
0.03 on progressive and less progressive 
farms respectively. Hence it is economical 
to have mechanization on both types of 
farms but relative economic efficiency of 
mechanization in terms of labour replace¬ 
ment would be higher on less progressive 
farms as compared to progressive to 
achieve the existing level of farm income. 


JF/ 

Although this creates unemployment, 
its magnitude however would be less on 
progressive farms. 

As a result of diversion of funds from 
labour to machinery, the productivity of 
land, technology and labour would in¬ 
crease and that of machinery would go 
down. On progressive farms the produc- 


ports of wiiwi 

tivity of land is statistically higher thar 
the acquisition cost and a further increase 
in its produotiyity as a result of increased 
mechanization would attract these farmers 
to increase their operated holdings by pur* 
chasing land even at higher acquisition 
cost. The existing land productivity on 
less progressive farms on the other hand is 
statistically equal to acquisition cost. The 


Table II 

Elasticity of Production R* and Return to Scale 



Bullock 

Techno- 

Machi- 

Operated 

Labour 

R* 

Return 

Type of farms labour 

logy 

ery 

area 



to 







scale as 
ind. by 



X, 

X, 

X. 

x 4 

X* 


t-test 

Progressive 

0.02157 

0.27403** 

0.0293* 

0.59836** 0.30512** 

0.82 

Increasin 

(245) 

(0.02156) 

(0.04432) 

(0.01064) 

(0.06114) 

(0.05366) 



Less 

Progressive 

0.00577 

0.04407 

0.03798* 

0.70503 

0.30815** 

0.64 

Constan 

(150) 

(0.03111) 

(0.02647) 

(0.01828) 

(0.09280) 

(0.08613) 




Note: Figures in parenthesis denote standard errors of respective regiession coefficients. 
* Significant at 5 per cent level. 

'* Significint at 1 percent level. 


Table III 

Marginal Value Products of Farm Resources 


Type of farm 

Bullock 

labour 

Technology 

Farm 

machinery 

Operated 

area 

Labour 

Progressive 

0.46 

(0.46) 

2.47** 

(6.40) 

9.73* 

(4.15) 

503.36** 

(51.43) 

1.25 

(0.21) 

Less Progressive 

0.06 

(0.35) 

1.31 

(0.79) 

34.02* 

(16.37) 

320.85 

(42.23) 

0.85 

(0.24) 


Note : Figures in parenthesis denote standard errors of marginal value products. 
* M.V.P. significantly different fiom annual acquisition cost at 5 per cent level. 
** M.V.P. significantly different from annual acquisition cost at 1 per cent level. 


Table IV 

Rate flif Technical Substitution on Progressive and Less Progressive 
Farms of North-West (UP) : 1967-68 


Type of farm 

Substitution between 

Rate of technical 
substitution 
d xi 
d xk 

Progressive 

Technology and operated area 

—203.78 

Progressive 

Machine and labour 

—0.11 

Less Progressive 

Machine and labour 

—0.03 
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POINTS Of VIEW 


ibstituti'on of labour through machinery 
ay not boost the productivity of land to 
ich an extent that the less progressive 
rmers could compete with the pro- 
•cssive counterpart in acquiring more 
nd from the inflexible market dominated 
i higher prices put forth by progressive 
.rater. Thus progresive farmers tend to 
crease their farm size. But due to the fact 
iat the attachment to land in India is 


high and alternative employment oppor¬ 
tunities are rare, the less progressive farm¬ 
ers may not dispose of their land so readi¬ 
ly. However, the less progressive farmers 
articularly the small ones are finding it 
ard to survive due to (a) a decline in 
product price from a shift in product 
supply function whose benefit they have 
not reaped fully (b) by their failure to 
share in increased land values, through 


denial of access to the land market which 
would otherwise transmit the mcchine 
effect. Both the things are clearly visible 
in this area where the land prices have gone 
upto Rs 4,000/- per acre, (the price of 
land was comparatively very low before 
the advancement of new agricultural 
technology) and the small and less pro¬ 
gressive farmers are finding it difficult to 
hold their own. 


Economics of Tourism 


sIernational tourism is the largest 
ngle item in the world’s foreign trade 
id for some countries the most important 
irner of foreign exchange. For other 
juntrics, it represents a promising new 
iurce of economic growth. 

In economics, the demand for goods and 
srvices is regarded primarily as a function 
f price. Some public products are sup- 
lied free. Others are determined by 
le ’Invisible Hand’. Tourism is some- 
hcre midway between these extremes, 
he costs of transportation are borne by 
ic consumer, while others, such as 
lfraslructure costs are borne by the pub- 
c sector. The tourist, as a buyer, travels 
) the origin of the product to acquire it. 

Apart from the balance of payments 
spects, tourism’s benefits extend to other 
irections. It promotes balanced regional 
evelopmcnt as tourist centres are deve- 
ipcd away from the industrial areas, 
lie money spent by tourists is re-spent 
•r saved by the local population. The 
tcome ‘multiplier’ effect determines fur- 
her employment and output. It is a 
ervice industry and labour-intensive; 
once of special interest to the labour- 
urplus traditional societies. Finally, the 
cross-fertilization’ of ideas between peo- 
iles has intangible social benefits. 

Who is a tourist? He may be regarded 
is a recreational traveller, a business 
raveller or a traveller for other purposes 
uch as meetings. The recreational travel¬ 
er’s demand is price-elastic as tourism 
ias rapidly extended to the middle income 
Masses in the age-group of 25-40. The 
lusiness traveller’s expenses are usually 
’on the house”; his demand is neither 
vice nor income elasticity over a wide 
angc. The third category is the miscellan- 
:ou$ traveller who goes abroad for health 
;easons, to international conferences or 
or domestic reasons etc. The ‘stopover’ 
/isitors are excluded from the purview as 


statistical data on this category will be 
difficult to compute. His behavioural 
pattern, too, is indeterminate. 

The receipts from international tourism 
over the period 1955-1968 incteased, at a 
phenomenal annual average rate of 20 per 
cent, while world exports increased at 
7.8 per cent. Tourist receipts as a propor¬ 
tion of world exports increased from 4.2 
per cent in 1955 to 7.1 percent in 1968 
(Table I.) 

Unlike many of the ’developing and 
developed countries, India suffers from a 
paucity of statistics regarding receipts 
from tourism. In the Reserve Bank of 
India’s annual reports no attempt has been 
made at any estimation of tourism earn¬ 
ings under ‘invisibles’. 

A tentative estimate can be made thus. 
In 1968, approximately 2,00,000 tourists 
came into India. Assuming a per capita 
outlay of 9250, and allowing for a leakage 
of 25 per cent by way of ‘blackmarket 
sales’ of currency and expenditure on 
imported content of products purchased, 
the net foreign exchange earnings would 
be in the region of Rs 25 to 30 crores per 
annum. More detailed presentation ot a 
model to work out all the income and 
foreign exchange effects will be attempted 
later. 

For 1968, on this basis, tourism receipts 


as percentages of value of exports and 
gross domestic product in various coun¬ 
tries are given in Table II. 

Table II 


Tourism Receipt as Percentage of Export 
and Gross National Product 1968 and 
Ranking of Receipts in Export Trade 



%0f 

export 

earnings 

%of 

GNP 

Ranking 

in 

exporttrade 

Barbados 

32.4 

14.3 

1 

Ceylon 

2.6 

.6 

7 

Jordan 

21.6 

5.1 

l 

Malta 

17.8 

4.4 

3 

Spain 

22.3 

5.2 

1 

INDIA 

2.4 

.0102 12 


Note : For Hong Kong, Mexico and 
Panama also the receipts from tourism 
exceeded those from any industry. 

Source : Individual statistics of different 
countries. 

It is evident that India is a ‘laggard’ 
with ‘miles to go’. But before we propose 
any specific panacea a model analysing 
the economic effects of tourism is neces¬ 
sary. 

the Zinder report—a critique 

This report* has had considerable in- 


Table I 

Tourism Receipts and World Exports 

Item Amount in £ Billion Percent Average annual 

1955 1960 1968 increase growth rate 


World export of all goods 32 44 67 101 7.8 

Value of tourist receipts 1.36 2.43 4.76 250 20.0 (Approx.) 

Tourist recipts as percen- 4.2 5.4 7.1 

tags of world exports 

Source : U.N. Balance of Payments Statistics. 
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fluence on economic precept and practice 
in the field of tourism. 

The crux of the report is the ‘multi¬ 
plier' effect of tourist spending in different 
countries where the following figures are 
derived : 

Yugoslavia 8.4 

South-east Asia 3.2 
Caribbean 2.3 

These are specific income multipliers. 
One thousand dollars spent by tourists 
would add $2300 or $3200 as the case 
may be before the impact wears off by 
leakage. 

However, all the calculations rest on 
the unrealistic assumption that the pro¬ 
pensity to import and consume, the ratio 
of yield from taxation to the national 
income and the share of wages in the 
national income are constant. 

The basic fallacy is that the income 
multiplier is in reality only a transactions 
multiplier. It : s merely a measure of 
“dollars ch^.iging hands" as under: 


First 

Round 

Tourist pays hotelier 

315.00 

Second 

Round 

Hotelier pays wages, 
buys goods, pays taxes 
on the goods. 

248.37 

Third 

Wages and salary re¬ 
ceipts; spurt on goods; 
government spends 
tax revenue. 

151.91 

Fourth 

Round 

Same as above 

61.00 



776.28 

(I) The 

General Multiplier 



In an open Keynesian Economy, the 
basic equation is : 


S+Ea-IfE, (1) 

Where S and E tt represent ‘leakages’ 
from the tourists’ home country in the 
shape of savings and expenditure on 
tourism abroad. I and Ef represent injec¬ 
tions of investment and expenditure by 
foreign tourists in the nation visited. 

It is assumed that S and Ea vary solely 
with households* income within a relative¬ 
ly narrow price range of services. Thus 
S=fi (y) (2) 

Ea f,(y) (3) 

Further s£y 

AE*=eaAy 

* Report prepared by H. Zindcr and Associates 
for the US AID in 1969. 


These equations mean that 'S', the 
marginal propensity to save out of in¬ 
cremental income is constant; the expendi¬ 
ture . on tourism * ea ’ is the marginal 
expenditure propensity, also constant in 
terms of incremental incomes. 

From the equilibrium condition of (1) 
AS-fAEaw»Al-j-AEt (4) 

from (2), (3) and (4) we get 

SAY-feaAY= A I-l- A Er 

A y - 4 s <*+ E '> 

Thus, the change in income will be Kt 
times the change in investment or expen¬ 
diture by foreign tourists where Kt is 
equal to the reciprocal of the marginal 
propensity to save plus the marginal pro¬ 
pensity to spend abroad. If 25 per cent 
of an increment in income is saved and 15 
per cent spent on tourism, then S=25 
and K=15. 

Hence Kt== ITpR 

= 2.5 

A change in I or Ef will lead to an increase 
in income of two and half times the amount. 
This is the tourism multiplier. 

(II) Income Multiplier and Import 
CoeJJicient 

Let us assume that the import coefficient 
is .1 or 10 per cent. This refers to the 
imported goods bought by tourists and 


HUS OF KM 

also accouiys for the net foreign earnings 
after allowing for the cost of imported 
materials bought by hotels in developing 
countries. For India, this assumption 
seems reasonable. For a Rs 50 million 
‘5-Star’ hotel, the foreign exchange allow¬ 
ed for acquisition of fixed assets is usually 
Rs four million and allowing for imported 
supplies of liquor and any ‘overrun* on 
costs, the 10 per cent assumption is valid. 
Most consumer goods are made indigen¬ 
ously; antiques are entirely ol local origin. 

The final multiplier can be calculated 
on the assumption that the propensity to 
consume and the government propensity 
to spend both equal unity with the import 
coefficient at 10 per cent. 

If $ 100 is spent on accommodation, 
local expenditure is generated as given 
in Table III. 

The initial accommodation multiplier 
is $ 180. Allowing for a second and third 
round effect with smaller incremental 
doses, the total works out to 8 250 as an 
approximation. The accommodation mul¬ 
tiplier is 2.5. 

The Food and Drinks (F & D) muti- 
plier can now be calculated. The total 
volume spent on F and D is about 50 
per cent of that on accommodation. 
Allowing for a 20 per cent imported con¬ 
tent, 8 40 is the net local proceeds for 
every $ 50 spent. The multiplier is given 
in Table IV. 

Successive rounds of decreasing intensity 


Table III 

Accommodation Expenditure 


First Round : Tourist to hotelier 
Leakage 

Second Round: Hotelier’s expenditure 

profit 

Third Round : Wages spent 


Local Purchase 


Hotelier’s expenditure from profits 
Tax yield 

Government expenditure 


i 90 
$ 10 
$80 
$20 

$ 80 (c, the consumption 
propensity is unit 
$ 10 (his value of c~.5) 
$ 10 
S 10 


Table IV 

Food and Drinks Expenditure 


First Round : 

Tourist to hotelier 

$ 50 


Import content 

$ 10 

Second Round : 

Hotelier’s expenditure 

$ 40 


profit 

S 10 

Third Round : 

Wages spent 

S 40 


Hotelier’s expenditure 

$ 5 


Tax yield 

$ 20 (high liquor taxes) 


Government expenditure 

1 20 
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can be assumed. The F & D final multi¬ 
plier is about 3.0. 

Allowing for a 1.5 multiplier value with¬ 
out import leakages from spending on 
focal transportation and shopping, on a 
$50 initial outlay, the total income multi¬ 
plier from an outlay of $200 is : 

$250+8150+895=55475. 

The final multiplier in India is around 
2.37.- It must be emphasised that this is 
highly tentative and more data on the 
domestic marginal propensity to save is 
necessary. Allowing for errors of esti¬ 
mation or extrapolation, the multiplier 
could easily reach 3.0, if not more, by 
1975. 

(Ill) Foreign Exchange Earnings 

Postulating a savings rate of .2 and im¬ 
port coefficient of .2 (on the high side for 
India) the position would be : 

Foreign Tourists' spending Local income 

Exchange -- 

brought Spent Saved Spent Saved 
in 

8 200 8 160 8 40 $ 128 8 32 


pressed by the following equation : 

T=EfKt.p 

Where T=Tax revenue, E=expenditure 
by tourists, Kt is the tourism multiplier, 
and p=proportion of national income 
accruing to the government by all taxa¬ 
tion. 

Where statistics are available of the 
revenue from tourists’ spending it should 
be possible to effect broad assessments of 
the cost-benefit ratios of public outlays to 
achieve these revenues. 

policy implicatioDS 

The volume of tourist traffic is estimat¬ 
ed to go up to 5,00,000 in 1975 and 
9,00,000 in 1980. 

This indicates that about 45,000 rooms 
are required by 1980 as against 9,000 
rooms available in 1971. A total outlay 
of Rs 350 crores is indicated and the 
capital-output ratio is in the range of 
3:1. 

On our previous analysis, the estimated 
foreign exchange earnings for 1975 and 


1980 are: 



Multiplier 

Foreign exchange 
earnings 

1975 

8 27 billion 

8 8 million 


Rs 202 crores 

Rs 60 crores 

1980 

•s 31 billion 

8 1.4 billion 


Rs 225 crores 

Rs 105 crores 


The moral of these findings is quite 
clear. While the Ministry of Tourism is 
looking on proposals to put up hotels with 
favour, the Ministry of Company Law is 
regarding this area as a loophole used by 
’monopoly houses' to increase their 
stronghold on the economy. Our analysis 
shows that irrespective of ideological 
considerations, the building of hotels is 
a must as the benefits far outweigh the 
visible costs and also the invisible costs of 
any ‘concentration’. 

It is also essential that foreign firms 
operating in India are encouraged to go 
into this line with expansion of Indian 
equity holding. Thus, the government 
fulfils two objectives; first, greater domes¬ 
tic ownership and second, reducing the 
strain on the balance of payments as 
exchange earnings will be greater than the 
marginally greater flow of repatriation 
abroad. 


£conombt 25 Ife&ti flqo 

June 13, 1947 


The pure ‘isolated multiplier’ of foreign 
exchange spending is 288-^200=1.44, but 
this has been included in our earlier esti¬ 
mates. 


Tourist Multipliers for other countries 
as assessed in different reports are : 


Pacific and Far East 

3.2 to 4.3 

Hawaii 

1.3 

Pakistan 

3.3 

Ireland 

2.7 


Thus, our results appear to be valid. 


(IV) Tax Revenues 

The proportion of tax revenue to nation¬ 
al income varies from 10 to 20 per cent in 
the developing societies. The revenues 
accruing to the government can be ex- 


A document of some practical value reflecting 
the judgement of men intimately conr.ected with 
the industry was rescued from the dusty archi¬ 
ves of the Central Secretariat a few days back. 
It is the report of the Post-war Sub C )in- 
mittee which was constituted it September 1944 
and considering the nature of th: report itself 
there is no doubt that it must have taken at 
best a few months to cover the subject of 
enquiry. The date of its preparation has been 
conveniently left to the imagination of the 
reader, but there is cogent internal evidence 
to show that it is in any case prior to the 
Insurance (Second) Amendment Bill which is on 
the legislative ‘ anvil for more thin one year. 
The first Amendment Bill to the Insurance Act 
of 1938, the appointment of the Jehangir 
Committee; the Second Amendment Bill embod¬ 
ying practically all its recommendations and the 
setting up of the Sub-committee of the Advisory 


Cjnimittee almost about the same time arc proof 
positive that the former Governmet of India did 
not feel it worthwhile to formulate a definite and 
clear-cut policy in respect of this vital national 
industry. The sole term of reference of Sub¬ 
committee was couched in vague and rather in¬ 
different language—to consider “all the problems 
rehting to Post-War India’*'—as if the entire 
vast field from corp and cattle insurance right 
up to social security can be covered in a brief 
investigation. But the Sub-Committee has done 
well to confine its attention to life insurance 
in particular and also to the main problems 
of general insurance. Its recommendations 
clearly pone out what independent action 
insurers on their own part can and ought to 
take to revitalise the industry and at the same 
time indicate lines on which the Government 
should contribute its primary share to ihe 
requisite reform. 
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I 

Some Forthright Views 

I first begun contributing this column 
to Eastern Economist in October. 
1946. 

With a glow of modest pride and keen 
gratitude I record that, in these 26 years, 
on the one hand, I have received only a 
single letter of criticism (which l publish¬ 
ed) for what the writer amiably called my 
‘laughably obsolete economics” and my 
'‘quaintly archaic social outlook”, while, 
on the other, it has won, from countries 
lar apart—including India, Australia, 
England, Kenya and the USA—a conti¬ 
nuing trickle of fan mail, applauding the 
oeams of free enterprise that I send forth 
n skies heavy with dark clouds of socia- 


industrial civilisation, anti-colonialism, 
Zionism, the United Nations and other 
topics, spiced with lively portraits, 
including Dulles, Nehru, Sukarno, Ken- 
yatta, Haile Selassie, Henri Spaak, and 
Australians such as Casey, Hasluck and 
Evatt—altogether an interesting histo¬ 
rical record. 

Not all Mr Crocker’s views will be 
popular either in India or in Australia, 
but whatever one thinks of them, the 
experience and observation of men and 
affairs behind them compel one to reflect. 
One cannot brush them lightly aside or 
ignore them. 1 will quote three examples, 
the lirst on India, the second on Pandit 
Nehru, and the third ‘ on Australia’s 
foreign policy. 

”1 will not go into Indian politics or 



priated, but now many millions are being 
made out of speculating in real estate in 
the ever-growing urban areas? 

Non-violence was the sincere creed of 
Gandhi but not of many other Indians.” 

Crocker on Nehru 

“I have given some impressions of the 
India of those days in my book Nehru. 
As Galbraith's Ambassador's Journal testi¬ 
fies, Nehru, like other Indians panicked 
in 1963 when China decided to give India 
a reminder. Nehru’s twenty-one years’ 
Prime Ministership will probably come 
to be seen as having had less effect on 
India than had been thought. His driving 
passions are largely irrelevant to the India 
he bequeathed. And Nehru will have to 
take his share of the blame for nationalist 
fury, for false hopes about paradise re¬ 
gained once independence had been gained 
and, above all, for bringing the mob on 
to the stage, including student mobs (which 
now riot because examinations are *too 
hard' or they cannot get free or cheap 
cinema tickets). His enormous prestige 
will probably be written down in the 
future. That of Gandhi, on the contrary, 
will wear better. Gandhi was an Indian 
Nationalist but much more; for instance, 
he had taken the measure of machine 
civilisation and of some great truths. 
Yet whatever mistakes Nehru made they 
will never diminish his interest as a man. 
For me he was so fascinating as by him¬ 
self to make my India assignment fasci¬ 
nating,’* 


ism, whose silver linings arc’streaked with 
bureaucratic red tape. Every now and 
igain one of my correspondents publishes 
lis views, and 1 seize the opportunity to 
live them wider publicity in this column. 

The latest example is Waller Crocker, 
vho lirst wrote me a letter of gracious 
ipprcciation as far back as 1954, when he 
vas High Commissioner for Australia in 
ndia, and with whom -although I have 
lot yet had the pleasure ot meeting him— 

have ever since periodically exchanged 
news. He published an intimate first hand 
tsscssmcnl of Pandit Nehru in 1955, 
entitled Nehru (Allen and Unwin). Having 
etired from Australia’s diplomatic 
•ervicc. he has just published a very 
)ersonal account of his experiences ol 
nternational relations in eleven eoun- 
ries since World War II, entitled Austro - 
tail Ambassador (Melbourne Univ. Press), 
n which he offers challenging thoughts on 
he adequacy of the USA lor world 
eadership, Australia's immigration policy. 


politicians though they were my daily 
environment for some years. Politics 
meant personalities and these in turn 
meant largely personal interests. But 
there were ideological alignments too. 
And there was some corruption. The 
higher levels of the Civil Service, formed 
by, or formed in the image of, the British 
Civil Service, had some very able man. 
The lower levels, which meant over 75 
per cent, and which numbered tens and 
tens ot thousands, were a marvel of 
inertia, fus<y inefficiency and predatori¬ 
ness. One could not sec how normal 
decent day-to-day government could 
ever be carried on by such people let alone 
huge development plans involving hun¬ 
dreds of millions of human beings. Today, 
twelve years after beginning arrangements, 
how much ot the oiT in Cambay is being 
brought into use? How much of India’s 
equally vital needs of fertilizers are being 
produced, as they can be produced, in 
India? The old and useful landownings 
class, the zamindars, have been expro- 


II 

Australia as Crocker Sees Her 

Mr Crocker has contributed to the 
latest issue of the Australia Institute of 
Public Affairs Review (289 Flinders Lane, 
Melbourne 3000) a reconsideration ot 
Australia’s foreign policy, which the 
pundits of India’s External Affairs De¬ 
partment, and all interested in the current 
international kaleidoscope, should pon¬ 
der. 

Mr Crocker begins by asking ’‘Does 
Australia know' what she is doing?’’ I 
stimmuri.se his reply : 

Australian foreign policy has been 
founded too much on fear, notably the 
fear that “they”—“they” being all the 
more menacing because of their shadowy 
vagueness, sometimes the Japanese, as 
twenty years ago, then the Indonesians, 
but more and more the Chinese, and 
more and more the all-comprehensive 
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devils, die infailing stand-by of politi¬ 
cians at a loss, the communists—will 
come down and get us. Fear as a major 
ingredient of foreign policy is neither 
unusual nor 'unreasonable. But if fear 
takes on too nmch fantasy, if it is too dis¬ 
connected frdm the facts, it becomes 
costly and perilous in foreign and in 
defence policy. The essential criticism 
of Australia’s foreign policy is that it has 
been based too much on ignorance. It 
seems incredible but it is true that until 
last year at least, though the public had 
been made familiar with the phrase ‘'the 
threat from China” as it had been with the 
phrase "there is no substitute for wool”, 
our Department of Foreign Affairs had no 
section, no person even, specialising on 
China. 

The first, and the never-ending, need in 
foreign relations is to get at the facts. 
This can be done only in a spirit of objec¬ 
tivity. The half facts or pseudo-facts of 
the mass media are not good enough. Nor 
are the highly selective tit-bits, which the 
(American) CIA might care to provide us 
with. A primary function of our Foreign 
Office doing its job properly, is to work 
at the balance sheet of likely develop¬ 
ments and to calculate our true interests, 
as distinguished from our alleged or ap¬ 
parent interests. China is an obvious case 
for such an exercise. So too is the hypo¬ 
thetical situation of a Malaysia or an 
Indonesia going communist, or the les¬ 
sons of events in Vietnam and the rest of 
south-east Asia since the expulsion of the 
French. The Pentagon Papers, recently 
leaked and published, illustrate the yawn¬ 
ing gap between public beliefs and the 
realities. 

Australia has do foreigo policy 

As a result of our ignorance, Australia 
has been prone to a satellitism to the 
United States of a singularly passive and 
uncritical sort. “All the way with LBJ”. 
The case for the American alliance was 
clear, but wc went too far. Indeed it 
could almost be said that the essential 
characteristic of Australian foreign policy 
is that Australia has no foreign policy 
of its own. We accepted American public 
estimates and attitudes on virtually all the 
great issues of the last two decades. We 
made speeches at the UN, and we made 
diplomatic representations in various capi¬ 
tals, at American behests, and at times in 
the very phrases concocted in Washington. 
Our assiduity and docility have been paral¬ 
leled only by Russia’s tamest, or most 
cowed, satellites. That is why Nehru 
could not be shaken in his belief that 
Australia did not have an independent 
foreign policy. 

Moreover, and leaving aside questions 
at the sufficiency or insufficiency of our 


senior officials in Canberra for working 
out cohesive independent foreign policy, 
too much of the time and staff of the De¬ 
partment of Foreign Affairs has been 
taken up with peripheral matters. These 
become a substitute for the real thing. 
A glaring example is attendance at the 
innumerable and largely useless meetings 
at the UN and its dozen Specialised 
Agencies (FAO, ILO, etc.), a hangover 
from Evatt’s days but greatly multiplied. 
There is probably not a day in the year, 
certainly not a week, outside of the holiday 
periods, when the Australian taxpayer is 
not supporting some delegation or other 
at some UN meeting or another. 

conditions for development aid 

Another example of the substitute taking 
the place of the real thing is aid to foreign 
or developing countries. The idea of aid 
as an expression or human solidarity 
is in itself good up to a point. The ques¬ 
tion is, or should be, in each specific 
case: How far can this aid be effective 
in any meaningful sense? For the painful 
truth is that the gap in economic deve¬ 
lopment between, say, Canada and the 
Congo is the expression of a historical if 
not a mental gap, and this is not to be 
closed just by shovelling in tractors, iron 
works, or technicians. The Australian 
taxpayer has been paying a heavy bill for 
aid—nearly S14 per man, woman and 
child annually, ahot $1500 million since 
the war. We pay out a bigger proportion 
per capita of our national income than 
USA or Canada. And of course, a 
sizeable bureaucracy has grown up to deal 
with it. Vested interests are now deeply 
and powerfully involved. The UN and 
its agencies have thousands of tax-free 
employees spanning the world on aid 
programmes. There had been tremendous 
waste. There is little gratitude in the re¬ 
ceiving countries. There has not been a 
proportionate effect for the expenditure. 
The whole aid phenomenon has been 
shot through with fictions and misappre¬ 
hensions, such as about hunger. There is 
no world shortage of foodgrains. Even 
India has a surplus. The handling of aids 
has improved in recent years but the 
requirements I listed a decade or more 
ago when I was responsible for aid pro¬ 
grammes have not yet been achieved : 
in the receiving country a proper budget 
system, a proper plan, proper preliminary 
investigation, an adequate public service 
which can use the aid, a proper apprecia¬ 
tion of the population problem (rampant 
in the socalled developing countries), and 
aid not to be diverted to military purposes. 

It is significant that the Australian 
Commonwealth Parliament in this year 
of high inflation and budgetary difficulties 
has made no comment on our aid bill of 
about $14 million to Indonesia—an 


expenditure hard to justify on any objective 
count. 

! 

The ignorance predisposing us, as our 
relative defencelessness predisposes us, to ' 
satellitism, is connected with Australia’s 
geographical position and our newness 
to the responsibilities of foreign relat¬ 
ions. Until recently, when the aeroplane 
drastically reduced distance, Australia was 
remote from the world—a far-away conti¬ 
nent, mostly desert and populated thinly 
around some of its edges. The world 
scarcely knew us. And we knew little of - 
the world. Until recently only an infinite¬ 
simal number of Australians had seen 
Chinese, or Africans, or Spaniards, or 
even Americans, at home; and (he propor¬ 
tion which knew a foreign language was 
(with New Zealand) probably the lowest 
in the world of the white races. A special 
responsibility as regards the ignorance 
behind our foreign policy belongs to our 
parliamentarians. 

Australia’s legislators arc near the 
world record for their numbers in pro¬ 
portion to the population and also for the 
scale of their remuneration. Yet no par¬ 
liaments in the White World (other than 
New Zealand) have had such, a small 
proportion of members with a tertiary 
education. I have no undue respect for 
formal education, the value of which is 
often exaggerated in this epoch of the 
neo-literate. There is no necessary co¬ 
relation between diplomas and force of 
mind. But there are limits to the accept¬ 
ability of average uneducatedness. The 
stark truth is that Australia has had the 
worst informed parliaments, as well as 
carrying on proceedings with the worst 
manners in the White World. There has 
been nothing to choose between the 
parties in this respect. More disturbing 
even than the ignorance of the average 
MP about the outside world is his lack 
of curiosity about it. Such parliaments 
are an easy prey to shibboleths and sub¬ 
jectivity. And equally bad is the men¬ 
tality of treating every issue according to 
what party advantage can be got out of 
it. The need for bipartisan approach to 
foreign affairs is urgent. 

Ill 

Facts of Australia's Position 

The press and the mass media, which 
arc controlled by a handful of men, have 
done too little to rectify the error and 
illusion. They deny to the citizen his 
rights as regards adequacy of relevant 
information or of comment though Aus¬ 
tralia has some journalists of outstanding 
capacity who could well meet the need. 

How much basis is there to the fears 
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I about someone coming down and getting 
ns? Have certain primaiy facts about 
Australia's strategic position been gras* 
ped? 

, No country, no matter how powerful 
Jor how favourably placed by geography 
sit might be, can have complete security 
Jany more than any human being, however 
I strong and well doctored, can have com- 
fplete security against cancer, or heart 
^disease or earthquakes. Australia is no 
^exception. Some risks have to be accepted. 
•Over-insurance is no safeguard. Australia, 
Kvilhin the foreseeable future, cannot 
indulge in an arms race with China or 
f Japan or perhaps even India. Popu¬ 
lation and other military potential make 
that self-evident. China is developing 
thermo-nuclear capacity. It is not exclu¬ 
ded that Japan will be starting on the 
process soon. This is likely to increase 
ihc claims, so far muted, that Australia 
should make the bomb. A thermo-nuclcar 
■inns race on Australia's part will not 
'311 ly eat up our resources enormously 
Sul instead of adding to our security is 
ikely to lessen it. The bomb would put 
.is among the potential targets for one 


or of the thermo-nuclcar powers 
muchlgreater than ourselves. (The present 
Amejitan gases in Australia could do the 
same). 

There can of course be several views on 
this subject. It is highly technical. What is 
needed is calm discussion and cold evalua¬ 
te, not emotionalism. My own view, 
concludes Crocker, is that in the long run 
Australia not only gains nothing by 
sateliitism or commitments but does not 
require them. We arc blessed with a 
strategical position which is as inherently 
favourable as Canada's. 

China ? Japan ? India ? 

Who is likely to come down and get 
us? 

To examine China, India or Indonesia 
one by one, or that old favourite “world 
communism”, with objectivity and in 
depth, would give us encouragement, 
either from the point of view of motive or 
of capacity. Still more to the point, none 
of these Powers would acquiesce in the 


takeover, or a threat of take-over; of 
Australia by any one of the others. Nor 
would either Russia or the United States. 
Ibis pleasing situation is not because 
anyone of theiq loves us, or because we 
are such line fellows, but because such a 
take-over would upset the world strategical 
balance and especially the balance of the 
Pacific-Orient region. England and 
France declared war on Germany in 1939 
because it took over distant Poland. In the 
last fifteen year we have heard much 
nonsense about Laos or some other area 
in south-east Asia being a vital national 
interest for Australia; but if any Power 
seriously threatened Australia we can be 
sure that we would become or be treated, 
as a matter of truth and not of slogans, as 
a vital national interest for half a dozen 
powerful countries. The balance of power 
is no empty phrase. Australia will have a 
major defence policy problem only if it 
is foolish enough, through phobias or 
fantasies or slogans (such as “Australia's 
responsibilities in the Pacific”) to meddle 
in Asia’s stresses and struggles. What we 
should be studying is the defence policies 
of Switzerland and Sweden. They have 
much meaning for Australia. 


Investment Opportunities 

in Malaysia 


B. S. Venkata Rao 


Malaysia ofikrs impressive opportunities 
or overseas investors seeking joint venture 
)arlicipution in the industrial field. Judged 
rom the standpoint of governmental 
upport for industrialisation, the fiscal 
ind other incentives offered by the Malay- 
ian government must be rated as very 
>utstanding, and are among the most 
it tractive ones available (rom newly in- 
lustrialising countries. In the south- 
;ast Asian region, Malaysia is well known 
is a country which continues to enjoy 
i very high degree ot social and political 
lability. She has a well-knit national 
government which is dedicated to the ad- 
'anccmcnt of people’s living standards 
hrough the implementation of well con¬ 
ceived economic development plans. 

Malyasia has a forward-looking eco- 
lomy with economic growth and living 
Uandards continuously on the upward 
rend since the country attained indepen- 
lence. Her gross-national product (at 
current prices) has risen from 56,649 mil- 
ion in 1960 to $11,951 million in 1970 
in increase of about 80 per cent in 10 
/cars, or an annual average rate of eight 
ier cent. The GNP for 1971 is placed at 


M$12,I70 million. Her per capita income 
is one of the highest in south-east Asia, 
an index of the high standard of living en¬ 
joyed by the people: it is estimated to 
have risen from S845 in 1963 to Si,099 in 
1970 an increase of 30 per cent in seven 
years, or an annual average rate of about 
4.3 per cent. The rate of economic growth 
has been particularly impressive under the 
stimulus of the first Malaysia Plan, the 
rale of increase in GNP having averaged 
over eight per cent during the period. 
According t> present indications, 
the planners expect that by 1985, the GNP 
will go up to about $27,000 million, which 
means that Malaysia will then be produc¬ 
ing four times as much goods and ser¬ 
vices as in I960. The per capita income is 
expected to go up to $1,580 in 1985. An 
idea of the living standards of the people 
may be gained from the fact that out of 
the total GNP of $11,951 million in 1970, 
consumption expenditure accounted for 
$9,400 million, of which $7,030 million 
was private consumption expenditure. 

Although the high purchasing power 
of the people provides a solid base for the 
production and sale of goods and services, 


the domestic market is small in absolute 
terms, with a population of about 10 mil¬ 
lion. However, in considering the size 
of the market in Malaysia, one has to 
take into account two essential foctors, 
viz. (i) the country’s high and continuo¬ 
usly rising per capita income and (ii) 
the market potential in the countries 
of the south-east Asian region. As 
against Malaysia’s population of 10 mil¬ 
lion, others in the region have a popula¬ 
tion of about 260 million. Besides, both 
Malaysia and her neighbours continue 
to depend on imports for substantial part 
of their requirements of industrial goods 
and services. These factors should place 
the market ‘potential in Malaysia in its, 
perspective. 

Despite the economy’s somewhat heavy 
dependence on the exports of a few 
primary commodities, viz rubber, tin, 
timber, and oil palm, it must be noted that 
these commodities have a reasonably 
assured international market. Any possi¬ 
ble downward change in prices, which 
is relevant perhaps in the case of rub¬ 
ber, is not likely to produce any seriously 
adverse effect on the country's econo- 
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Milk co-operatives 

as an instrument for creating new jobs 

Survey of 
two vilages in Kara' 
traces half their income 

to mIK 



Rearing milk cattle has become as important an occupation as agriculture in many 
villages in Kaira. In villages with milk co-ops, slightly over half the income is from 
milk, as against 20 % in villages without milk co-ops. 


Apart from raising village incomes, milk co-ops have created more jobs in villages, 
in collection centres, in cattle feed plants and in animal husbandry services. 

With mechanisation of farming displacing people from agriculture, it is imperative 
that villages should offer alternative'opportunities for employment. The traditional 
fanner is under-employed in any case. Dairying offers a part solution to both 
problems. 

•This survey was conducted by the Department of Economics, Sardar Patel University, Vallabh Vidyanagar, 

The computed income included remittances from relatives in Africa. 

Amui has shown the way. 
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financial Directors! 
Don’t jost bite your nails 
over the money your organisation 
is losing because of 
late submission of invoices... 


Insfal a SOEMTRON Electronic Invoicing Machine. 


And save Rs. 30.000 a year on an average daMy biBng of Rs. 1 lakfa. 


If th« present time-lag 
between the sale and 
preparation of 
invoices is 3 days, 
you're losing 
Rs. 30,000 as yearly 
interest charges at 
12% on a daily 
average billing of 
Rs. 1 lakh. 

' The SOEMTRON 
Electronic Invoicing 
Machine can 



eliminate the tielsy 
in submitting 
invoices. And save 
you a big chunk of 
money each year. 

Interested? Then call 
in Blue Star for 
complete information 
on this remarkable 
machine. 

And bite your nails 
over other important 
problems. 


You cam count on THE SOEMTRON Electronic Invoicinq/Accountino Machine for: 
Flexibility A choice of 4. 8 & 12 totalizers. Easily interchangeable pre-programmed modules permit 
preparation of different types of invoices. Also a number of accounting functions, including financial postings. 
Speed The blind-touch 10-key keyboard and press-button calculations spaed up postings, yet cut down 
operator fatigue. 

Service Prompt, expert service by factory-trained technicians free for the first 12 months. Thereafter, 
under a fixed-price annual preventive maintenance contract. 


Available to actual users only against Rupee-payment ‘SokUndmicann mda Hdusinty by 


bme 


bUromaschinen-expokt 
G mbH Berlin 

German Democratic Republic 


SI 


BLUE STAR 


Bombay • Calcutta;,# New Delhi • Madras f Kanpur • Secunderabad 
Jamshedpur • Cochin e Bangalore » Gauhati 


Adding/Listing, Calculating’Accounting & Invoicing Machines 

pKara-t-n 
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Ljy This is McaMe of two important 
Iflbrts: bring madeto set 
'up a joint re»onal marketing system for 
rubber will pipve helpful in exercising 
control over tbe production and prices 
of natural rotifer. Secondly, by launching 
bold and progressive. agricultural de¬ 
velopment an&industrialisation program¬ 
mes, a diversification of the economy 
is steadily taking place. 

Excepting for a dip in 1967, the value 
of exports have maintained a steadily 
rising trend, having gone up from 
M$3,749 million in. 1965 to M!5,106 mil¬ 
lion in 1970, an increase of about 24 per 
cent. Malaysia has, therefore, enjoyed a 
highly favourable balance on merchan¬ 
dise account, the surplus on this 
account having increased from MI531 
million in 1965 to MS948 in 1970. The 
overall balance of payments position on 
current account has also continued to 
be favourable, the surplus having risen 
from *127 million in 1965 to MS976 
million in 1969,M$28I million in 1970 and 
MS427 million .in 1971. A significant 
feature of the Malaysian economy is the 
maintenance of a remarkable degree of 
price and monetary stability. While 
the US dollar lost 1.86 per cent of its pur¬ 
chasing power during the period 1956- 
1966, ana is still under pressure, the loss 
in the case of the Malaysian dollar was 
only 0.45 per cent. 

The country has a well organised stock 
market and a developed banking system. 
There is no dearth of private savings, and 
in fact many of the stock issues in the last 
couple of years have been over-subscribed. 
An important developmental institution, 
which has played a significant role in 
industrial financing, is the Malaysian 
Industrial Development Finance Limit¬ 
ed (MIDFL) which proyides medium and 
long-term loans to industries in Malaysia, 
and underwrites new stock issues. 

aggressive approach 

The enunciation, by the government, of 
its new economic development policy 
about the middle of 1969, calling lor an 
aggressive approach tq industrialisation, 
greater federal-state government coope¬ 
ration, a greater dispersal of industries 
to the smaller towns and rural areas, etc. 
has infused additional dynamism into the 
country’s industrialisation programmes. 
And the constitution of a Capital Invest¬ 
ment Committee in June 1969, “to provide 
for top level review of the country’s in¬ 
dustrial development policies and pro¬ 
grammes. . .with a view to co-ordinating 
these into a stronger, more consistent and 
integrated development strategy’’ augurs 
well for the acceleration of the industria¬ 
lisation .process. 

Malaysia has well developed infra¬ 


structure facilities which are a prere¬ 
quisite for industrial development—roads, 
rails, ports, civil aviation, electricity, tele¬ 
phones -etc. She has more than 11,000 
miles of first class roads and highways; 
good ports at Port Swettenham (now 
PortKlang) and Penang where contai¬ 
nerisation facilities are being deve¬ 
loped ; and fast and efficient air 
transport providing international con¬ 
tact, and connecting important com¬ 
mercial and industrial centres in 
the country. It is the policy of the go¬ 
vernment to promote industrialisation 
mainly through (i) a programme of build¬ 
ing infrastructure, (ii) a scheme of 
appropriate incentives to industry owners; 

(iii) provision of technical assistance ser¬ 
vices, where needed; and (iv) stimulation 
of and assistance to private enterprise in 
the field of industry. 


industrial firms. Hie dividends paid by 
pioneer firms are exempted from tax m 
the hands of shareholders. 

investment tax credit 

This credit is given to a firm not quali- . 
Tying for pioneer status or to a firm , 
which does not apply for pioneer status. 

It takes the form of deductions from i 
taxable income. The rate of Investment.. 
Tax Credit given will not be less than 25 
per cent of the capital expenditure incurred 
on a factory, plant or machinery for . 
approved projects. The amount of credit 
tax-exempted during the first five years, 
however, can be carried forward in case 
of loss or insufficiency of income until . 
fully utilised against subsequent profits. . 
If the approved company establishes its 
factory in : 


(i) a development area; 

(ii) produces a priority product or 
products; 

(iii) uses specified percentage of Malay¬ 
sian content, an additional tax credit of 
five per cent will be given for each of the 


The 
given 


Under the Investment Incentives Act 
of 1968 as amended in 1969 and 1971, 
the following types of incentives are given 
to industrial establishments which are 
“resident companies", i.e. companies 
whose control and management are exer¬ 
cised in Malaysia. - _ 

pioneer * **?*U^ # ^ co ;“ ons 

Pioneer Status is given to industrial 
firms which manufacture products which 
are gazetted as pioneer. This entitles the 
firm to certain fiscal incentives which arc 
related to the amount of fixed capital in¬ 
vestment made by it during a given period. 

The firm is exempted from the company 
tax of 40 per cent and a development tax 
of five per cent for a period of two years 
regardless of the amount of investment 
made; for three years if investment is not 
less than M$250,000; for four years if 
investment is not less then M$500,000 
and for five years if the investment is 
not less than MS one million. 


following export incentives arc 


(i) Deduction of expenses for promo¬ 
tion of exports: The expenses qualifying 
for deductions for tax purposes under 
this Act includes: 

(i) Overseas advertising expenses; 

(ii) Cost of supplying and delivering 
free samples; 


(iii) Expenses of carrying out market 
research or obtaining export market in¬ 
formation, etc. etc. 


An additonal three years of tax holiday 
can be claimed by the firm if it (a) manu¬ 
factures a priority product; (b) uses speci¬ 
fied local content in the end product; and 
(c) is established in a development area. 
The areas declared as development areas 
by government arc the states of Perlis, 
Kedah, Kelantan, Trengganu, Pahang, 
Sabah and Sarawak. 

Where a pioneer firm incurs losses 
throughout its tax holiday period, capital 
allowances are allowed to be accumulated 
and carried forward for, deduction in the 
post-pioneer period. 

In addition to the above, pioneer 
firms are exempted from the payment of 
pay roil tax of two per cent and a surtax 
of two per cent on imported raw materials 
and machinery. In the budget of 1971, 
this tax has been abolished for all 


(iv) Foreign investment gurantee agree¬ 
ments (against exporpriation) with US 
and West Germany. Malaysia is prepared 
to sign similar guarantee agreements with 
other governments. Malaysia is also a 
member of the Convention for the Settle¬ 
ment of Investment Disputes. 

(v) Protection against dumping: Malay¬ 
sia has anti-dumping laws to take care of 
this eventuality. 

(vi) Preferential government buying of 
locally manufactured products : All go¬ 
vernment ministries, departments and 
quasi-government bodies are required to 
purchase locally manufactured products 
provided their quality is acceptable and 
their price does not exceed equivalent 
imported price by 10 per cent. 

(vii) A number of well developed 
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industrial areas and estates are available 
c'ose to air and sea ports. The premium 
for industrial sites varies from 3.5 cent to 
70 cents per sq. ft. (The values given are 
in Malaysian currency). All the industrial 
estates of which there are 11 in West 
Malaysia (3 proposed/being developed) 
and four in East Malaysia (2 proposed/ 
being developed) are provided with water, 
telecommunications, power, roads, etc. 
facilities. The Malaysian Industrial 
Estates Ltd which is a subsidiaiy of 
the Malaysian Industrial Finance Ltd 
provides standard factory buidlings on 
selected sites either on hire-purchase 
or outright sale basis. 

Incentives are also available for en¬ 
couraging hotels of international 
standard, and tourism. The following 
three types of incentives are given to 
hotels depending on their geographical 
location*: 

(a) An annual abatement of profits to 
the extent of 20 to 30 per cent for 
12 years excepting for hotels in .Kuala 
Lumpur and Penang Island; 

(b) Normal industrial building allow¬ 
ances with the exception of Kuala Lumpur 
and Penang Island; 

(c) Accelerated depreciation for quali¬ 
fying plant and machinery for all hotels 
irrespective of location. 

Tourist resort complexes are eligible for 
pioneer status irrespective of their 
location. Hotels in such complexes en¬ 
joying pioneer status will not qualify for 
incentives offered to the hotel industry after 
the end of the tax relief period. 

utilisation of labour 

Under an amendment to the Investment 
Incentives Act 1968 made in October, 
1971, additional incentives are offered for 
encouraging increased utilisation of la¬ 
bour and the growth of electronics 
manufacture. A new incentive known 
as the Labour Utilisation Relief provides 
for exemption of income of manufactur¬ 
ing concerns from income tax in 
the same way as in the case of pioneer 
companies. The difference is that in this 
case, tax exemption is based on the num¬ 
ber of full time paid employees working 
in the concern instead of the amount 
of fixed capital expenditure incurred. 
The tax exemption period and qualifying 
requirements arc as follows: 

(a) For companies employing 51—100 
workers, the tax exemption period is two 
years. 

(b) For companies employing 101—200 


woitgtfs, the tax exemption period is 
thipfyears. 

Fot companies employing 201—350 
wcwftts. the tax exemption period is four 
yearn. 

(d) For companies employing more 
than 351 workers, the tax exemption 
period is five years. 

To encourage the growth of the 
electronics industry, electronics projects 
which are approved by the government 
prior to January 31, 1973, will be 

? liven tax exemption for periods ranging 
rom 4 to 7 years. In addition to this the 
projects are also elgible for a further ex¬ 
tension of one year of tax holiday, if 
they satisfy any of the three condi¬ 
tions which are applicable to other pro¬ 
jects as well, namely location in a de¬ 
velopment area; production of priority 
product; and utilisation of a specified 
percentage of local content. In other 
words, electronics industries will be 
entitled for a max'mum tax relief 
period of 10 years as againt eight years <n 
the case of non-clectronic companies. 

Under the amended Investment Incen¬ 
tives Act, provision is also made for 
the grant of increased capita! allowances 
at specified rates for qualifying building 
or plant expend'ture in respect of approved 
projects to encourage modernisation. 

abundant labour 

Labour is abundant and highly adap¬ 
table. Wage rates are reasonable and com¬ 
pare favourably with those in other count¬ 
ries in the region, such as Hong Kong, 
Singapore and Japan. Depending on the 
nature of industry, location of the fac¬ 
tory, whether the worker is male or 
female, and the nature of in-school or 
post-school training undergone, wages for 
skilled workers range from MJ4 to MS 10 
per day. Those for semi-skilled and un¬ 
skilled workers range from MSI. 50 to 
MS3.50. 

The level of salaries for technical and 
managerial personnel varies according 
to tne nature of the industry and 
its location. Generally, the salary range 
for top level management personnel is 
MS2,000 to MS5.000. Engineers of various 
categories are available in the salary range 
of MS800—MSI,850. Trainee engineers 
generally ask for salary of about MS450 
to MS500. Technicians in the engineer¬ 
ing categoiy and chemists will have to 
be paid between MS500 to MSI, 100. Ad¬ 
ministrative assistants can be employed 
in the range of MS600 to MSI,000. 

Foreigners setting up industries on a 
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joint venture basts in Malaysia may bring 
m skilled personnel from fchetrbome 
country, subject to the regulations, of the 
Immigration Ordinance of 1959 and the 
Immigration Act of 1965. Itisthe govern¬ 
ment's polity jhat as many Malaysians 
as possible are employed by industries 
in the country. However, a certain 
minimum number of key posts in a 
joint-venture industry are allowed on 
a continuing basis to be filled 
by foreigners. AU this is however, 
subject to the prior approval of 
government. 

Malaysia has a high reputation for main¬ 
taining industrial peace. While trade 
unionism and collective bargaining are 
recognised, the government’s media¬ 
tion machinery is effective in ensuring 
good worker-employer relations. Indus¬ 
trial strikes are on the decrease and the 
number of man-days lost due to these 
fell sharply by 44 per cent from 580,000 
in 1964 to 280,000 in 1968. Number 
of workers involved in the strikes dec¬ 
reased by about 87 per cent from about 
226,000 to about 31,000 during the same 
period. 

Investment opportunities 

There are a number of ways in which 
Indian private industry can offei 
partnership to Malaysian industrialists 
to set up industrial ventures. These in¬ 
clude participation in joint-ventures; pro¬ 
vision of technical and managerial 
expertise; carrying out feasibility studies; 
and undertaking turn-key projects. The 
specific areas in which such collaboration 
can be forged will have to be 
determined after mutual consultation 
and careful studies. In the mean¬ 
while some of the industries which Indian 
investors can think of include machine 
tools; industrial and scientific instru¬ 
ments; electronics; castings and forg¬ 
ings; automobile ancillaries; small- 
scale and medium-sized metal working 
industries; electrical machinery and equip¬ 
ment; industrial plastics; rubber manufac¬ 
tures; knock-down furniture and 
plywood; food procecssing and chemical 
industries. 

Already more than 20 Indo-Malaysian 
joint ventures have been approved, and 
some of these have already gone into pro¬ 
duction. Some of the products which 
have been taken up by such ventures arc 
textiles; sugar; glass; steel furniture; elec¬ 
tric motors and transformers; synthetic 
resins; scooters; steel castings and 
confectionery. Well known among the 
Indian partners in such ventures arc 
Birlas, Kirloskars; Godraj & Boyce: 
Mukand, API; Asia Paints anc 
Parry’s. 
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Shades fcf panch sheal 

, r panch sheet* or panchsila or whatever 
i may be! The Soviet-American joint de- 
laratidnon the basic principles which are 
xpccted to guide the relations between 
he two countries in the future smells to 
ne of the statement on peaceful co-exis- 
ence on which China and Tndia were once 
upposed to be keen on building their mu- 
mil relations. It could be assumed that 
awaharlal Nehru signed then hopefully 
ind Mr Chou en Lai with at least a part 
>f the barrel of his pen pushed well back 
ip his sleeves. On the present occasion, 
lowever, Dr Kissinger has chosen to be 
jromptly cynical. He blandly told the 
yorld that the Moscow summit documents 
■epresented “aspirations and an attitude” 
md that cither side could ignore it at will. 
This means that there is to be no shouting 
>f Russi-Amriki bhai hhai either in Wa- 
ihington or in Moscow. Business, in 
ither words, will be much as usual. The 
3 essimist may say that the people are be¬ 
aming more cynical but the optimist 
;ou!d believe that governments are be¬ 
aming more realistic. 

The Pakistan lobby in 

:)ur country has always been a very re¬ 
solute one and it is therefore unlikely 
lo let itself be unduly embarrassed 
by Mr Bhutto’s latest indiscretion. 

1 have no doubt at all that this 
lobby is capable of arguing that 
his fulminations against Mrs Gandhi 
only reveal how acute the feeling of insecu¬ 
rity which the people and the govern¬ 
ment of Pakistan are suffering from is 
und that this is one more reason for the 
F’rimc Minister and the government of 
India being generous in dealing with Mr 
Bhutto when he comes for the talks. In 
other words, the basic position which is 
sought to be sold by the Pakistani lobby 
is that that country is merely a spoilt 
child and that its tantrums therefore 
ought not to be taken seriously. 

According to this reasoning, the go¬ 
vernment of India is under an eternal 
obligation lo be infinitely patient with 
Pakistan. Whatever may be the validity 
of this logic before Bangladesh, it is now 
clear enough that Pakistan as it now is 
has no special significance lor us in politi¬ 
cal, economic or cultural terms. It is just 


another neighbour, no more, if no 
less important than Burma or Ceylon. 
In fairness to Mr Bhutto it must be said 
that he is not at all muddle-headed on this 
point. His current diplomatic excursions 
show that he views Pakistan essentially 
as a West Asian country the relevance of 
which to the Indian sub-contincnt has 
greatly diminished and is diminishing. 

It is in our interest to encourage this 
trend of thinking in Pakistan and other 
West Asian countries, particularly Iran 
and Saudi Arabia, so that we may gradu¬ 
ally rid our national psyche of the in¬ 
cubus of Jinnah’s nightmare state. Un¬ 
fortunately, the Pakistan lobby will conti¬ 
nue to obstruct this process of 
rationalisation by confusing issues and 
peddling one false gospel after another. 

I was recently in Cal¬ 
cutta and one of the more important 
impressions I gathered was that the 
people who are actually concerned 
with the revival of industrial activity 
in West Bengal seem to think that what 
would be of the greatest relevance is the 
sufficient availability of raw materials and 
early propsects of improvement in power 
generation and distribution. The econo¬ 
mic future for West Bengal may 
in fact be defined as a function of steel 
plus electricity. Responsible observers 
suggest that 'the supply of raw mate¬ 
rials and power must vastly improve 
before any significant results may be 
achieved in terms of creating productive 
employment in the state. 

To the question whether the leadership 
of the present state government is adequ¬ 
ate for its responsibilities in the economic 
sphere, I got answers which were 
rather discouraging. It seems to me 
that not much faith is being placed in 
the Chief Minister's qualifications or 
talents so far as the prompt economic 
regeneration of West Bengal is concerned. 
A view I often heard expressed is that 
Mr Siddharlha Shankar Ray is neither 
politician enough nor tough enough. It 
is being freely said that he has come to 
political prominence and high political 
authority loo easily too soon and that his 
qualities of leadership therefore still re¬ 
main to be'formed, let alone tested. 
His chief ministership is widely regarded 
simply as a gift which has been given to 


him by the Prime Minister and that, 
so far as the people of his own state 
are concerned, he has still to cam it. Mr 
Ray then is very much on trial in Cal- J 
cutta although he may have been , 
taken on trust in New Delhi. 

Meanwhile the West Bengal govern- 
ment seems to be doing all the easier 
things to show that it is concerned about 
the unemployment prevailing in the state, i 
The Minister for Industries, for instance, i 
has been writing to trade associations and 
chambers of commerce emphasising the 
need for business firms recruiting only ‘the.. 
sons of the soil' for lactory employ¬ 
ment or clerical or white collar 

jobs. Here the West Bengal government is ■ 
only following in the foot-steps of the . 
government of Maharashtra. Neverthe- 
less it is still relevant lo point 
out that jobs have to be created before they 
can be reserved for ‘the sons of the soil'. 
West Bengal as a stale has many legiti¬ 
mate grievances and it is perhaps na¬ 
tural that it should try to unburden 
itself of them in ways which may be 
politically attractive. Only, in the pro¬ 
cess, it should not sin against itself even 
more than others may have sinned against 
it. Economic growth must be the first 
priority of the state government and if it 
must battle with New Delhi in this cause, 
it must do so boldly and even rashly 
and if it finds it necessary to get itself a 
sufficiently forceful chief minister for the 
purpose, it need not be over-patient with 
the dilettantism of Mrs Gandhi’s fa¬ 
vourite Bengali non-politician. 

I am sorry I cannot 

congratulate Mr Sudhir Dar of Ihc 
Hindustan limes on his pocket cartoon 
which appeared on the front page of that 
paper on May 27. In my view it was an 
unnecessarily cruel cartoon which made 
savage fun of an intensely personal and 
private tragedy. It is true that the involve¬ 
ment of the son of our Deputy High 
Commissioner in Australia in an act 
of smuggling hashish into that country 
has public aspects, but my complaint 
against Mr Dar is that he has exploited 
without mercy and with gross insensi¬ 
bility its ‘family’ aspect. Incidentally, 

I wonder whether our Deputy High 
Commissioner in Australia should not 
he considered by our Ministry ol Ex¬ 
ternal Affairs for a change of assign¬ 
ment. It seems to me that, a ‘home’ 
posting for a period would, all things 
considered, be a suitable arrangement. 
Drugs and more especially the interna¬ 
tional traffic in drugs are now an ex¬ 
tremely sensitive business and India’s 
image certainly does not profit when one 
of its senior diplomats happens to 
get dragged, how- — r 
ever unfortunately 
or unwittingly, in¬ 
to such episodes. 
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L. N. Mishra on 
UNCTAD-Ill 

At a meeting of the Parlia¬ 
mentary Consultative Commi¬ 
ttee for the Foreign Trade 
Ministry held on May 31, 
Mr L.N. Mishra union Foreign 
Trade Minister, is understood 
to have told members that the 
results of UNCTAD-Ill have 
been far from satisfactory. 
The attitude of the rich nations 
of the west at the Conference 
has been unhelpful and nega¬ 
tive. In contrast to this, Mr 
Mishra said the socialist count¬ 
ries of eastern Europe have 
taken an extremely helpful 
and constructive stand. 

Outlining government’s ap¬ 
proach to some of the impor¬ 
tant problems dealt with by 
UNCTAD-IIT, Mr Mishra 
stressed that the developing 
countries must be actively asso¬ 
ciated in the search for solu¬ 
tions to the international mone¬ 
tary crisis and remedial mea¬ 
sures. The developing count¬ 
ries have suffered enormously 
on account of the tariff barriers, 
monetary crsis.and other rest¬ 
rictive policies followed by the 
rich nations of the west. Even 
Mr McNamara has recognised, 
in the course of his address 
at UNCTAD-Ill, how discri¬ 
minatory are the tariff walls 
raised by the rich nations to 
shut out exports from the deve¬ 
loped countries. 

Mr Mishra is understood to 
have criticised the unhelpful 
and negative role played by 
the USA in UNCTAD-111. 
He made it clear that decisions 
arrived at by the rich western 
nations, without full consulta¬ 
tion with and concurrence of 
the developing couhtries, would 
not be acceptable to India. 
“Wc shall not implement uni¬ 
lateral decisions arrived at by 


the Rich Men’s Club after 
consultations among them¬ 
selves”, he added. 

The committee discussed the 
problems concerning the textile 
industry and exports. Members 
arc understood to have stressed 
the need for speedy implemen¬ 
tation of the modernisation 
programme so that the in¬ 
dustry’s competitive efficiency 
could be stepped up and ex¬ 
ports increased. 

The committee was inform¬ 
ed that the textile export trend 
during the current year has 
been encouraging. Exports 
during the first three months 
of 1972 have been estimated at 
Rs 34 crores as against Rs 29 
crorcs during the correspond¬ 
ing period of the previous 
year. Similarly, the downward 
trend of yarn export has also 
shown signs of being reversed. 
For 1972, an export target 
of Rs 142 crores of textiles has 
been envisaged as against Rs 
106 crores in 1971. 

Mr Mishra also informed 
the members that a Task Force 
has been set up to review pe¬ 
riodically textile exports and 
formulate suitable measures to 
rectify “unforeseen situations 
on an emergent basis”. 

IDA Replenishments 
by USA 

The US Congress is now re¬ 
ported to have cleared the way 
for the overdue replenishment 
of IDA, the World Bank’s soft 
loan agency. A compromise 
formula has been evolved which 
should enable the US to ratify 
the agreement it made with 
the other donors over its cont¬ 
ribution to the $2,400 million 
operation. A pledge by the 
US Congress will provide the 
full $960m. which the administ¬ 


ration had promised. However 
the first instalment of $320 
million would be paid later 
than expected, and only after 
the start of fiscal year 1973. 

In the past American prac¬ 
tice has been to withold this 
authoritisation until Congress 
has approved the whole aid 
programme and appropriated 
funds for at least one year’s 
contributions as a sign of good 
faith. However in this case 
there is a feeling in the US 
Treasury that the instrument 
of ratification should be de¬ 
posited with the World Bank 
as soon as possible to enable 
the whole replenishment to 
go ahead. Nevertheless, 
throughout the three years 
period covered by the agree¬ 
ment the US contribution will 
be running a year late. This 
could create technical problems 
with the Bank's lending sche¬ 
dule. 

IDA Aid 

The Finance Minister, Mr 
Y.B. Chavan told the Rajya 
Sabha that some of the projects 
in the country would be de¬ 
layed for want of assistance 
from the International Deve¬ 
lopment Association (IDA). 
Mr Chavan said the US was 
to provide assistance to the 
tune of $960 million to IDA 
for the three year period be¬ 
ginning from July 1971. That 
had been delayed. “It is un¬ 
derstood that the intention is 
to make the US contribution 
to the IDA for the three-year 
period beginning from the 
next fiscal year commencing 
from July 1972”. Mr Chavan 
said: “It is likely that further 
commitments of assistance by 
IDA will be delayed. The pro¬ 
posal for an IDA credit of $83 
million for the acquisition of 
oil tankers has been approved 
but the credit agreement can 
be signed only after IDA funds. 

“Proposals at an advance 
stage of consideration for IDA 
assistance were: industrial im¬ 
ports, non-project credit, po¬ 
wer transmission project, agri¬ 
cultural universities project 
and assistance to the industrial 
Development Bank of India.” 

The Finance Minister said 
that in regard to some projects 


negotiations had been comp¬ 
leted but agreements had not 
been signed. In some other 
cases, the World Bank had ap¬ 
proved the schemes but agree¬ 
ments could not be signed for 
want of funds with the IDA. 

IDB Transport Survey 

An Asian Development Bank 
(ADB) transport survey team 
has predicted that the volume 
of trade in south-east Asia will 
triple over the next 18 years 
and the poorly-located and 
inadequate sea ports of this re¬ 
gion will bear the brunt of this 
growth. The IDB survey co¬ 
vers seven countries: Indo¬ 
nesia, Laos, Malaysia, the 
Philippines, Singapore, Thai¬ 
land and Vietnam. Analysis 
of port posibilities forms part 
of the survey report. 

“Container traffic (alone) will 
rise from one per cent of gene¬ 
ral cargo in 1970 to 50 per 
cent in 1990,” the ADB sur¬ 
vey team has said. “There will 
be a need for some 8233 million 
in new port investments as well 
as major changes in port 
management and operation.” 
The ADB projections reveal 
that the volume of cargo for 
the whole region will rise from 
45.1 million tonnes in 1975 
to 118.4 million tonnes in 
1990. Port capacity will be 
strained unless improvements 
start early enough. 

FICCI on Nationali¬ 
sation 

At a meeting held recently 
the Standing Advisory Commi¬ 
ttee of the Federation of Indian 
Chambers of Commerce and 
Industry expressed the view 
that in the event the govern¬ 
ment felt that nationalisation 
of an industry or business was 
desirable, the matter should be 
referred for study to an inde¬ 
pendent body. This body 
ought to be entrusted with the 
task of finding out as to how 
best the objectives of nationali¬ 
sation could be realised and 
also the quantum of payment 
to be made to those who were 
dispossessed of their interests in 
business. 

The committee felt that such 
a payment should be made not 
only when industrial under- 
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takings were;'nationalised but 
also in the case of take-overs 
of trade by the government. 
This was necessary because 
besides the traders being dep¬ 
rived of their means of liveli¬ 
hood, they bad to give com¬ 
pensation to their employees 
who lost their jobs. The 
committee pointed out that in 
the recent past, a variety of 
imports and even some sectors 
of internal trade have been 
canalised and no compensation 
whatsoever has been paid to 
the importers or traders. For 
example, the canalisation of 
cotton imports has deprived 
the importers of a gross com¬ 
mission of approximately Rs 
80-100 lakhs annually. After 
the canalisation of cotton im¬ 
ports, the erstwhile importers 
of this commodity are now in a 
dilemma. 

The committee stressed that 
the basis of payment for na¬ 
tionalisation of an industrial 
unit ought to be fair to the 
shareholders. It regretted that 
no specific principle had been 
enunciated by the government 
in the case of payments to be 
made to the shareholders of the 
general insurance companies 
under the nationalisation bill 
and even the principles set out 
in the Insurance Act for the 
take-over of companies which 
were mismanaged, had not 
been followed. Besides being 
inequitable, the inadequacy of 
payments to general insurers, 
the committee feared, was 
bound to affect the general 
sentiment and discourage gene¬ 
ral public from holding any 
shares as worthwhile assets. 
The committee called upon the 
Select Committee of Parlia¬ 
ment to which the general in¬ 
surance nationalisation bill 
has been referred recently to 
take the above factors into 
consideration and provide an 
economic basis for determining 
the amounts payable to the 
erstwhile insurers. 

Automation 

The Committee on Automa¬ 
tion has recommended that the 
use of computers by commer¬ 
cial and industrial establish¬ 
ments should be subject to a 
pr»or agreement with the wor¬ 
kers. ' As far as possible, the 
needs of computer use should 


be met from computer centre 
facilities, it observes. The 
ten-member committee headed 
by Prof V.M. Dandekar sub¬ 
mitted its report to Mr R.K. 
Khadilkar, union Labour 
Minister on June 2. According 
to the committee, computer 
facility should be as far as 
possible created in the public 
sector as it is in the nature of 
a public utility facility. It has 
recommended the provision 
of adequate computer service 
facilities in appropriately lo¬ 
cated Computer Service cen¬ 
tres. 

The commie tee was setup by 
the central government in July 
1969 with Mr R. Venkataraman 
as chairman, to review among 
other things the effects of auto¬ 
mation in enterprises in which 
it has already been introduced, 
to recommend criteria for the 
determination of areas in which 
automation may be permitted 
or restricted and to recom¬ 
mend safeguards for avoiding 
or minimising any harmful so¬ 
cial effects of the introduction 
of automation. Subsequent to 
the resignation of Mr R. Ven¬ 
kataraman from the chairman¬ 
ship of the committee. Prof 
V.M. Dandekar was appointed 
the chairman in July 1971. 

The report says that if an 
agreement is reached between 
the management and the wor¬ 
kers on the repetitive use of 
computers through negotia¬ 
tions on the basis of a justifi-j 
cation report, the use of com-, 
puters should be permitted 
according to the terms of the 
agreement. In case no agree¬ 
ment js reached the matter 
should be referred to a bipar¬ 
tite machinery at the national j 
level, comprising representa¬ 
tives of the employers and 
trade unions. As for the use of 
computer on a casual or non- 
repetitive basis, the job may be 
directly sent to an approved 
computer centre with intima¬ 
tion to the workers. 

The committee has empha¬ 
sised the need for appropriate 
regulation of the use of com¬ 
puters in the present stage of 
socio-economic development 
in the country and safeguards 
to prevent its adverse effects. 
The use of computers by edu¬ 
cational, research and scienti¬ 


fic institutions (non-profit mak¬ 
ing), statistical organisations of 
the central and state govern¬ 
ments and defence establish¬ 
ments should be permitted, 
subject to reasonable provisions 
to protect the existing employ¬ 
ment and ensuring proper 
working conditions. 

In August 1971, there were 
140 computers in India, out 
of which55 were in the private 


sector, 39 in public scctc 
undertakings, 10 in goven 
ment departments and 36 i\ 
centres of research and dcvcloj 
ment. A majority of the con 
puters are in use in a few mi 
jaor centres of industry sue 
as Bombay (35), Delhi (20 
Calcutta (14), Bangalore (11 
and Madras (7). Statewise, th 
largest number of compute!, 
(39) was in Maharashtri 
followed by Delhi (20) an 
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In steel ingots—whose quality can rock any specification I 
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But We aren’t going to rest on our oars—soon we shall double it. 
By commissioning the second plant 1 
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West Bengali^). 

■JJ : 

Bank ofBsfoda 

The- annual report of the 
Bank of Barqttft for the year 
ended December 31, 1971 
shows a sizeable rise in depo¬ 
sits from Rs 421 crores to Rs 
489 crores. As against an in¬ 
crease in deposits by 12.7 per 
cent in 1969, 18.6-per cent in 
1970, the growth rate in 1971 
was 16.18 per cent which was 
higher than the average growth 
rate for the previous tour years. 
The deposits of the rural 
branches of the bank increased 
by 23.06 per cent and those of 
semi-urban branches increased 
by 33.03 per cent during the 
year under review. This was 
made possible by the marked 
increase in the number of bran¬ 
ches in rural and semi-urban 
areas. 

The bank's credit expanded 
from Rs 310.14 crores to Rs 
337.47 crores recording a rise 
of 8.81 pet cent only. Because 
of the tight resources position 
in the 1970-71 busy season, the 
bank fell in line with the rest¬ 
rictive credit policy pursued 
by the Reserve Bank of India. 

Even though the bank conti¬ 
nued to support the priority 
sectors of the economy, its 
advances stood at a lower level 
in 1971 as compared to the 
previous year. The outstand¬ 
ing advances to agriculture 
and small industry did show an 
increase but outstanding ad¬ 
vances to exports and small 
borrowers declined marginally. 

The programme of branch 
expansion has been carried 
forward by the bank with 
great zeal. The bank had 538 
branches at the beginning of 
1971; out of these 21 were over¬ 
seas. During the year under 
review, the bank opened 95 
branches —93 in India and two 
in Fiji islands. Thus the total 
number of branches of the 
bank at the end of 1971 totall¬ 
ed 633—610 in India and 23 
in foreign countries. 

As a result of the all-round 
progress of the bank, the pro¬ 
fit, subject to bonus, for the 
year stood at R$ 218.79 lakhs 
as against Rs 143.48 lakhs in 
1970. The increase in business 


necessitated increase in man¬ 
power at various levels; there 
was a sharp rise of 2652 in the 
working force to 15,181 at 
the end of 1971. 

ECGC 

The Export Credit and 
Guarantee Corporation Ltd. 
(ECGC)— a public sector un¬ 
dertaking — has shown size¬ 
able increase in its business in 
the year ended December 31, 
1970. The value of risks 
cover increased by 19.0 per 
cent to Rs 318.21 crores 
during the year under re¬ 
port. Out of this as much 
as Rs 207.93 crores were 
accounted for by bank ad¬ 
vances covered under the cor¬ 
poration’s guarantees. The 
business under the guaran¬ 
tees accounted for about two- 
thirds of the total business 
of the corporation and contri¬ 
buted more than 45 per cent 
of the total premium receipts. 

The total number of policies 
issued during the year totalled 
1,774 out of whicn as many as 
952 were issued to exporters 
who came into the corpora¬ 
tion’s fold for the first time. 
At the end of the year as many 
3,361 policies were current and 
the maximum liability of the 
corporation under them came 
to Rs 156.22 crores. 

The premium income for the 
year under review amounted 
to Rs 95.77 lakhs as compared 
to Rs 70.47 lakhs in 1969 
showing an increase of 35.9 
per cent. The total value of 
claims paid during the year 
was Rs 10.97 lakhs as against 
Rs 9.47 lakhs in 1969. 

The corporation now covers 
about seven to eight per cent 
of the total exports of the 
country or roughly 20 per 
cent of the insurable exports 
under its insurance schemes. 
According to the chairman, 
Mr T.R. Varadachary, there 
can be only two reasons for 
the large number of exporters 
doing business without seek¬ 
ing the protection of ECGC: 
(1) lack of knowledge or under¬ 
standing of the corporation’s 
schemes; and (2) tne cost of 
insurance cover. The directors 
of the corporation feel that 
more effective publicity for the 


schemes operated by the 
corpomtipn . would go a 
long way in bringing more 
exporters to its fold. Conse¬ 
quently, arrangements have 
been made to launch a concer¬ 
ted publicity campaign and to 
give the corporation a new 
symbol which will signify the 
new dynamism which is being 
injected into the organisation. 

Lotteries and Cross¬ 
word Puzzles 

The Finance Act of 1972 has 
made provisions in the In¬ 
come-Tax Act for deduction 
of tax at source from winn¬ 
ings from lotteries or cross¬ 
word puzzles and from pay¬ 
ments made to contractors and 
sub-contractors at the speci¬ 
fied rates with-effect from June 
1, 1972. 

Every person responsible for 
making any payment by way 
of winnings from any lottery 
or crossword puzzle being an 
amount exceeding Rs 1000 will 
be under statutory obligation 
to deduct income-tax at source 
from such payment. Income- 
tax will be deductible from 
prizes given after May 31, 
1972, even if the relevant draw 
or competition may have been 
held on or before that date. 
Where prizes are paid in instal¬ 
ments, tax will have to be de¬ 
ducted on each instalment 
paid. Liability for deduction 
of tax will arise in all cases 
except where the prizes are 
paid entirely in kind. 

Provision for deduction of 
tax from payments to non-resi¬ 
dents already exists under 
Section 195. According to the 
amendments now made, every 
person responsible for making 
any payment to a resident 
contractor and every contrac¬ 
tor, not being an individual 
or Hindu undivided family, 
making any payment to a 
resident sub-contractor, will 
be under statutory obligation 
to deduct income-tax at source 
from such payment. The pro¬ 
vision will apply only in 
relation to ‘work contracts’ 
and ‘labour contracts’ and will 
not cover contracts for sale 
of goods. No deduction is re¬ 
quired to be made if the con- 
sideiation for the contracts 


does not exceed Rs 50C0. in 
come-tax will be deductible ii 
cases where the payments an 
made after May 31, 1972, eve! 
in relation to contracts or sub 
contracts entered into on o 
before that date. 

Engineers Indie 

Engineers India Limited 
a public sector undertakin 
under the Ministry of Petro 
leum & Chemicals provide 
engineering and consultancy 
services from concept to coni 
missioning to a broad tang 
of industrial projects both ir 
the public and private sector > 
during the year 1970-71 
according to the Annual Re 
port of the company. 

The company, which wa 
set up in March 1965, had ; 
total turnover of Rs 277. 6. 
lakhs as compared to the pre 
vious yeat’s turnover of R 
182.91 lakhs, earning a gros 
profit of Rs 79.24 lakhs. Thi 
was Rs29.l2 lakhs more thai 
the gross profits earned it 
1969-70. ' 

During the year under re 
view the company was engage' 
in design engineering, equip 
menl procurement, const 
ruction and supervision of th< 
Haldia Refinery, Koyali Aro 
matics Project, Cochin Re 
finery Expansion and Coki 
Calcination Plant and LP( 
bottling facilities at Barauni 
The modernisation of LPC 
facilities at Barauni and thi 
Coke Calcination Plant theri 
had been completed. 

During the year, the com . 
pany also provided : 
whole range of services fo,' 
petroleum refineries, petro 
chemical and chemical plants 
fertilizer plants, breweries 
oifshore engineering, ports ant 
harbour engineering and non 
ferrous mctellurgical plants. 

Mineral Resources 

Several important measure: 
were taken during 1971 -7^ 
to ensure planned conser¬ 
vation, exploitation and rapid 
development of mineral re¬ 
sources in the country, which 
constitute an important base o 
economy. This has been revea¬ 
led in (he annual report of the 
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, epartment of Mines for 
$971-72. 

jj; During the year under re- 
lew the government decided 
|» set up an explosives factory 
L the public sector. Prelimi- 
ffay examination of the tech- 
|')-economic feasibility report 
'the project has been com¬ 
pleted and further action is in 
progress. 

:; ; A long-term national pro- 
tttemme for exploration and 
NUantitative evaluation of 
Voundwatcr resources in all 
tj.e major river basins, minor 
sub-basins and in hard¬ 
sell areas was launched by 
Plic Geological Survey of India 
t| the country. Under this 
'4 rogramme 430 permanent 
'f roundwater level observation 
\ ations were set up. In the 
'^rd rock areas of Chotanag- 
fciir plateau. Decan Trap area 
;; t central India, interior parts 
Andhra Pradesh, northern 
! ; Iysore and in Rajasthan and 
.lujarat surveys for ground- 
atcr resources were under- 
'.iken. 

' During the year management 
f 214 coking coal mines and 
’ 2 coke oven plants was taken 
ver. This was done to ensure 
;ientific exploitation of coking 
oal mines and proper con- 
irvation of limited resources 
f coking coal. With this, 
bout 50 per cent of the pro- 
uction capacity of coal in the 
*! ountry has been brought in 
| he public sector. 

i Copper : To ensure con¬ 
ervation and exploitation of 
i opper deposits in the Singh- 
•hum belt in Bihar in a scien- 
lific and rational manner, 
i overnment took over the 
Inanagcmcnt of the private 
:ector Indian Copper Corpo- 
. ation through an Ordinance, 
.'his has been a significant 
ncasure as this will enable to 
; ncrease production on priority 
>asis. During the year, the 
’ Chetri Copper Project in Ra- 
asthan made satisfactory 
progress. The concentrator 
flant of Khetri project is ex¬ 
acted to be commissioned 
iy the end of 1972 and pro¬ 
duction of copper will 
commence towards the end of 
1973. The targeted produc¬ 
tion of 31,000 tonnes of copper 
metal and two lakh tonnes of 
triple super-phosphate is ex¬ 


pected to be i ad by 1975. 

A luminium : Wtftjkon the first 
phase of the Kni complex, 
one of the twprojects of 
Bharat Alumin ium Co, has 
made considerable headway. 
The alumina platft of this pro¬ 
ject is scheduled to be com¬ 
missioned in early 1973. In 
the second phase the smelter 
and rolling mill are expected 
to be commissioned in phases 
starting from September, 1974. 
Another aluminium project, 
the Koyna plant, will be com¬ 
pleted by 1975-76. 

Ore Production : The expan¬ 
sion and modification scheme 
of the Kiriburu mines, which 
will supply ore to Bokaro Steel 
Plant made considerable pro¬ 
gress during the year. The pro¬ 
ject is expected to be comple¬ 
ted by August 1973. Bailadila 
project (Deposit No. 5) being 
developed for the production of 
four million tonnes of ore annu¬ 
ally for export to Japan is 
likely to be completed by June 
1974. 

Export: Export of iron ore 
increased from 0.8 million 
tonnes in 1950 to nine million 
tonnes in 1960 and 20.82 mil¬ 
lion tonnes in 1970-71. Dur¬ 
ing 1970-71 such exports 
fetched about Rs 115 crores in 
foreign exchange. The antici¬ 
pated exports during 1971-72 
arc placed at 21.5 million ton¬ 
nes. In achieving the remark¬ 
able progress in the last decade, 
the National Mineral Develop¬ 
ment Corporation Ltd played 
a notable role. 

Coal : The year 1971-72 has 
been a hard one for the coal 
industry. There was large un¬ 
utilised capacity in the coal 
mines due to shortage of trans¬ 
port and non-materialisation 
of demand, particularly from 
metallurgical consumers. 
Thus the coal industry 
during the year continued to 
face serious difficulties due 
to poor wagon availability 
for the transport of coal and 
shortfall in the estimated off¬ 
take of coal by the steel plants, 
and other large consumers. 
This resulted in piling up of pit 
head stocks. The pit head 
stocks were as much as 9.21 
million tonnes at the end of 
1970-71 and 8.40 million 
tonnes at the end of November 
1971 as against normal level 


of about six million tonnes. 

Tourism and Civil, 
Ayiation 

At a meeting of the Consulta¬ 
tive Committee of Members of 
Parliament of the Ministry of 
Tourism and Civil Aviation held 
on May 17, Dr Karan Singh 
said that with the commis¬ 
sioning of Air-India’s flight kit¬ 
chens, “Chcfair”, the Indian 
Airlines were picking up a large 
proportion of their flight meals 
from them. This had led to a 
considerable improvement in 
quality of food served over 
board. The Minister added that 
by 1973, India Tourism De¬ 
velopment Corporation’s hotel 
being set-up at Calcutta will 
start providing food for the 
two airlines. 

Regarding the punctuality 
performance of the Indian Air¬ 
lines, Dr Karan Singh said that 
he was concerned over the 
deterioration in the services of 
the airlines. He explained that 
a variety of reasons were res¬ 
ponsible for the unpunctuality 
of Indian Airlines services in¬ 
cluding weather, technical and 
operational. Since Indian Air¬ 
lines could not afford to 
keep spare aircraft in the re¬ 
gions, if a flight was delayed 
for any reason, a number of 
consequential delays became 
inevitable, he added. 

Speaking in the context of 
the jumbo jets, the Minister 
told the members that expendi¬ 
ture on a new aircraft was 
higher in the first year of opera¬ 


tion because of outlay on 
spares, stores and equipment, 
interest on loans and burden 
of depreciation and insurance. 
He expressed hope that with 
the addition of third and fourth 
jumbo jets to the fleet shortly, 
and the steady rise in passenger 
traffic, the losses will come 
down. 

A suggestion was made by 
Mr Shankar Dayal Singh that 
the variety of articles offered 
for sale at the duty free shops 
at international airports 
should be increased. Dr Karan 
Singh explained that a sum 
of Rs one lakh had already been 
spent on the renovation 
and decoration of the duty free 
shop run by the India Tourism 
Development Corporation at 
Santa Cruz and the develop¬ 
ment and expansion of such 
shops at other airports would 
be taken up shortly. 

Revenue Collections 

During the financial year 
1971-72, the revenue realised 
by the central government un¬ 
der various heads and revenue 
from opium amounted to Rs 
3803.15 crores. This was Rs 
667.91 crores more than the 
collections during the year 
1970-71. The revenue collec¬ 
ted in March 1972 was Rs 
523.33 crores as against Rs 
424.39 crores in the corres¬ 
ponding month of the previous 
year. 

The following are details 
of the revenue collected under 
various heads: 


(Rs lakhs) 


Revenue Heads 

During March 

Upto March 


1972 

1971 

1971-72 

1970-71 

Customs 

Union Excise (ex¬ 
cluding cess 
on salt, rubber, 
coal and Iron 

7,719 

7,000 

68,365 

49,462 

ore) 

20,908 

16,133 

2,08,746 

1,76,767 

Corporation Tax 

10,571 

7,275 

48,669 

38,556 

Income Tax 

12,208 

11,247 

49,680 

45,260 

Wealth Tax 

524 

301 

2,530 

1,558 

Expenditure Tax 

, # 



Gift Tax 

73 

52 

354 

236 

Estate Duty 

233 

235 

906 

777 

Opium 

97 

196 

1,065 

908 

Total 

52,333 

42,439 

3,80,315 

3,13,524 
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THE GWALIOR RATON SILK MFG. (WVG.) CO, LTD. 

(Pulp Division) 

Birlakootam — Mavoor—Kozhikode 


saves 


enormous foreign exchange for National Development 


manufacturing Rayon-grade Dissolving Pulp out of 
bamboo, eucalyptus and wood 


Regd. Office: 

BIRLAGRAM, NAGDA (M. P.) 


Gram: 'WOODPULP', Calicut. 


Phono: 3071-74 
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MadruJteAftrtes 

I Madras Reflfieries .Limited 
■processed dttrinf 1970-71, the 
[second year , of its operation, 
h.09 million tohnes of Darius 
Crude, achieving a throughput 
of 84 per cent of the installed 
capaoity. Asphalt production 
increased from the designed 
capacity of 3.23 per cent to 
6 4 per cent of crude through¬ 
put. 

A joint venture of the go¬ 
vernment of India, the Na¬ 
tional Iranian Oil Company 
and Amoco India Incorpora¬ 
ted, a subsidiary of American 
International Oil Company, 
the Madras Refineries Limited 
earned during 1970-71 a net 
profit of Rs 405 01 lakhs. In 
1969-70 the company had 
showed a loss of Rs 367.31 
lukhs 

According to the Annual 
Report of the company 
for the period July 1, 1970 to 
June 30, 1973 the refineries ex¬ 
ported 1,35,623 tonnes of Na¬ 
phtha earning foreign exchange 
of $22,87,540. 

Foreign Exchage for 
Import of Crude 

The Minister for Law and 
Justice and Petroleum and 
Chemicals, Mr H.R. Gokhale 
informed members of the Par¬ 
liamentary Consultative Com¬ 
mittee of the Ministry of Pet¬ 
roleum and Chemicals on 
May 27 that the government 
had not accepted the price 
increases claimed by the 
three foreign oil companies 
and that foreign exchange for 
crude was being released to 
them on an ad hoc basis deter¬ 
mined in 1971 to meet the 
developing emergency at that 
time. 

The committee was told that, 
as a result, oil companies 
were importing lesser quantities 
of crude by charging higher 
prices. The deficit in product 
avilability was being made 
good by import of petroleum 
products whose prices have 
presently slumped in contrast 
to the foreign oil companies 
claim of increases in crude oil 
prices. 

The Minister informed mem¬ 
bers that after the Tehran 
Agreement 1 of February 1971 
between international ou com¬ 
panies and Organisa¬ 


tion of Petroleum Exporting 
Countries, the oil companies 
in India had also asked for an 
increase in the prices of petro¬ 
leum products commensurate 
with the increase in their “tax 
paid costs” of crude. The go¬ 
vernment decided to increase 
from May 28, 1971 the FOB. 
value of each major petroleum 
products by only eight per cent 
as against 16 per cent claimed 
by these companies. These 
prices have continued to be in 
force except for changes on 
account of excise duties levied 
from time to time. The go¬ 
vernment had not agreed 
to any increases in ex-refinery 
prices beyond eight per cent. 

Mr Raja Kulkarni said that 
in view of the Tehran agreement 
between international oil com¬ 
panies and OPEC which had 
put consumer countries on the 
defensive, the government 
should reorient its national dil 
policy and urged that decision 
may be taken soon on the three 
alternatives before it viz na¬ 
tionalisation of foreign oil 
companies in a broad economic 
sense, holding majority shares 
in those companies and revi¬ 
sion of the refinery agreements 
with them earlier than it was 
due. He also suggested that 
government may consider 
offering excise concessions to 
bring down prices of petro¬ 
leum products. 

The Minister informed the 
members that a detailed study 
of the various alternatives open 
to the government to deal with 
the question of refinery agree¬ 
ments and other connected 
matters had been under¬ 
taken. A final view would be 
taken after this study had been 
completed. 

The members were also told 
that offering of excise conces¬ 
sions to cut down prices of 
products will only boost \ip 
demand whereas the govern¬ 
ment was striving to curb 
consumption of certain pro¬ 
ducts to depress crude import 
requirements. Moreover, excise 
concessions will mean loss of 
revenue to the government. 

Raising the issue of structural 
changes in Public Sector un¬ 
dertakings in the oil industry, 
Mr Raja Kulkarni pointed 
out that the - Malviya 
Committee set up to review 
working of the Oil and Na¬ 


tural Gas Commission had so 
far not submitted its recom¬ 
mendations to the government. 
Meanwhile, the, Public Under¬ 
takings Committee of Parlia¬ 
ment had made certain 
sugestions in their report re¬ 
garding structural changes in 
the 'ONGC. The govern¬ 
ment may, therefore, consider 
acting on the PUC. report to 
stem deterioration in the per¬ 
formance of ONGC. He also 
suggested that a common 
holding company may be for¬ 
med for the Indian Oil Cor¬ 
poration and the Oil and Na¬ 
tural Gas Commission. 

Names in the News 

Mr R. Ray Chaudhuri is 

taking over as General Mana¬ 
ger of the Assam Oil Com¬ 
pany Limited, a subsidiary of 
The Burmah Oil Company 
Limited, in June. He will 
be the first Indian to hold the 
post. Mr J. W. Wilkinson, who 
was the General Manager of 
the company before Mr Ray 
Chaudhuri, is proceedings on 
leave prior to taking up a senior 
appointment with Burmah Oil 
Group in Australia. 


Mr Ray Chaudhuri, who has 
successively held the posts of 
Chief Marketing Manager, 
Operations Manager and Tech¬ 
nical Manager of Assam 
Oil Company, has wide experi¬ 
ence of all aspects of petro¬ 
leum industry covering 
crude oil production, refining 
operation, distribution and 
marketing. 

Mr Geoffrey Cross has been 
appointed Managing Director 
of International Computers 
(Holdings) Ltd, and Interna¬ 
tional Computers Ltd. 

Mr M. L. Capoor of Dunlop 
and Mr S. K. Datta of 
William Jacks have been elected 
Chaii man and Vice-chairman 
respectively of the Calcutta 
Import and Export Trade 
Association for 1972-73. The 
other members of the commi¬ 
ttee are: Mr V.S. Bhatia (In¬ 
dustrial Development Ser¬ 
vices). Mr R.C. Chaudhuri 
(Imlemex India), Mr H.C. 
Dewan (Bala Shoe); Mr M.L. 
Nayar (India Tobacco), Mr 
Aloke Ray (Union Carbide)and 
Mr D.K. Choudhuri, the past 
chairman, are ex-officio mem¬ 
bers. 
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AFFAIRS 


India Tobacco 

India Tobacco Company Ltd 
has declared a final dividend of 
7.5 per cent for the year ended 
March 31, 1972, which together 
with the interim makes a total 
of 14.5 per cent against 14 
per cent paid lor 1970-71. The 
pre-tax .projit has edged up 
from Rs 7.42 crores to Rs 7.59 
crores during the year under 
review. The directors have en¬ 
hanced the allocation to deve¬ 
lopment rebate reserve by Rs 
12.74 lakhs to Rs 23.41 lakhs 
while taxation has claimed Rs 
3.56 crores as against Rs 3.84 
crores in 1970-71. This leaves 
a higher net profit ot Rs 3.80 
crores as compared to Rs 3.47 
crores in the preceding year. 

National Tobacco 

National Tobacco Co. of 
India Ltd has maintained the 
equity dividend lor 1971 at 10 
per cent. Despite a smart rise 
in sales from Rs 27.43 crores to 
Rs 29.04 crores the company's 
net profit has declined to Rs 
15.02 lakhs from Rs 21.56 
lakhs in the preceding year. The 
net profit has been arrived at 
after providing Rs 11.73 lakhs 
for depreciation, Rs 70,403 for 
development rebate reserve and 
Rs 19.90 lakhs for taxation as 
against Rs 12.46 lakhs, Rs 
26,687 and Rs 27.32 lakhs 
provided respectively in the 
previous year. The entire net 
profit had been transferred to 
the general reserve. The divi¬ 
dends—equity and preference* - 
will be paid out of the general 
reserve. The directors have 
attributed the reduction in 
profit margins to substantial 
increase in operational and 
material costs and to a steep 
rise in prices of cigarettes 
brought about by heavy im¬ 
posts in excise levies. 

Exports have amounted to 
Rs 2,72 crores in 1971 as 


against Rs 2.24 crores in 1970. 
The company is currently en¬ 
gaged in developing tobacco 
cultivation in the new areas 
of Mysore state where there are 
good prospects for producing 
exportable fluc-cured Virginia 
tobacco of superior quality. 

Metal Box 

Metal Box Company of 
India Ltd has declared a final 
equity dividend of six per cent 
for the year ended March 31, 
1972 which with the interim 
makes a total dividend of nine 
per cent as against eight per 
cent paid for 1970-71. During 
the year under review the 
company has earned a higher- 
pre-tax profit of Rs 1.85 crores 
as compared to Rs 1.69 crores 
in the previous year. Out of 
the profit a sum of Rs 94.79 
lakhs was earmarked for taxa¬ 
tion, Rs 13.75 lakhs for deve¬ 
lopment rebate reserve, Rs 15 
lakhs for debenture redemption 
reserve and Rs $h lakhs for 
general reserve. 

Bharat Commerce 

An extraordinary general 
meeting of Bharat Commerce 
and Industries Ltd will be held 
in New Delhi on June 26 to 
consider the company’s propo¬ 
sal to issue 25,000 third re¬ 
deemable cumulative prefer¬ 
ence shares of Rs 100 each to 
the public for subscription. The 
preference shares will be offer¬ 
ed at par and the entire amount 
is payable in full on applica¬ 
tion. The preference shares will 
be carrying dividend at the rate 
of 9.5 per cent per annum free 
of company’s tax but subject to 
deduction of tax at source and 
they will be redeemed by the 
company at par after Decem¬ 
ber 31, 1982 but not later than 
June 30,1984 by giving not less 
than three months' notice to 
the holders of such shares. 

In case the public issue is 


oversubscribed, the shares will 
be allotted to the applicants in 
the manner as may be decided 
in consultation with the Cal¬ 
cutta Stock Exchange. The 
company has embarked on a 
substantial renovation and mo¬ 
dernisation programme in some 
of its units and the proceeds of 
this issue will be utilised for 
financing these schemes. 

Ceat Tyres 

Although the supply position 
of tyres is quite comfortable 
during the current year, short¬ 
ages are likely to arise in 1973 
and the situation may become 
even critical in 1974 unless im¬ 
mediate steps are taken to 
license additional capacities. 
Moreover, it is desirable to 
have a small surplus in the 
licensed capacity as it will serve 
as a safeguard and a cushion 
against plant stoppages and 
recurrence of shortages. Mr 
P. A. Narielwala, Chairman of 
Ceat Tyres of India Ltd had 
made these observations in his 
annual statement circulated to 
the shareholders of the com¬ 
pany. 

As it takes anything between 
24 and 30 months to install 
a new plant and commission it 
into production the chairman 
had urged the government to 
permit either the existing units 
to expand or grant licences for 
the setting up of new units. 
Meanwhile the company has 
submitted to the government an 
application for establishing a 
new automotive tyre factory 
for producing 400,000 tyres per 
annum in an underdeveloped 
area of one of the states. The 
proposal is still under the 
consideration of the govern¬ 
ment. 

Although the supplies of raw 
materials was more or less 
satisfactory, the unilateral in¬ 
creases in prices resorted to by 
the suppliers were causing much 
embarrassment and great con¬ 
cern to the industry. As the 


fttn emmi be 
altered without the permission 
of the government the industry 
is not in a position to pass on 
to |he consumers the increase 
in the direct material costs of 
its products. Representations 
are being made to the govern¬ 
ment but with no encouraging 
response so far. 

The year 1971 was a signi¬ 
ficant year for the company. 
The expansion programme was 
completed ahead of schedule. 
The result had been a specta¬ 
cular improvement in the com¬ 
pany’s output of tyres from 
483,544 units in 1969 to 724,265 
units in 1971 and a handsome 
rise in profits. The company 
too had made satisfactory pro¬ 
gress in the implementation 
of its bicycle tyre plant at 
Nasik. The plant is expected to 
go on stream in the second half 
of the current year. Its per¬ 
formance on the export front 
was also equally impressive. 
Its exports in 1971 amounted to 
Rs 2.09 crores and the company 
had more than fulfilled the 
guarantee given by it to the 
government for exporting 10 
per cent of its total production. 
Encouraged by the working re¬ 
sults the directors have declared 
a higher dividend of Rs 15 
per share, an increase of 36 
per cent above the dividend of 
Rs 11 per share distributed in 
each of the years of 1969 and 
1970. It is heartening to note 
that the new 30,360 rights 
shares issued by the company 
to the Indian shareholders at a 
premium of Rs 100 per share 
had been oversubscribed. The 
company had received amounts 
totalling Rs 66.44 lakhs. 

With the plant continuing to 
run at more than its full capa¬ 
city during the first four months 
of the current year and a ready 
off-take of the entire output the 
company is looking forward 
confidently to another success¬ 
ful and profitable year. 

News and Notes 

Expansion & Diversification 

The Indian Cable Company 
Ltd has started manufacturing 
for the first time in India, 
continuously transposed con¬ 
ductors (CTC), a major deve¬ 
lopment in the field of high 


&A&TKBN ECONOMIST 


1146 


JUNB 9, Uf72 



voltage tranfi^rmer winding. 
Commis&ioneCin Marfch 1972* 
INCAB’s new CTC plant is 
claimed to be#e only one of 
its kind in Asia, apart from 
Japan. Continuously transpos¬ 
ed conductors incorporate a 
number of individual rectangu¬ 
lar copper conductors each 
covered with polyvinyl acetal- 
based enamel having excellent 
and well proven resistance to 
transformer oils and abrasion. 
Arranged in two groups side 
by side with a paper separator 
in between 5 to 31 (always on 
odd number) such enamelled 
conductors are continuously 
transposed mechanically and 
paper-lapped overall, As op¬ 
posed to individual paper lap¬ 
ping of conventional conduc¬ 
tors, CTC greatly improves the 
winding space factor, reduces 
stray losses and loads to better 
heat dissipation resulting in 
efficient cooling of power trans- 
iormers. All these add up to 
considerable savings in mate¬ 
rial, time and labour costs. 

Omega Cables has taken up 
the manufacture of armoured 
cables up to 4 core X 16 sq. 
mm. si/e. In addition to the 
two extruders one more was 
installed during November last 
to cover the manufacture of 
cables of sizes from 6 mm 
to 12 mm. OD. The company 
has also under consideration 
to take up the manufacture of 
new varieties such as cross- 
linked polythene cables to 
replace paper insulated cables 
in 1.1 kv to 11 kv varieties, ra¬ 
dio frequency cables (used in 
sound recording and commu¬ 
nication equipments in stu¬ 
dios) and asbestos covered 
cables for ships and furnaces. 
Recently it has developed a 
new type of cable called the 
Television. radio suppression 
cable’ and it will be meeting 
the requirements of defence ser¬ 
vices, automobiles, television 
and a host of other industries. 

N«w Venture 

Sara Engineering Corpora¬ 
tion has commissioned its new 
plant designed for the manufac- 
turc of aluminium, and alumi¬ 
nium alloys. Its aluminium tube 
drawing unit is expected to go 
on stream shortly, while its 
rerolling mills and wire drawing 
and wire flattening plants are 


scheduled to commence pro¬ 
duction in August. On com- * 

f riction of the entire manu- 
acturing schedule, the com¬ 
pany’s turnover is expeced to 
be around Rs threfe crores. 

Joint Venture 

Phaltan Sugar Works Ltd, 

Maharashtra, is setting up a 
sugar unit in Malaysia in 
collaboration with the State 
Industrial Development Cor¬ 
poration of Negri Sembilan. 
The plant will have installed 
capacity of 2,500 tonnes per 
day. Crushing activities are ex¬ 
pected to be started in early 
1974. Messrs Phaltan Sugar 
Works will be providing all the 
technical know-how right from 
sugarcane cultivation to sugar 
production as well as market¬ 
ing. Tae capital outlay on the 
project is estimated at Rs 15 
crores. 

New Issues 

Rathi Ispat Ltd is offering 
for public subscription 2,00.000 
equity shares ot' Rs 10 each and 
5,000 (9.5 per cent) cumulative 
redeemable preference shares of 
Rs 100 each, both at par. The 
list for the fully underwritten 
issue opens on June 12 and will 
close on June 21 or earlier but 
not before June 14. Applica¬ 
tions for shares must be for a 
minimum of 50 shares of multi¬ 
ples thereof in the case of 
equity shares and five shares or 
multiples thereof in the case 
of preference shares. The pro¬ 
ceeds of the issue will be utilis¬ 
ed for financing partly for the 
installation of the second 10- 
tonne electric arc melting fur¬ 
nace at its factory at Ghazia- 
bad, UP. The plant will be 
producing mild steel and alloy 
steel, ingotstor, steel and pther 
sophisticated steel items and 
is expected to go on stream by 
the end of June. The pro¬ 
ject cost for the second phase 
is estimated at Rs 66 lakhs and 
it will be financed through the 
present public issue of Rs 25 
lakhs, term loans-of Rs 23.40 
lakhs and internal sources of 
Rs 17.60 lakhs. 

The company has already 
commissioned its first electric 
arc furnace and it went into 
production in September last. 
During the year ended March 


31, 1972 the company earned a 
gross profit of Rs 15.69 lakhs 
while its sales amounted to Rs 
84.62 lakhs. During the year 
ending June 1972, the gross 
profit is expected to be around 
Rs 25 to Rs 27 lakhs. The 
company has declared recently 
a maiden interim equity divi¬ 
dend of five per cent, and hopes 
to pay a final dividend of five 
per cent during the current 
year. The directors arc hopeful 
of raising the dividend to 12.5 
per cent for 1972-73. 

Vidarbha Glass Works will be 
issuing shortly for public subs¬ 
cription equity shares worth 
Rssix lakhs. The company pro¬ 
poses to manufacture 2700 ton¬ 
nes of glass bottles per annum 
in the first two years and more 
than double the production 
thereafter. Land has already 
been acquired at Nagpur and 
construction of buildings and 
erection of plant and machinery 
is proceeding apace. Jf all goes 
well the plant is expected to 
commence production in Octo¬ 
ber 1972. As the present 
requirement of glass containers 
in the central region is met 
entirely from manufacturers 
from other parts of the coun¬ 
try, a glass factory in Nagpur 
can attract a fairly large 
volume of business in view ot 
the substantial savings in 
freight. Hence the company 
does not expect any difficulty 
in marketing its products. The 
cost of the project is estimated 
at Rs 25.55 lakhs. 

The debenture issue of Surat 
Electricity Company Ltd which 
opened for subscription on 
May 29 had been oversubscrib¬ 
ed and hence the subscription 
list was closed on May 31. 
The company offered for pub¬ 
lic subscription 50,000 (eight 
per cent) convertible debentures 
of Rs 100 each at par for cash 
payable in full on application. 

Capital and Bonus Issues 

Consent has been accorded to 
17 companies to raise capital ol 
over Rs 18.17 crores. Six of 
them are to issue bonus shares 
totalling over Rs 95.17 lakhs 
and the amount of bonus shares 
ranges between Rs 1.50 lakhs 
and Rs 65.08 lakhs. Following 
are the details : 

The Share Investment Trust 


Private Limited, Bombay, ha 
been accorded consent, vatic 1 
for three months, to capitalist 
Rs 1,50,000 out of its l : ret ! 
Reserves and issue fully paii 
equity shares of Rs 1000 eacl 
as bonus shares in the ratio o 
one bonus share for every twe 
equity shares held. 

The India Thermit Corpora- . 
tion Limited, Gwalior, has beer 
accorded consent, valid for 
three months, to capitalise 
Rs 10,00,000 out of its Genera! 
Reserves and issue fully paid 
equity shares of Rs 10 each at " 
bonus shares in the ratio of 
one bonus share tor every two 
equity shares held. 

Sukhjit Starch & Chemical* 
Limited, Phagwara, Punjab, 

have been accorded consent, 
valid for three months, to capi¬ 
talise Rs 8,99,150 out of its 
General Reserves and issue 
fully paid equity shares of Rs 
10 each, as bonus shares, in the 
ratio ol one bonus -share for 
every one equity share held. 

Gokak Mills Limited, Bom¬ 
bay, has been accorded consent, 
valid for three months, to capi¬ 
talise Rs 65,08,000 out of its 
General Reserves and issue 
fully paid equity shares of Rs 
1(H) each, as bonus shares, in 
the ratio of one bonus share tor 
every two equity shares held. 

Recondo Private Limited, 
Bombay, has been accorded 
consent, valid for three months, 
to capitalise Rs 3,00,000 out of 
its General Reserve and issue 
fully paid equity shares ot 
Rs 10 each, as bonus shares, in 
the ratio ot one bonus share for 
every equity share held. 

National Wire Herald Works 
Private Limited, Bombay, has 

been accorded consent, valid 
for three months, to capitalise 
Rs 6,60,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each as 
bonus shares in the ratio of 
three bonus shares tor every 
equity share held. 

The Industrial Credit & In¬ 
vestment Corporation of India 
Limited, Bombay, has been 
accorded consent, valid for 12 
months, to issue redeemable un¬ 
secured debentures ol the value 
ol Rs seven crores in units ol 
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Rs 5,000 each for cash at 99.S 
cent of the nominal value, 
he debentures will carry inte¬ 
rest at six per cent per annum 
and will be redeemed at par 
after the expiry of 12 years. 
pThe proceeds will be utilised to 
augment the rupee resources 
for meeting the demands of 
Industries for financial assis¬ 
tance. 

The Coromende! Engineering 
Company Private Limited, 
Madras, has been granted con¬ 
sent for issue of Rs two lakhs 
value of equity shares of Rs 
100 each, to be offered to the 
existing shareholders of the 
company for cash at par on 
rights basis. The proceeds of 
the issue will be utilised in 
meeting the working capital 
requirements of the company. 

Aluminium Corporation of 
India Limited Calcutta, have 
been granted consent for issue 
of Rs 250 lakhs capital com¬ 
prising of Rs 100 lakhs in 9.5 
per cent redeemable preference 
shares and Rs 150 lakhs in 
equity shares. All the shares will 
be issued for cash at par. The 
proceeds of the issue will be 
utilised in financing an integra¬ 
ted aluminium plant with an 
annual capacity of 30,000 ton¬ 
nes of aluminium metal in 
Orissa. 

Modi Rubber Limited, Modi- 

nagar, has communicated to 
the government its proposal to 
issue capital under clause 5 
of the Capital Issues (Exemp¬ 
tion) Order, 1969, to the value 
of Rs 3,60,00,000 in equity 
shares of Rs 10 each to be-offer¬ 
ed to the public for providing 
part of the finance required (or 
implementing the automobile 
tyre and tube project. 

Rajgarh Tea Company Limit¬ 
ed, Calcutta, has been accorded 
consent to issue a capital of 
Rs six lakhs in equity shares 
of Rs 10 each as rights shares in 
the ratio of one equity share 
lor every share held. The pro¬ 
ceeds will be utilised lor meet¬ 
ing a part of the purchase price 
of the Tinkong Division of 
Assam Consolidated Tea 
Estates (India) Limited. 
The consent is valid for 12 
months. 

Andhra Pradesh Paper Mills 
Limited, Bombay, has commu¬ 
nicated to government its 
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proposal to isstfft capital under 
clause 5 of the’Capital Issues 
(Exemption) Oiler, 1969, to 
the value of R| '75,00,000 in 
equity shares of Rs 100 each as 
right shares for cash at par for 
expansion under the crash 
programme for paper initiated 
by government. 

Voltes Limited, Bombay, has 

been accorded consent for issue 
of capital of Rs 103,89,600 in 
equity shares of Rs 100 each, 
as right shares for cash at pre¬ 
mium of Rs 50 per share. 
The proceeds will be utilised 
for augmenting the working 
capital requirements of the 
company. The consent order is 
valid for 12 months. 

Andhra Sugars Limited, 
Andhra Pradesh, has been 
accorded consent to the issue of 
8) per cent debentures of the 
value of Rs 35 lakhs, to be 
offered to the Unit Trust of 
India for cash at par. 

English Electric Company 
of India Limited, Calcutta, have 
been granted consent to further 
issue of Rs 25 lakhs in 2,50,000 
equity shares of Rs 10 each, for 
cash at a premium of Rs three 
per share. The shares will be 
offered on rights basis only to 
the Indian shareholders of the 
company. The object of the 
issue is to raise Indian parti¬ 
cipation in the share capital 
from 25 per cent to 33) per 
cent. 

Punjab Tractors Limited, 
Chandigarh, has communicated 
to government of their propo¬ 
sals to issue capital under clause 
5 of the Capital Issues (Exemp¬ 
tion) Order, 1969, to the extent 
of Rs 140,00,000 ^including Rs 
7,02,030 already subscribed) 
divided into 11,00,000 equity 
shares of Rs 10 each and 
30,333 9.5% per annum 
cum. red. preference shares of 
Rs 100 each, for cash at par. 
The proceeds arc for establish¬ 
ing a plant for the manufacture 
of 5,000 ‘Swaraj’ 20/30 HP 
agricultural tractors per annum 
at Mohali Industrial Estate, 
Punjab. 

Engineering Construction 
Corporation Limited, Bombay, 
has been granted consent to the 
issue of Rs 25 lakhs in 2,50,000 
equity shares of Rs 10 each, to 
be offered to the existing share¬ 
holders of the company, for 
cash at par. The object of the 


issue is to increase the liquid 
resources of the company for 
meeting increased turnover. 

Company Mootings 

The Century Spinning and 
Manufacturing Company Ltd; 
Birla Matushri Sabhagar, 19, 
Marine Lines, Bombay-20; 
June 14; 4 P.M. 

Textile Machinery Corpora¬ 
tion Ltd; Registered Office 
Belgharia, Calcutta-56; June 
28; 4 P.M. 

Coromandel Fertilisers Ltd; 

126, Sarojini Devi Road, 
Secunderabad; June 21; 11.00 
A.M. 

Interim Dividends 

Pfizer Ltd has declared the 
first interim dividend of 50 
paise per share of Rs 10 each 
for the current year ending 
Novemer 30, 1972. This divi¬ 
dend is payable on an enlarged 
capital resulting from the re¬ 
cent issue of bonus shares in 
the ratio of two shares for every 


five shares held. In 1970-71 the 
company had declared four 
interim dividends totalling 27 
per-cent, the first two of 60 
paise each, the third of 70 
paise and the last one of 80 
paise per share. 

Alkali and Chemical Corpora¬ 
tion of India Ltd has maintained 
the interim equity dividend 
at 7.5 per cent for the year 
ending September 30,1972. 

Rathi Ispat Ltd has declared 
a maiden interim dividend of 
five per cent for the year ending 
June 30,1972. 

Chemicals and Fibres of India 
has announced an interim divi¬ 
dend of 10 per cent for the year 
ending September 30, 1972 on 
the increased capital of Rs 5.35 
crores resulting from the rights 
issue and public issue of shar¬ 
es. The company paid in 1970- 
71 a first interim of 11 per cent 
and a second interim of 10 
per cent on the capital of Rs 
4.90 crores. It paid a final divi- 


Dividends 


Equity Dividend declared for 
Year- 

Name of the company ended Current Previous 

year year 


Higher Dividend 


Mysore Lamp Works 

Dec. 1971 

12.5 

10.0 

Bombay Paints 

Dec. 1971 

12.0 

10.0 

Aspinwall and Company 
Aspinwall and Com¬ 

Dec. 1971 

6.0 

4.0 

pany (Travancore) 
Shrec Digvifay Cement 

Dec. 1971 

10.0 

7.5 

Company 

Dec. 1971 

12.0 

11.0 

Tirumurti Mills 

Dec. 1971 

4.0 

Nill 

Same Dividend 

Nutan Mills 

Travancore Chemical & 

Dec. 1971 

18.0 

18.0 

Manufacturing Co. 

June 1971 

25.0* 

25.0 

Ganges Rope 

Wandleside National 

Dec. 1971 

7.5 

7.5 

Conductors 

Dec. 1971 

Nil 

Nil 

J. K. Cotton 

Dec. 1971 

Nil 

Nil 

Radhakrishna Mills 

Dec. 1971 

10.0 

10.0 

Reduced Dividend 

Kolhapur Sugar 

June 1971 

8.0* 

10.0 

Tungabhadra Industries 

Sep. 1971 

5.0* 

10.0 

Indabrator Ltd 

Dec. 1971 

12.0* 

15.0 

Tubes and Malleables 

Dec. 1971 

10.0 

15.0 

Grauer and Weil 

Dec. 1971 

Nil 

8.0 


'On increased capital. 
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dcnd of four fwr cent on the 
enlarged Papitifl. 

Licences in Letters of 
Intent 

The following licences and 
letters of intent were issued 
under the Industrial (Deve¬ 
lopment and Regulation) 
Act 1951, during the three 
weeks ended March 18, 
1972. The list contain names 
and addresses of the licen¬ 
sees, articles of manufacture 
type of licences—New Un¬ 
dertakings (NU); New 
Articles (NA); Substantial 
Expansion (SE); Carry on 
Business (COB); Shifting—and 
annual installed capacity. 

Licences Issued 
Metallurgical Industry (Ferrous) 

M/s. Bhoruka Steel Ltd, 
57/58, 2nd Cross, New Kala- 
sipalyam Extn., Bangalore-2, 
Mysore. (Bangalore—Mysore) 
—M.S. Billets—50,000 tonnes 
p.a.—(NU); M/s Hydera¬ 
bad Tools (P) Ltd, 4-1-920, 
Dinabad Estate, Tilak Road, 
Hyderabad-1. (Visakhapatam— 
Andhra Pradesh)—Ferro Sili¬ 
con—20,000 Tonnes p.a.— 
(NU); M/s Steel Complex Ltd, 
Wisco Manor Feroke, Kerala. 
(Calicut—Kerala)—Mild, Me¬ 
dium, Carbon and Spring 
Steel Billets—50,000 tonnes 
p.a.—(NU). 

Fuels 

M/s The Tata Iron and 
Steel Co Pvt Ltd, Bombay 
House, 24, Bruce Street, Fort, 
Bombay-1. (Jamadoba/Sijua/ 
Bihar)—Coal (at Jamadoba 
and Sijua) & 80 million—1.20 
million/tonnes p.a. after ex¬ 
pansion respectively)—(SE). 

Electrical Equipment 

M/s Sahncy Kirkwood Com¬ 
mutators Pvt Ltd, 27, Kirol, 
Near Vidyabihar Station, Bom¬ 
bay-77. (Kirol—Ghatkopar— 
Bombay—Maharashtra)— Mi- 
canite Products—240 tonnes— 
(NA); M/s Standard Batteries 
Ltd, Vakola, Santa Cruz, 
Bombay-55, (Maharashtra)— 
Train Lighting Cells—Capacity 
24,000 Nos. p.a. capacity will 
be 48,000 nos. p.a. after expan¬ 
sion—(SE); M/s Bijlee Pro¬ 
ducts (India) Pvt Ltd, 70, 
Hadapsar, Industrial Estate, 
Poona-19. (Poona—Mahara¬ 
shtra)—Motor car Head light 


side and Tail Lamps—3 million 
Nos. p.a.; Photo flash lamps— 
1.5 million Nos. p.a.—(SE); 
M/s Gramophone Co of 
India Ltd, 5, Old Court House 
Street, Calcutta-1. (Calcutta- 
West Bengal)—I. Pick up Car¬ 
tridges for complete equipment 
and replacement purpose— 
2,30,000 nos. p.a.; Pick up 
cartridges for export—12,000 
nos. p.a. (Total capacity for 
(1)350,000Nos.p.a.; II. Stylus 
for replacement purposes— 
1,80,000 nos. p.a.; Stylus for 
exports—1,20,000 nos. p.a.~ 
(Total capacity for (II) 3,00,000 
Nos. p.a.—N.A.; M/s D.P.V. 
Industries, Pollachi Road, 
Podanur Post, Coimbatore-18. 
(Coimbatore—Tamil Nadu)— 
Electrical Stampings—1,800 
tonnes p.a.—(NU). 

Telecommunications 

M/s Nippon Electronics 
(India) Pvt Ltd, Bull Temple 
Road, P.B. No. 1905, Banga¬ 
lore-19. (Bangalore—Mysore) 
—Plastic Film Capacitors.— 
—Expansion from 5.0 million 
nos. p.a. to 15.0 million nos. 
p.a.—(SE). 

Transportation 

M/s Standard Radiators 
Pvt Ltd, Industrial Estate, 
Baroda-3. (Baroda—Gujarat) 
—Radiators—24,000 Nos. p.a. 
-(NU). 

Industrial Machinery 

M/s Shalimar Wires and 
Industries Ltd, 25, Ganesh 
Chandra Avenue, Calcutta-13. 
(Calcutta—West Bengal)— 
Dandy Rolls for Paper Mills 
Machinery, (capacity to be de¬ 
termined after-words)—(NA); 
M/s Elecon Engineering Co 
Ltd, Vallabh Vidyanagar, 
Distt. Kaira, Gujarat. (Vallabh, 
Vidyanagar-—Distt. Kaira— 
Gujarat)—Large capacity 
mobile crawler mounted and 
rail mounted type spreaders for 
overburden and free flowing 
material such as iron ore, lig¬ 
nite, manganese ore and coal, 
etc.; Bucket Wheel and Bucket 
Drum Stackers/Reclaimers/ 
Blenders and Excavators; Mo¬ 
bile Scrapers for reclaiming 
Fertilizers from Silos; Rotary 
Disc Loaders—Rs 34.00 lakhs 
p.a.—(COB); M/s Jessop & 
Co Ltd, 63, Netaji Subhas 
Road, Calcutta-1. (24-Parga- 
nas—West Rengal)—Aerial 
Ropeways—Rs 5 crores p.a.-— 


(NA); M/s Bharat Heavy 
Plate and Vessels Ltd, Post 
Box No. 100, Visakhapatnam- 
I A.P. (Visakhapatnam— 
Andhra Pradesh)—Oxygen, Ni¬ 
trogen and other gas separa¬ 
tion plants—Worth Rs 600 
lakhs per annum; Multilayer 
Vessels for high pressure— 
Worth Rs 96 lakhs p.a.—NA. 

Machine Tools 

M/s Promain Ltd, D-24, 
Himataya House, 2nd Floor, 
Kasturba Gandhi Marg, 
New Delhi-1. (Ballabgarh— 
Gurgaon — Haryana) — Bar 
Twisting Machine—Rs 4.5 
lakhs p.a.; Straightening Ma¬ 
chine—Rs 3.5 lakhs p.a.; 
Cold Shears—Rs 1.5 lakhs p.a.; 
Equipment for finishing ot 
Tubes such as; (a) Straighten¬ 
ing Machines—4.5 lakhs p.a.; 
(b) End Milling Machines—2.5 
Lakhs p.a.; (c) Threading 
Machine—4.0 Lakhs p.a.: (d) 
Embossing Machine—1.0 
Lakhs p.a.; Complete Tube 
Galvanising plant (6* size) 
including furnace etc.—Rs 15.0 
lakhs p.a.; Draw Benches lor 
Bars and Tubes Rs 3.5 lakhs 
p.a.; Swaged Poles—Complete 
Plant—Rs 8.0 lakhs p.a.; 8.6" 
Tube Mills—20.0 lakhs p.a.— 
(NA); M/s Raja Bahadur 
Motilal Poona Mills Lid, 
Hamam House, Hamam Street, 
Fort, Bombay-1 BR. (Poona—- 
Maharashtra)—Internal Grind¬ 
ing Machines. (Max. swing 
over table 400 mm Max min 
diameter to be ground 125/8 
mm)—24 nos. p.a. (Worth 
Rs 16.80 lakhs)—(NA). 

Agricultural Machinery 

The Chairman & Managing 
Director, Hindustan Machine 
Tools Ltd., P.O. HMT, Banga¬ 
lore-31. (Pinjore—Haryana)- 
Agricultural Tractors ‘/fetor’ 
(Model 2011/2511 of 20 IIP) - 
(NA); M/s Raja Bahadur 
Moti Lai Poona Mills Ltd, 5, 
Raja Bahadur Moti Lai Road, 
P.O. Box No. 50, Poona-1. 
(Maharashtra) — Agriculture 
Tractors (Indigenous-37 HP— 
10,000 Nos p.a.—(NA). 

Office and House Hold Equip¬ 
ment 

M/s IBM World Trade 
Corporation, Nehru House, 
4-Bahadur Shah Zafar Marg, 
New Delhi. (Bombay—Maha¬ 
rashtra)—Key Punch Model- 


129—2,000 Nos. p.a.—(NA 

Chemical (other than fertilizer ' 

M/s Eastern Air Produc 
Private Ltd, 1 &2, Ir.dustri • 
Estate, Govindpura, Bhop 
(MP)—Oxygen Gas—0> 

million cubic meters p.a.- 
(SE); M/s Bombay Oxygt 
Corpn Ltd, 5-Convent Strce. 
Colaba, Bombay* 1 (B!< 
(Muland — Bombay — Mah; 
rashtra)—Oxygen Gas—O.t ■ 

million cm. p.a.—(SE); M ; 
Allied Resins and Chemica 
Limited, 13, Camac Stree 
Calcutta-17. (Rampur—We 
Bengal -(Paraformaldehyde -., 
600 tonnes p.a. with existir * 
capacity for Formaldehydc- 
(NA). 

Drugs and Pharmaceuticals 

M/s Chemical Industrial an 
Pharmaceutical Laboratoi 
Ltd, 289, Bcllasis Roat 
Bycullu, Bombay-8. (Bomba 
—Maharashtra) — Ampicilli 
Capsules B.P.—one millio 
Nos. per annum; Ampicilli 
Syrup BPC—one lac bottle 
p.a.; Ampicillin Sodium ft 
Injection B.P.—one lakh via 
p.a.—(NA). 

Textiles 

M/s Nirlon Synthetic Ft 
bres and Chemicals Ltd, 11 f 
Mahatma Gandhi Roat 
Bombay-1. (Bombay — Maha 
rashtra) Polyester Filamen 
yarn -360 tonnes p.a.—(COB 
M/s J.K. Synthetics Ltt 
Kamla Tower, Kanpur, (Kot 
—Rajasthan)—Polyester Fila 
ment yarn—360 Tonnes p.a 
-(COB). 

Paper & Pulp 

M/s Cellulose Products i 
India Lid. P.O. Kethwad 
Maize Products, Distt. Al 
medabad, (Gujarat) (Ramo 
Dist. Ahmcdabad • Gujarat)- 
Fillcd corrugated Boards- 
6,000 tonnes per annum; Pul 
—6,000 tonnes p.a. (COB). 

Rubber Goods 

M/s Modi Rubber Ltt 
Modinagar, U.P., (Daurak 
Distt. Meerut Uttar Pradesh 
—Automobile lyres—4,00,00 
Nos. p.a.; Automobile Tube 
—4,00,000 Nos. p.a. -(NU). 

Leather Products 

M/s T. Abdul Wahid & Cc 
No. 19, Vcpery High Roat 
Pariamet, Madras-3. (Aubr- 
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rth Arcol—Tamil Nadu)— 
it Blue Chrome tanned skins. 
j36 lakh Nos. p.a. (after 
nsion); Finished leather 
m hides such aa full chrome 
ipcr leather. Retan upper 
ther lining leather. Fancy 
ther, industrial gloving lea- 
etc.—3 lakh Nos. p.a. 
ew Article); Finished Lea- 
r from sheep and goat skins 
;h as suedes, Fine gloving 
ther, lining leather fancy 
ther glaeid kid, Merecse 
ther, shrunken kid etc.—16 
h Nos. p.a.—-(New Article) 
|(SE/NA). 

if ass 

! fM's Excel Glasses Ltd, 

1 ;dayanagar, Pathirapally, 
6st Box No. 181, Alleppey. 
klleppey ■— Kerala)—Glass 
pttles—12,000 tonnes p.a.~ 
i;4U); Shri D. R. Sondhi, 
4-37, Panch Shila Park New 
Jelhi. (Faridabad—Haryana) 
'•Lenses for Headlamps for 
fl types of vehicles i.e. cars and 
[her light vehicles, motor ty¬ 
kes, scooters and tractors and 
■'asses for marine lighting 
■gnalling equipments and 
asses for road traffic signals. 
■MO lakhs pieces p.a.-(NU). 

Letter* of Intent 
Metallurgical Industries (Ferrous) 

M/s Industrial Cables 
. ndia) Ltd, National Insur- 
!ice Bldg., Parliament Street, 
'•■.O. Box No, 464, New Delhi. 
'Maryana)- Steel Wires - 
'^,000 tonnes p.a. (NA); .Mr. 

! ). M. Netcrwala, Universal 
'erro-Phillipp Bros. India 
1 id, Liberty Bldg., New Marine 
lines, Bombay-20 (BR) 
’[Maharashtra) — Fcrro-Man- 
’•incse and Silico Manganese— 

*'5,000 tonnes p.a.—(NU). 

> * 

ilcctrical Equipment** 

i M/s Indian Machine Enter¬ 
prise, A-189, Defence Colony, 
Wew Delhi-3. (Maharashtra)-— 
J'lagnctic Tapes.— 40 million 
Running meters p.a.—(NU); 
M/s Indian Cable Industries, 
rombay Poona Road, Pim- 
, ji, Poona-18. (Pimpri- 
i: .v'aghcri — Maharashtra) 
^rtigh Frequency/Radio Frequ- 
’ : ncy Cables.— 1000 K.M. p.a. 
I;—(NU); Shri Ravindra Nath 
5 Ihanna, 19, Teen Murti Lane, 
iljew Delhi. (Okhla—Delhi)— 
i 1 lotor Starters - 50,000 Nos. 
U,a.; Contractors -Air break 

j; 

lUsTliRN ECONOMIST 


contactors with Ibyerload Re¬ 
lays—upto 16 Amps. 30,000 
Nos. p.a.; upt$ -45 Amps. 
10,000 Nos. p.a. mto 80 Amps. 
5,000 Nos. p.a.j[ upto 125 
Amps. 3,000 Nc#y p.a.; Push 
Buttons (flame prdof type only) 
—10,000 Nos. p.a v Pilot Lamps 
(Explosion proof type only)— 
10,000 Nos. p.a.; Relays (Ex¬ 
cept Print ana Reed Relays) 
Multi contact Electro-Magnetic 
Relays both AC and DC Types 
switching current rating upto 
20 Amps.—50,000 Nos. per 
annum; Pneumatic Time Re¬ 
lays including programmer type 
Relays.—25,000 Nos. per 
annum. (These relays will not 
include power protection Re¬ 
lays used in transmission and 
distribution system)—Rs 40 
Lakhs per annum. (NU); M/s 
Kothari & Sons, P.B. No. 
3309, Kothari Bldg., Nungam- 
bakham High Road, Madras- 
34. (Baroda -Gujarat) — Ni¬ 
ckel Cadmium Cells—20,000 
Nos. p.a.—(NU). 

Transportation 

M/s Rane (Madras) Ltd, 
P.B. No. 2628, Ganapathi 
Buildings, 47, Velachari Road, 
Madras-32. (Tamil Nadu) - 
Madras—Steering Gears— 
60,000 Nos—(NA): M/s Iyer 
and Company (P) Ltd. Gana¬ 
pathi Bldg, 47, Velachari Road, 
Madras. (Tamil Nadu)— 
Gears (Transmission and 
Differential) for Automobiles. 
—2,000 tonnes p.a.-~(NU); 
M/s Laxmichand Bhagaji Ltd, 
79, Apollo Street, Bombay. 
(Gujarat)-Transmissions Gears 
differential Gears, Worm 
Gears, Gear Box Assemblies 
and Rear Axle Assemblies. 
Total capacity will be—1,200 
tonnes p.a.—(NU). 

Textile Machinery 

M/s Larsen and Toubro Ltd, 
Powel Works, Saki Vihar Road, 
P. Box No. 8901, Bombay-72 
(AS) (Bombay—Maharashtra) 
—Complete High Speed Bottl¬ 
ing Plants comprisings: Bottle 
washers upto 36,000 BPH; 
Bottle fillers upto 24,000 BPH; 
Plastic case washers; Convey¬ 
ors—six numbers valued Rs 
60 lakhs p.a. approx.—(NA). 

Machine Tools 

Shri Dinshaw H. Dunger, 
105, Apollo Street, Fort, Bom¬ 
bay-1. (Maharashtra/Andhra 
Pradesh—Mysore)—Screw In¬ 


jection Automatic Rotary Mul¬ 
timould type machine for the. 
manufacture of FVC shoot—8 
Noa. p.a.—Worth Rs. 13.8 
lakhs; Plastic Injection Mould¬ 
ing Machines standard type— 

15 Nos. p.a.; (worth Rs 19.86 
lakhs); Blow Moulding Machi¬ 
nes—2 Nos. p.a. Worth Rs 
2.70 lakhs—(NU). 

Agricultural Machinery 

M/s Allied Motors (P) Ltd, 

5, Scindia House, New 
Delhi-1. (Uttar Pradesh)— 
Howard Tractor mourned 
Rotavators—2,000 Nos. p.a. 
—(NU); M/s. Bharat Earth 
Movers Ltd, Bangalore-17. 
(Kolar gold Fields—Mysore)— 
Crawler Tractors with Angle 
Dozer Attachments/Bull Dozer 
above 300 HP — 40 Nos. 
p.a.—(NA); M/s International 
Tractors Co. of India Ltd, 
Akurli Road, Kandivli (East), 
Bombay-67 (NB) (Maha¬ 
rashtra) — Mccormick Inter¬ 
national Tractors (1H-454 of 
52 HP) and (IH-574 of 68 HP) 
-10,000Nos. p.a.—(NA); M/s 
Garden Reach Workshops Ltd, 
43/46, Garden Reach Road, 
Calcutta-24. (Calcutta—West 
Bengal)—Road Rollers —Ex- 
panson ot Diesel Engine Driv¬ 
en Road Rollers of the capa¬ 
city of 8-10 tonnes. Expansion 
from existing capacity of 120 
Nos. to 300 Nos. p.a.)—(SE). 

Miscellaneous, Mechanical and 
Engineering Industries 

Shri Prataprao D. Chowgulc, 
Datta Prasad, Gamadia Cross 
Road, Bombay-26. (Ratnagiri 
—Maharshtra)—Gear Hobs 
—12,000 Nos. p.a.; Gear Shap¬ 
er Cutters—12,000 Nos. p.a.— 
(NU); Shri Chatar Singh Baid, 
7, Swallow Lane, Calcutta-1. 
(Indore- -Madhya Pradesh)— 
Gear Hobs- 16,000 Nos. p.a.; 
Milling Cutters—10.000 Nos. 
p.a.; Tool Bits—80,000 Nos. 
p.a.—(NU); 

Industrial Instruments 

M/s Bharat Heavy Plate & 
Vessels Ltd, Post Box No. 100, 
Visakhapatnam-I (A.P.) (Visa- 
khapatnam—Andhra Pradesh) 
—Finned Tube Air Coolers for 
process plants—50 Nos. p.a. 
worth Rs 150 lakhs—(NA). 

Chemicals 

M/s Raj Prakash Chemicals 
15, Carmichael Road, 47, 
Usha, Kiran, Bombay-26, 
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(Maharashtra)—Butyl Acrylate 
—950 tonnes p.a. ; Ethyl Amyt- 
late—700 tonnes p.a.; Methyl 
Acrylate—850 tonnes p.a.; 
Etljyl Hexyl Acrylate—100 
tonnes p.a.; Miscellaneous 
Acrylates—400 tonnes p.a. 

(NU); The Chairman and 
Managing Director, Indian 
Petrochemicals Corporation 
Ltd, P.O. Jawahar Nagar, 
Distt. Baroda (Gujarat)— 
Detergent Alkylate — 30,000 
tonnes p.a.; By-Products; 
Polyalkyl Benzenes — 2,500 
tonnes p.a.— (NU); The Chair¬ 
man and Managing, Director, 
Indian Petrochemicals Corpo¬ 
ration Ltd, P.O. Jawahar Nar 
gar, Distt. Baroda (Gujarat)— 
Acrylic Fibre—12,000 tonnes 
p.a. (NU); Shri Girdhari Lai, 
Flat No. 3, Badri Keshwar, 
89-Subha Road, Bombay-2. 
(Chandigarh) — Biaxially Ori¬ 
ented Polystyrene Film—1,000 
tonnes p.a.—(NU); M/s Tamil 
Nadu Industrial Development 
Corporation Ltd, 3rd Floor, 
L.L.A. Bldg., 150-A, Mount 
Road, P.B. No. 5205, Madras- 
2. (Madras— Tamilnadu)— 

Biaxially oriented Polystyrene 
Film—1000 tonnes p.a.— (NU); 
Shri Gopal Rajgarhia, B-104A, 
Greater Kailash-1, New Delhi. 
(Ghaziabad — Uttar Pradesh) 
—Biaxially Oriented Poly¬ 
styrene Film—1.000 tonnes p.a. 
-(NU); M/s The Atul Pro¬ 
ducts Ltd, Post Atul (W. Rly.) 
Distt. Bulsar (Gujarat) (Atul, 
Bulsar—Gujarat) — Carbamite 
—100 tonnes p.a.—(NA); M/s 
Union Carbide India Ltd, 5, 
Parliament Street, New D.elhi- 
1. (Bhopal—Madhya Pra¬ 
desh)—Methyl Isocyanate bas¬ 
ed Pesticides—5,000 tonnes 
p.a.—(NA); M/s Garware Ny¬ 
lons Ltd, Chopatty Chambers, 
Sandhurst Bridge, Bombay-7. 
(Pimpri — Poona — Maha¬ 
rashtra)—Polyester Filament 
yarn.—360 tonnes p.a.—(NA); 
M/s Modipon Ltd, Modi- 
nagar, U.P., (Modinagar— 
Meerut—Uttar Pradesh)—Ny¬ 
lon Filament yarn Expansion 
by 2000 tonnes p.a. Capacity 
after expansion will be 4200 
tonnes p.a.—fSE); M/s Al¬ 
bright Morarji & Pandit Ltd, 
Rajmahal, 84, Veer Nariman 
Road, Bombay-20. (Ambar* 
nath — Thana — Maharashtra) 
—Sodium Tripolyphosphate. 

Drags & Pharmaceuticals 
Shri S. N. Khaitan, 25, Ga- 
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„esh Chandra; Avenue, Cal- 
C u(ta-13. (Rajasthan)—Empty 
Hard Gelatind Capsules (two 
niece)— 200 million Nos. 
p.a.—M/s Bengal 
Chemicals & Pharmaceutical 
Works Ltd, 6, Ganesh Chandra; 
Avenue, Calcutta-13. (West 
Bengal)-Polymyxin-B-Sulphate 
Injection—50,00,000 vials p.a.; 
Neomycin tablets—1,00,00,000 
Nos. p.a. (within the overall 
licensed capacity)—(NA). 

Textiles 

The Chairman, Assam Co¬ 
operative Jute Mills Ltd, P.O. 
Nowgong (Assam) (Assam)— 
Jute Sacking goods—7,200 ton¬ 
nes p.a. (150 sacking looms)— 
(SB). 

Paper & Pulp 

M/s The Sirpur Paper Mills 
Ltd, Sirpur— Kaghaznagar, 
(Andhra Pradesh) (Sirpur— 
Andhra Pradesh)—Paper & 
Paper Board—44,500 tonnes 


p.a. after expansion—(SE); 
M/s Rohtas Industries Ltd, 
Times House, 4th Floor, 7 
Bahadur Shah Zafar Marg, 
New Delhi-1. (Dalmianagar— 
Bihar)—Board, M.O. Papers 
(including V. . base &. Kraft), 
P.F. Papers. —75,000 tonnes 
p.a. after expansion—(SE). 

Leather Goods 

M/s Baroda Chemicals 
Industries Ltd, Opt. College, 
Dabhoi, Distt. Baroda. (Dabohi 
—Gujarat)—Regenerated Var¬ 
nished leather—300 tonnes 
p.a.; Regenerated unvarnish- 
leather 900 tonnes. 

Ceramics 

M/s Orissa Cement Ltd, 4, 
Scindia House, P.B. No. 864, 
New Delhi-1. (Raj gangpur— 
Orissa)—Refractory Specialities 
—20,000 tonnes p.a.—(NU). 

Cement Products 
M/s Panyam Cements & 


Minerals Industries Ltd, 
Cement Nagar, P.O., Buggani- 
palti R. S. Distt., Kurnool 
(Andhra Pradesh). (Cement 
Nagar, Distt. Kurnool— 
Andhra Pradesh)—Portland 
Cement Expansion from 3.88 
lakh tonnes to 4.88 lakhs 
tonnes per annum—(SE). 

Change in Name of 
Owners or Undertakings 

(Information pertains to parti¬ 
cular licences only) 

From M/s Electrical Manu¬ 
facturing Co Ltd, to M/s 
E.M.C. Steel Ltd, Calcutta; 
from M/s Hindusthan National 
Glass Manufacturing Co Ltd, 
to M/s Hindustan National 
Glass and Industries Ltd, Har¬ 
yana; from M/s Surendra 
Engineering Works to M,s Sur- 
rendra Engg. Works Private 
Ltd, Calcutta-1; from M/s 
Bharat Diamond Industries 
(Prop Abrasive Diatools Pvt 


Ltd to M/s Abrasive Diatools 
Pvt Ltd, Bombay-20; from M/s 
Laxmi Strach Factory Ltd.; 
New Delhi-5 to M/s Laxmi 
Strach Ltd, New Delhi-5; from > 
M/s The North Arcot Distt. 
Cooperative Sugar Mills Ltd,. 
to M/s Ambur Cooperative 
Sugar Mill Tamil Nadu.; from 
M/s Hindustan National Glass 
Mfg. Co. Ltd, Calcutta to M/s. 
Hindustan National Glass & 
Industries Ltd, Calcutta; from 
Alembic Chemical Works Co. . 
Ltd, Baroda-3 to M/s Paushak 
Ltd. 

Licences Revoked or 
Surrendered 

(Information pertains to parti¬ 
cular licences only) 

M/s Mysore Industrial and 
Testing Laboratory Ltd, Ban- 
gaIore-3— Malt Extract; M/s 
Orient Steel and wire Industries; 
(P) Ltd, Calcutta-1—Abrasine 
grains. 


LET FIGURES SPEAK 

OUR PERFORMANCE 

We improved OUR DEPOSITS by Rs 51.90 crores .. 

From Rs. 167.74 crores to Rs. 219.64 crorcs 
We improved OUR ADVANCES by Rs. 27.34 crores 

From Rs. 122.82 crores to Rs. 150.16 crorcs 
We improved OUR DEPOSIT ACCOUNTS by 3,63,824 
From 18,44,134 to 22,07,958 

We improved OUR BORROWING ACCOUNTS by 91,224 .. 

From 3,71,555 to 4,62,779 
OUR ADVANCES 


YEAR-1971 

•I'30.9% 
+22.3% 
+ 19.7% 
+ 24.5% 



Dec. 1970 Amount 

No. of A/cs 

Dec. 1971 

No. of A/cs 


Amount 

To Agriculture 

To small scale Industries 

To Transport operators 
(Trucks, taxies and rickshaws) 

To Retail Trade 

.. .. 98,627 Rs. 17.32 crores 

9,354 Rs. 17.07 crores 

3,437 Rs. 4.98 crores 

26,813 Rs. 7.15 crores 

1,27,029 

9,696 

3,837 

28,378 

Rs 19.76 crorcs 
Rs. 17.91 crores 
Rs. 4.86 crores 

Rs. 8.08 crores 

ADVANCES TO PRIORITY SECTORS—Viz: Agriculture, Small Scale Industries, Transport and export as 
Rs. 64.64 crores out of Rs. 150.16 crores. (i.e. 43% of total advances) 

BRANCHES AS ON 31-12-1971: 507 

on 

31-12-1971: 

Branches in rural areas 

Branches in semi-urban areas Branches in urban and 

Metropolitan areas 

§ 


Total 

192 

178 

137 


507 

We opened 46 Branches in 1971 

19 

17 

10 


46 



in 1970 we were the ONLY BANK in 186 places 
in 1971 we were the ONLY BANK in 210 places 

EVERY MAN’S BANK FOR EVERY BANKING NEED 


H. O. Manipal 


Custodian K. K. Pai 
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and 

ISTATISTICS 


Approach 
Jo the 
fifth Plan 

f 


{At the two-day session of the 
National Development Coun¬ 
cil held in the capita! on May 
!30 and 31, a special paper 
'prepared by the Planning Com- 
imission entitled “Towards an 
approach to the Fifth Plan” 
:'.was discussed. The central 
;lheme of the paper was intensi¬ 
fication of the war on poverty. 

. While the emphasis in the car¬ 
rier five-year plans has been on 
Economic growth, the fifth five- 
year Plan will take specific 
.measures in order to raise the 
. standard of living of the under¬ 
privileged sections of society. 

1 At the end of the session,Mr 
■jC. Subramaniam told corres¬ 
pondents that the war on 
\poverty did not imply whole¬ 
sale nationalisation. Me said 
\ that there would be no nation¬ 
alisation lor the sake of 
nationalisation. Full text of 
the Approach paper is given 
’ below :— 


The basic premise of our 
, live year Plans has been dc- 
! velopmcnt along socialist lines 
J to secure rapid economic grow- 
J Ih and expansion of emplov- 
; ment, reduction of disparities 
in income and wealth, preven- 

# tion of concentration of eco- 
*: nomic power, and creation of 
! the values and attitudes of a 

* free and equal society. 

In elaborating our strategy 
; of development in the earlier 
i Plan documents, we seem to 
; have assumed that a fast rate 
ol growth of national income 


will by itself create more and 
fuller employment and produce 
higher living standards for the 
poor. We also seem to have 
assumed that, for reduction of 
disparities in income and weal¬ 
th, the scope of redistributive 
policies is severely limited. 

Fxonomic development in 
the last two decades has re¬ 
sulted in an all-round increase 
in per capita income. The 
proportion of the poor, defined 
as those living below a basic 
minimum standard of con¬ 
sumption, has slightly come 
down. Yet the absolute num¬ 
ber of people below the poverty 
line today is just as large as 
it was two decades ago. And 
these people living in abject 
poverty constitute between two- 
fifths and one-half of all Indian 
citizens. Available projections 
suggest that if one were to rely 
on growth alone without dir¬ 
ectly tackling the problems of 
unemployment and income dis¬ 
tribution, it may take another 
30 to 50 years for the poorer 
sections of the people to reach 
the minimum consumption 
levels. It will neither be feasible 
nor desirable to contemplate a 
waiting period of anywhere 
near such a duration. 

assumed debate 

The assumed conflict bet¬ 
ween growth and social justice 
in earlier Plans has been pre¬ 
mised on arguments which 
assert that whatever surpluses 
can be mobilised from the 
richer classes are needed for 
investments primarily directed 
at raising the future rate of 
growth. There might have 
been some justification for this 
view in the initial years of 
planning. However, the eco¬ 
nomy now has reached a stage 
where larger availability of 
resources makes it possible to 
launch a direct attack on un¬ 


employment, underemploy¬ 
ment and poverty, and also 
assure adequate growth. 

There would seem to be a 
conspicuous element of histo¬ 
ric inevitability in a direct 
approach to reducing poverty 
becoming the main thrust of 
the fifth five year Plan. The 
Plan is being formulated by a 
government that has won a 
massive mandate from the peo¬ 
ple, both in the parliamentary 
elections of 1971 and the state 
elections of 1972, on the basis 
of a programme whose centre 
piece is ‘Garibi Hatao’. The 
homogeneity of the govern¬ 
ments in the Centre and most 
of the states during the formu¬ 
lation and early years of the 
fifth Plan is guaranteed. This 
should enable bold and imagi¬ 
native proposals being put 
through on the basis of an 
enlightened national consensus. 
Another element which lends 
support to a strategy of deve¬ 
lopment being directly ancho¬ 
red to the objective of removal 
of poverty in the ‘fifth Plan is 
the existence of some sustained 
thinking on the part of econo¬ 
mists in this country on this 
very problem in the last three 
years. 

double concept 

Poverty is both an absolute 
and a relative concept. When 
we talk about the elimination 
of poverty as a goal develop¬ 
ment, what we have in mind 
is not the relative concept but a 
definition of what could rea¬ 
sonably be considered as an 
absolute level of poverty. This 
poverty line has to be defined 
in terms of a minimum level 
of consumption. Available 
estimates show that at 1960-61 
prices, private consumption of 
Rs 20 per capita per mensum 
would be needed to assure a 
reasonable minimum level. In 
present day prices, these figures 
will have to be multiplied by a 
factor of about 1.86. At 
present over 220 million people 
are estimated to be living be¬ 
low this level. The size of the 
problem and absolute numbers 
vary from State to State. The 
urban poor, to a large extent, 
are an over-flow of the rural 
poor. The main attack will 
therefore have to be on rural 
poverty. A little less than half 
of the rural poor are landless 


labour and a little more than 
half are small and marginal 
farmers. The two categories 
overlap since small farmers 
also work as agricultural la¬ 
bour. 


II 

Employment Opportunities. 

The main causes of abject 
poverty are : 

(1) open unemployment; 

(2) under-employment; and 

(3) low resource base of a 
very large number of produ¬ 
cers in agriculture and service 
sectors. 

The elimination of abject 
poverty will not be attained as 
a corollary to a certain accele¬ 
ration in the rate of growth of 
the economy alone. In the 
fifth Plan, it will be necessary 
to launch a direct attack on the 
problems of unemployment, 
underemployment and mas¬ 
sive low-end poverty. The 
essential ingredient of this 
line of attack would have to be 
provision, of employment op¬ 
portunities on as large and 
wide a scale as necessary and 
to make this effort technically 
and administratively feasible. 

In order to improve their lot, 
the poor would have to have 
incomes. Incomes will accrue 
to them only if they have 
meaningful employment. How¬ 
ever, the generation of em¬ 
ployment (with low per capita 
incomes) by itself would not be 
enough to provide a minimum 
level of consumption for the 
poor unless prices of essential 
goods such as foodgrains in¬ 
cluding pulses, edible oils, stan¬ 
dard cloth, sugar and cooking 
fuels are stablised. Ensuring 
stable prices at a reasonable 
level for these basic elements 
of consumption must, there¬ 
fore, be one of the dominant 
objectives of the fifth Plan. 
Appropriate prices and distri¬ 
bution policies will be neces¬ 
sary for this purpose. 

Price stability in items of 
essential consumption can be 
ensured only if production po¬ 
licy is also oriented to in¬ 
creasing availabilities of these 
items. The pattern of invest¬ 
ment and the composition of 
output in the fifth Plan will 
specifically need to take into 
account this aspect, and the 
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nplicfltions forjadustnal po- 
cy to. achieve *8jw objectives 
ill have to b§ studied in 
.tail. Secoudly^tthe potential 
f science*and technology for 
icreasing production, locating 
ibstitutes and substituting im- 
?rts will have to be fully ex- 
ioited. At the same time 
iere will have to be a much 
ore determined restraint on 
essential consumption of the 
latively well-to-do classes 
ian in the past so that nat- 
nal resources are effectively 
obilised for priorities. A 
msumption policy of this 
nd will have to include an 
>proach towards wages, in- 
>mes and profits and its im- 
ications will also have to be 
udied. 

nximising production 

Our march towards a mini¬ 
um level of income for all 
n be concieved only on the 
isis of a programme of maxi- 
ising all possible avenues for 
oductive employment. Leav- 
g aside the question of em- 
oyment generation an ex¬ 
uded programme of social 
rvices in the fifth Plan (this 
dealt with separately in the 
tter part of this paper) em- 
oyment-inlcnsive heads of 
velopment would include : 

(1) minor irrigation; 

(2) soil conservation; 

(3) area development; 

(4) dairying and animal hus- 
ndry; 

(5) forestry; 

(6) fisheries; 

(7) ware-housing and mar- 
ting; 

(8) small scale industries 
;Iuding agro-industries; 

(9) roads; and 

(10) special programmes such 
the small farmers deve- 

>ment agencies, marginal 
mers and agricultural lab- 
r agencies, crash scheme 
* rural employment and 
ught prone areas pro- 
imme. 

rhe outlay on these heads 
development by the Centre 
1 the stales (including inst- 
ional finance) during fourth 
►n works to about Rs 3600 
3900 crorcs. The level of 
tlay on these employment- 
ensive programmes in the 
t year of the Plan would be 
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around Rs 107$ crores. The 
tempo of investment in these 
employment-intensive program¬ 
mes as well as on similar 
other programmes such as cons¬ 
truction activity, road trans¬ 
port and processing could be 
substantially stepped up in the 
fifth Plan. 

While the goal of the *Garibi 
Hatao' programme will have 
to be the provision of a gua¬ 
rantee of a minimum level of 
income from work hypothesis 
for the fifth Plan, however, 
should be to explore to what 
extent employment can be 
expanded by stretching admi¬ 
nistrative, institutional and 
financial efforts to the maxi¬ 
mum. Jn this context a number 
of questions arise. These are : 

(i) The maximum possible 
that can be provided in the 
rural areas in a way that the 
assets created increase produc¬ 
tivity and the welfare of the 
people; 

(ii) The maximum employ¬ 
ment that can be provided in 
urban areas in small scale in¬ 
dustries, trade and services; 

(iii) The extent to which the 
present institutional, administ¬ 
rative, technical and financial 
constraints on the expansion of 
productive employment can 
be removed; 

(iv) The extent to which the 
quantum of employment likely 
to be created will fall short of 
that needed to bring the poor 
up to the minimum levels; and 

(v) Any further measures to 
this end that will be necessary 
to this end. 

specific programmes 

The general programmes for 
expanding employment oppor¬ 
tunities will have to be supple¬ 
mented and co-ordinated with 
specific programmes to tackle 
tnc .problem of the educated 
unemployed. The special 
schemes that have been intro¬ 
duced during the fourth Plan 
are a recognition that the origi¬ 
nal programmes included in 
the Plan were inadequate for 
the purpose. In formulating 
the fifth Plan we shall have 
to bring these special pro¬ 
grammes into the Plan itself. 
Many of the programmes out¬ 
lined above for tacldingr ural 
unemployment and the pro¬ 


grammes for meeting basic 
minimum needs outlined in 
Section HI will provide 
employment to teachers, doc¬ 
tors, para-medical personnel, 
engineers, veterinarians, agro- 
mists and other educated un¬ 
employed. In addition, the 
programmes for surveys of na¬ 
tural resources and those in 
the field of science and techno¬ 
logy can substantially increase 
employment opportunities for 
the educated. 

principal causes 

Unemployment, under-em¬ 
ployment and low resource 
base of a multitude of produ¬ 
cers, particularly in agricul¬ 
ture, are the principal causes 
of poverty. An expanded pro¬ 
gramme of employment gene¬ 
ration will, therefore, have to 
be supplemented by redistri¬ 
buting the means of production 
in favour of the poor, in part 
by providing the self-employed 
with the wherewithal to achieve 
greater productivity from land 
and also through a programme 
of land redistribution and other 
transfers. Profiting from past 
experience, land policy deci¬ 
sions on the nature of the 
legislation and the processes 
of implementation will be 
necessary. The problem of an 
appropriate balance in the 
redistribution of available 
surpluses as between farmers 
with small holdings and landless 
labour is also an issue which 
will have to be faced. An 
assessment will have to he made 
during the current year of the 
impact of the envisaged land 
reform measures on the prob¬ 
lem of rural poverty. The 
employment programme for 
the rural areas will have to be 
so designed that it can meet 
the requirements of the small 
and marginal farmers and the 
landless labour after allowing 
for the effect of the land re¬ 
form measures as finally de¬ 
cided upon. 

We have to ensure a credit 
structure that provides money 
to the smallest farmer and is 
capable of recovering it from 
him. Further, in order to ex¬ 
pand employment opportu¬ 
nities for the rural landless 
labour to the maximum and to 
cut down the degree of under¬ 
employment from which the 
small and marginal farmers 


suffer at present, it will he 
necessary tp reorient and integ¬ 
rate various schemes of rural 
development (such as minor 
irrigation, soil conservation, 
area development, animal hus¬ 
bandry, forestry, fisheries, 
roads, and certain special pro- 
grames like SFDA and MFAL, 
Crach Scheme of Rural Em¬ 
ployment and Drought Prone 
Areas programmes) into a 
comprehensive programme of 
land consolidation, land and 
water development, drainage 
and other infra-structural acti¬ 
vities in the rural areas. 

Even if wc succeed in pro¬ 
ducing vast employment oppor¬ 
tunities for the poor, they 
will not be able, with their level 
of earnings, to buy for them- 
sclvc all the essential goods 
and services which constitute 
quality of life. The programme 
for providing larger employ¬ 
ment and incomes to the poorer 
sections of the population will, 
therefore, have to be supple¬ 
mented by a national plan for 
the provision of social, con¬ 
sumption in the form of educa¬ 
tion, health, nutrition, drink¬ 
ing water, housing, communi¬ 
cations and electricity up to a 
minimum standard. 

Ill 

As a natural first step, it is 
necessary to identify the items 
of public consumption that 
need to be included in the list 
of basic minimum needs and to 
lay down the minimum accept¬ 
able norms lor them. Taking 
into account the constraints, 
it would be necessary to work 
out a reasonable time-phasing 
for meeting these needs fully. 
Furthermore, it will also be 
necessary to work out (i) the 
order of financial outlays re¬ 
quired to fulfil the above com¬ 
mitments, (ii) the financial 
mechanism to ensure that these 
outlays constitute a prior 
charge on the national re¬ 
sources and (iii) the administ¬ 
rative innovtions that would 
ensure efficient implementation 
of the programme. 

The list of basic minimum 
needs will have to be short 
and self-evident so that realis¬ 
tic time-frames could be adop¬ 
ted. The following are sug¬ 
gested: 

(i) Elementary education for 
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cnuuren up to me age ot 14; 

(ii) Minimum public health 
facilities integrated with family 
planning and nutrition for 
children; 

(iii) Rural water supply; 

(iv) Home-sites for landless 
labour; 

(v) Rural road; 

(vi) Rural electrification; and 

(vii) Slum improvement in 
the larger towns. 

elementary education 

The Constitutional directive 
is that children upto the age of 
14 should be provided with 
free and compulsory education 
within a period of ten years of 
the commencement of the 
Constitution. That dale was 
passed in January I960. The 
likely enrolment at the end of 
the fourth Plan will be K4 per 
cent in the age-group 6-11 and 
40 per cent in the age-group 1I- 
14. Thercare wide regional dis¬ 
parities in aggregate enrolment 
particularly among girls. While 
it should be possible to cover 
fully boys in the age group- 
6-11 by 1975, the problem in 
regard to full enrolment of 
girls will pose special difficul¬ 
ties. The constrains arc most¬ 
ly social and non-availability 
of women teachers in adequate 
numbers. Special measures 
will therefore be called for 
tackling these difficulties and 
stepping up enrolment of girls 
to acceptable levels. In res¬ 
pect of age-group 11-14, while 
it may not he possible to go 
beyond overall coverage of 
50% by the end of the fifth 
Plan special efforts at accelera¬ 
ted encrolmcnt could achieve 
the target of 100 per cent in 
respect of boys in the 
early years of the sixth 
Plan. The problem being 
basic to our objective of creat¬ 
ing a socialistic society, special 
attention will be required for 
devising a set of measures that 
will improve enrolment and re¬ 
duce wastage at all levels. 

A primary school within 1.5 
Kins, and a middle school 
within five Kms. of each 
village appear to be an 
adequate geographical norm. 
At the same time, ex¬ 
penditure will have to be 
stepped up on items such as 
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tree text btipts and midday 
meals. Adpguate provision 
will have to bfttnade for school 
inspectors. I^trge expenditure 
will be necessary on the const¬ 
ruction of da$S'K>oms. This, 
incidentally, will also provide 
employment. Taking into 
account the condition in each 
state, detailed srate-wise plans 
will have to be drawn up cove¬ 
ring the manpower, financial 
and other requirements for the 
implementation of the pro¬ 
gramme by the target date. 

public health 

In regard to minimum public 
health facilities, generalised 
norms such as improvement in 
the doctor-population ratio or 
the bed-population ratio or per 
capita expenditure on health 
are not enough since the avail¬ 
ability of health facilities in 
rural vis-a-vis urban areas has 
continued to be extremely lop¬ 
sided. Instead, the norm will 
have to be related to adequate 
extension of medical care in 
the rural areas. The present 
standards is one public health 
centre for a block population 
of 80,000 to 100,000 supported 
by eight to 10 sub-ccntrcs, each 
serving a population of 10,(XX). 
Accepting this as the mini¬ 
mum, the programme should 
consist in filling up deficiencies 
in construction of buildings, 
of staff, equipment and drugs 
in a co-ordinated way. This 
may be a realistic target for the 
fifth Plan. Ultimately, the 
coverage of a sub-centrc will 
have to be reduced to a popu- 
lutionof 4,(XX) to 5,000. The em¬ 
phasis in rural health will have 
to be on prevention, family 
nutrition and detection of eai ly 
morbidity with adequate ar¬ 
rangements for referring seri¬ 
ous cases to an appropriate 
higher echelon such as the 
tchsil or the district Hospital. 
Such a multi-tier system cannot 
be built on a national scale 
on the basis of the present ex¬ 
pensive system of prolonged 
medical education. A new 
approach towards the raising 
of suitable medical and para¬ 
medical cadres for the lower 
tiers has to be worked out. It 
is necessary that health edu¬ 
cation should be woven into 
the general education system. 
In order to provide an ade¬ 
quate number of doctors for 


the fifth Plan programme and 
as advance preparation for a 
more intensive coverage later, 
it would be necessary to con¬ 
sider the revival of the three- 
year medical diploma. Indi¬ 
genous systems of medicine 
will also have to be utilised for 
the purpose. 

The Family Planning pro¬ 
gramme will need continued 
emphasis. Apart from the 
intensification of methods cur¬ 
rently adopted, rapid pro¬ 
gress will have to be made in 
integrating family planning 
with health and nutrition faci¬ 
lities. It is only in this man¬ 
ner that the concept of small 
families can be promoted on 
a durable basis among our 
people. 

As part of the minimum 
needs programme, it will be 
necessary to take care of preg¬ 
nant mothers and pre-school 
children so as to attack the 
problem of protein malnutri¬ 
tion at its root. The benefits 
of schooling can be safeguarded 
and the problems of wastage 
and stagnation tackled only if 
nutrition programmes arc com¬ 
menced right at this stage. Nut¬ 
rition facilities to pregnant 
mothers and young children 
will need the highest priority 
consistent with our ability to 
design an adequate delivery 
system. 

There is the need to take 
care of the old and the handi¬ 
capped who, being unemploy¬ 
able, cannot be brought into 
the mainstream of economic 
activity. Outlays will have to 
be enlarged, to the extent feasi¬ 
ble, on special programmes for 
this segment of the population. 

drinking water 

In the matter of drinking 
water supply it has been esti¬ 
mated that about 150,000 
villages out of a total of 567,000 
villages suffer from either scar¬ 
city and health hazards or spec- 
cial problems such as salinity, 
iron and flourides. In addi¬ 
tion, there are villages which 
do not have an adequate supply 
of drinking water or where the 
provision of water supply to- 
Harijans and backward classes 
is inadequate. Currently the 
states spend about Rs 40 crores 
annually on rural/waler supply. 
This provision has ben in- 
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creased by Rs 20 cjtores JJ 
1972-73, In this 

basic minimum by the 
end of the fifth Man, (tsfciay be 
necessary to step tip, expendi¬ 
ture to an average of Rs loo 
tcM 20 crores per annum. 

sites for homes 

Home sites for landless rural 
labour also fatl in the category 
of minimum needs. They are 
as important to them as em¬ 
ployment opportunities. A 
consideraly enlarged program-, 
me will have to be taken up in : 
the fifth Plan with a view to 
securing a substantial cover-; 
age of landless labour in all; 
the states. The need for land; 
reform of the kind referred to* 
earlier is further underlined byj 
the scope it would offer fori 
providing home sites to the 
landless. 

roads and electricity 

Roads and electricity iu 
rural areas have so far more 
or less been conceived as part 
of the productive infrastruc¬ 
ture; roads being primarily 
intended for marketing, and 
electrification for the energisa¬ 
tion of agricultural pump acts. 
It is expected that by the end 
of the fourth Plan about 40 
per cent of the rural popula¬ 
tion will have electricity. There 
are, however, very wide re¬ 
gional variations. The highly 
industrialised state of West 
Bengal for instance, has less 
than about 10 per cent of its 
rural population enjoying the 
benefits of power. Similarly, 
a large majority of villages do 
not have the facility of an all- 
weather road. The time has 
come to recognise that roads 
and electricity contribute to 
quality of life. It is necessary 
to aim at providing all-weather 
roads by the end of the fifth 
Plan to all villages above a 
minimum population size, say, 
1500 people. The strategy oi 
linking these villages will 
automatically attract feeder 
roads to them from villages 
with smaller populations and 
eventually cater to about 80 
per cent of the entire rural 
population. Similarly electri¬ 
city will have to be extended so 
that by the end of the fifth 
Plan, at least 30-40 per cent 
of the rural population receive 
this facility in all states. For 
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oth those Scms# planning will 
Jia ve to bo 6&m integrated 
basis. Village roads should be 
properly linked td district roads 
and plans for rural electrifica¬ 
tion will have to be on a minj- 
m um cost-maximum popula¬ 
tion converage basis, consis¬ 
tent with generation and trans¬ 
mission capacities. 

slum Improvement 

The long-term solution to 
urban poverty lies ini tackling 
the root of it—which is rural 
unemployment. In the interim, 
the living conditions of the 
poorest section of the popula¬ 
tion such as slum and pave¬ 
ment dwellers have to be 
brought up to some minimum 
standards. The approach to 
the problem of slums will have 
to consist in a mix of slum 
clearance and re-development 
7 iid environmental improve¬ 
ments. Acquisition of land 
will be necessary, subject to 
local conditions, for both types 
afschcncs. In 1972-73 a begin- 
ing has been made with a Rs 
20 crores scheme for slum 
:learance and rc-housing and 
ilum improvement in eleven 
;ities. These arc, Calcutta, 
Uombay, Delhi, Madras, Hyd- 
Jcrabad, Bangalore, Ahmeda- 
xid, Kanpur, Poona, Lucknow 
tnd Nagpur. In respect of the 
emaining areas, it will be 
leccssary to identify problem 
:ilies and devise suitable 
>rogrammcs of urban dcvc- 
opment for their improvement. 
?onsideri ng that many of our 
existing programmes have been 
Hunched, but recently, the 
urther experience we gain in 
he next two years should prove 
aluablc in designing an ap¬ 
propriate programme to cover 
nore cities. In the light of 
he above, the immediate 
programme for action will 
onsist; 

(1) States will be requested 
o prepare detailed district 
plans for ensuring full enrol- 
nent of all children up 
o age 11 during the fifth 
>lan and spell out the expendi¬ 
ng required on teachers, build- 
ngs, text-hooks, mid-day meals 
md special incentives for the 
nrolment of girls. In regard 
o the age group 11-14, states 
vill be requested to outline the 
rtaximum programmes for pos¬ 


sible enrolment by the end of 
the fifth, Plan the target being - 
to push up the enrolment 
percentage to a minimum of 
50percent in all states. 

(2) The implication of revi¬ 
ving the three year medi¬ 
cal diploma course will 
have to be examined in 
detail, states will be reques¬ 
ted to undertake detailed plan¬ 
ning for providing a primary 
health centre in each block 
with the full complement of 
sub-centres, adequate staff, 
equipment and drugs by the 
end of the fifth Plan. 

(3) states will be requested to 
draw up detailed plans for 
providing drinking water supply 
to all villages by the end of the 
fifth Plan. 

(4) states will be requested to 
estimate the financial require¬ 
ments of providing all-weather 
roads to villages with a popula¬ 
tion of 1500 or more. These 
plans will have to be ranked 
in order of priority, having 
regard to population, avail- 
ablity of main roads to which 
they can be linked and market¬ 
ing requirements, so that a 
phased programmes of road 
construction can be formulated. 

(5) The backward states will 
be requested to work out, 
consisted with generation capa¬ 
city, an economical programme 
for rural electrification which 
may cover up to 40 per cent of 
the population. 

(6) States will be requested to 
prcpaarc master plans for 
slum clearance and improve¬ 
ment in respect of towns with 
a population of five lakhs or 
more. 

(7) States will be requested to 
authorise expenditure for tech¬ 
nical investigations and pre¬ 
paration of suitable program¬ 
mes and projects reflecting the 
new approach. 

The minimum needs pro¬ 
gramme will naturally have to 
be based on the active involve¬ 
ment of all sections of the 
population. For the success 
of this programme, financial 
and administrative' decentral¬ 
isation will be necessary which 
will ensure public co-operative 
as well. 

Both in regard to the inten¬ 


sive employment programme 
and the basic minimum needs 
programme, the importance 
of implementation cannot be 
over-emphasised. There is 
need to avoid delays, leakage 
and waste. Part of the 
problem of implementation 
arises because programmes are 
not soundly conceived and 
properly structured. Co¬ 
ordination of the various 
schemes for rural employment 
and those for the benefit of 
small and marginal farmers 
and landless labour would en¬ 
sure a more effective and fruit¬ 
ful implementation. Secondly, 
there will have to be a consider¬ 
able decentralisation of plan¬ 
ing, decision-making and 
implementation. This would 
call for an affective system of 
multi-leval Planning. 

A very tentative estimate of 
the cost of the proposed 
needs programme is Rs 3000 
to Rs. 3500 crores for the five 
year period. The concept of a 
national programme designed 
to provide facilities in every 
state to satisfy the mini¬ 
mum norms entails that the 
necessary financial resources 
should be made available to 
each state in accordance with 
proven needs. To ensure 
effective utilisation of funds 
released for these programmes, 
the implementation capacity of 
each state will have to be ade¬ 
quately strengthened. Effective 
mechanisms to ensure both 
these objectives will have to 
be evolved. 

resource mobilisation 

The level of development 
outlays on employment-inten¬ 
sive programmes, enumerat¬ 
ed earlier, during the 
fourth Plan is anticipated at 
Rs 3600 to Rs 3900 crores. The 
outlhy on those and other em¬ 
ployment intensive program¬ 
mes indicated above, may 
have to be about twice as 
much in the fifth Plan. The 
National Plan for the provi¬ 
sion of basic minimum needs 
in education, public health, 
nutrition for pre-school child 
ren, drinking water supply, 
rural homesites, rural roads, 
rural electrification, and slum 
improvement and clearance in 
the larger towns may involve a 
further outlay of Rs 3000 to 


3500 crores during the Fifth 
Plan. It may be noted that 
these programmes are also 
labour intensives. These two 
sets of programmes will invol¬ 
ve an outlay of the order of 
Rs 10,500 to Rs 11,500 crores 
during the fifth Plan. While 
these estimates will have to be 
firmed up by detailed calcula¬ 
tions, nonthcless they are fairly 
indicative of the order of effort 
that could make a substantial 
impact on employment and on 
the progress towards the objec¬ 
tive of Garibi Hatao. 

small part 

It is needless to say that 
these programmes, while they 
afe very important from 
the point of view of social 
justice, would nevertheless be 
a comparatively small part of 
the total Plan. In order to 
ensure adequate development 
of agriculture, industry, trans¬ 
port and communications to 
support the above programmes 
and to safeguard sustained 
growth in the period beyond 
1978-79, the total leval of out¬ 
lay in the fifth Plan pariod 
would have to around twice 
the size of the fourth Plan. 
To firm up the content of the 
fifth Plan, profiles of invest¬ 
ment and output in different 
sectors will have to be worked 
out. In order to carry out 
these exercises in the proper 
context, it is essential to have 
a prior consensus about the 
orientation of the Plan towards 
the provision of larger employ¬ 
ment opportunities and basic 
minimum needs. Given this 
a consensus, the implications 
of different rates of growth of 
national production and the 
composition of imvestment 
and the implied efforts for res¬ 
ource mobilisation in the fifth 
Plan can be worked out in 
detail. In order to finance an 
outlay of the required order, 
it would seem necessary to 
raise Rs 6,000 to Rs 7,500 
crores by way of additional 
resource mobilisation. This 
would compare to the effort of 
about Rs 4000 crores under¬ 
taken during the fourth Plan 
period. The effort would 
call for the states raising 
around Rs 2500 crores, the 4 
Centre making up the balance. 
Besides, the efforts along con¬ 
ventional lines, major thrust 
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will have to be in the follow¬ 
ing directions : 

(1) Comprehensive direct tax 
reform to check evasion and 
avoidance of all kinds and to 
make the tax system elastic to 
income growth, and 

(2) To bring agricultural in¬ 
comes within the tax net. In 
this effort it may be necessary 
to go beyond the recommenda¬ 
tions of the Wanchoo Commit¬ 
tee. It is expected that the 
Raj Committcce would provide 
valuable suggestions in regard 
to taxation of agricultural in¬ 
comes. The remaining two 
years of the fourth Plan must 
be utilised to push through 
this comprehensive lax reform. 

The- resource mobilisation 
effort will have to take into 
account the need for mop¬ 
ping up surpluses arising from 
existing wealth. Large un¬ 
earned incomes accrue in the 
urban areas from property and 
from transactions relating to 
land. The recent constitu¬ 
tional amendments have cleared 
the deck for an approach orien¬ 
ted to changing property re¬ 
lationships, both in urban and 
rural areas . Reforms in the 
tax system will have to take 
fully into account the redistri¬ 
butive aspects and ensure that 
a significant proportion of 
wealth as well as income arising 
from wealth is channeled into 
public resources. 

self reliance 

The profile of balance of 
payments, the size and pattern 
of investment in the fifth Plan 
and quantum of domestic 
resource mobilisation are inter¬ 
linked. It is, therefore, ncces- 
sury to clarify the approach to 
self-reliance at this initial stage 
of the fifth Plan exercises. 

The objective of self-reliance 
within a definite limc-schcdule 
was formulated for the first 
time in the third Plan in the 
following terms; 

‘The balance of payments 
difficulties the country is 
facing are, it must be stres¬ 
sed* not short-term or tem¬ 
porary; they will continue 
for several years to come. 
The external assistance is 
essential for this period, but 
the aim must be to make the 
economy more and more 
self-reliant, so that it is able 


to support^within a period 
of 10 or Ildars and adequa¬ 
te scale of Sinvestmcnt from 
its own production and sav¬ 
ings, Normal inflow of fore¬ 
ign capital may continue but 
reliance on special forms of 
external assistance has to be 
reduced, progressively and 
and eliminated. The third 
Plan represents a very crucial 
stage in this process.” 

While the third Plan gave 
an indicative schedule of 10 
or 12 years from 1961 from the 
termination of aid, the fourth 
Plan adopted a more concrete 
policy objective which was defi¬ 
ned as follows: 

“..reducing foreign aid net 
of the debt servicing (inclu¬ 
sive of interest payment) to 
half of the current level by 
the end of the fourth Plan 
and to eliminate it altoge¬ 
ther as speedily as possible 
thereafter.” 

projections for 1980-81 

In the chapter, ‘‘Long-term 
Perspective of Development” 
in the fourth Plan document, 
there is also a projection for 
1980-81. This shows that 
on certain assumptions regar¬ 
ding the growth of exports, 
the foreign exchange resources 
generated would be adequate 
to meet import requirements 
as well as interest obligations 
on foreign debt. The position 
anticipated for 1980-81 was 
a projection based on certain 
assumptions and was neither 
meant to be nor presented as 
an objective. 

Net aid in 1965-66, the last 
year of the third Plan, was 
Rs70l erores including food aid 
and Rs 472 crorcs excluding 
food aid. The corresponding 
figures for 1971-72 arc esti¬ 
mated as Rs 328 erores and 
Rs 202 crorcs respectively. 
With continued restriction of 
imports and promotion of 
exports, it will be possible to 
do even better than the fourth 
Plan objective of reducing 
net aid in 1973-74 to half the 
level in 1965-66. 

The balance of payments' 
gap during the fifth Plan 
period and in the last 
year of the Plan can be 
worked out only on the basis 
of certain detailed assump¬ 
tions. These include growth 


rates in the commodity produc¬ 
ing sectors, size ana content 
of the investment programme, 
rates of utilisation of existing 
capacities, availabilities from 
capacities under construction, 
likely performance of exports 
taking into account also the 
exogenous factors pertaining 
to the world markets, trends in 
invisibles, and so forth. This 
kind of projection has to be 
consistent with the rest of the 
Plan and can therefore be 
firmed up only as an integral 
part of Plan formulation, 
secondly, the projection cannot 
be a static extrapolation of 
present ttends and policies but 
will have fully to take into 
account the feasible policy 
changes in regard to exports, 
invisibles such as shipping, 
tourism and remittances, im¬ 
port substitution, accent in 
investment policy for stimu¬ 
lating new capacity in criti¬ 
cal sectors, and the like. 

In view of the paramount 
need to achieve by the and of 
the fifth Plan, self-reliance 
in the sense of zero net conces¬ 
sional aid, the magnitude and 
kind of effort required on the 
different aspects relevcnt to 
the balance of payments will 
need to be carefully worked out. 
It will be necessary to examine 
the policy, organisation and 
resource mobilisation implica¬ 
tions of this objective. It 
is only on the basis of such a 
thorough exercise that it will be 
possible to say whether the zero 
net aid position can be achiev¬ 
ed without too great a cost 
in terms of growth and, if 
not, in what ways the invest¬ 
ment pattern needs to he adjust- 
ted to fulfil the objective. In 
other words, it is suggested 
that, to start with the exercises 
connected with the fifth Plan 
may proceed on the basis of zero 
net aid position by 1978-79. The 
objective of bringing down net 
aid to zero implies that gross 
aid will be required only to the 
extent of repayments, of prin¬ 
cipal and interest. To the 
extent that dcbL rescheduling is 
available, the requirements of 
other gross aid can be reduced. 
Where debt repayments have 
to he met from free foreign 
exchange, debt relief is in fact 
equivalent to united aid. For 
these reasons, it is necessary to 
emphasise debt relief more and 


mote at a referred fbtm of 
assistance. 

, The time schedule for the 
formulation of the fifth Flan ; s 
given in Appendix. The fifth 
Plan document will be finalised 
by March 31, 1974. 

APPENDIX 

Time Schedule for the fifth 
five year Plan 

The following time schedule 
for the preparation of the fifth' 
Plans has been drawn up so as 
to finalise the document at the 
latest by March 31,1974, that 
is by the beginning of the fifth 
Plan period: 

30-9-72: Preparation of an 
Approach Paper on dimensional 
hypotheses for the fifth Plan, 
the policy and resource-fdomcs- 
ticand foreign exchange) impli¬ 
cations of alternative rates of 
growth (macro and sectoral) 
and of other objectives such as 
employment, income distribu¬ 
tion, regional balance, satisfac¬ 
tion of basic mimimum needs, 
self-reliance. 

15-10-72: Considertion of 
the Approach Paper by the 
Planning Commission and ap¬ 
proval of guidelines for (a) 
preparation of a Draft Outline 
of the fifth five year Plan and 
(b) size and content of state 
plans. 

30-4-73: First version of 
Draft Outline. 

15-5-73: Consideration of 
Draft Outline, by Planning 
Commission. 

1-6-73 Consideration of Draft 
Outline by the National Deve¬ 
lopment Council. 

30-6-73: Publication of final 
version of Draft Out line after 
incorporating the views of the 
National Development Council. 

30- 1-74: Preparation of Draft 
Outline document after discus¬ 
sions with ministries and states 
and after bringing the resources 
estimates up to date. 

15-2-74: Consideration and 
approval of Draft Fifth Platt by 
the Commission and by the 
Cabinet. 

28-2-74: Consideration and 
approval by the National Deve¬ 
lopment council. 

31- 3-74: Publication of the 
Fifth Plan. 
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Government by 
Dishonesty 


We are surprised that many news* 
papers have expressed surmise at the 
Finance Ministry’s recent effort at stage* 
managing a meeting of economists so 
as to pave the way for the government 
;the Wanchoo Committee’s recommendation in favour of a reduction in the rate 
iftax. It was evident from the beginning that the government was not going to play 
air. In the wake of the last central budget, this journal wrote: 

“_theWanchoo Committee’s main recommendation that rates of in¬ 

come-tax should be moderated to more reasonable levels is unlikely to be accepted 
by the government which is now ruling in New Delhi. If the possibilities were 
otherwise, the Finance Minister, while presenting the central budget recently, 
could at least have said that the government accepted in principle the proposition 
that existing rates of direct taxation needed to be reconsidered. Mr Chavan, of 
course, said no such thing. In the absence of even this broad commitment on 
the part of the government to honour the spirit of the Wanchoo Committee’s 
report, Mr Chavan’s announcement of the government’s intention to reorganize 
tax legislation in the light of that report must definitely constitute a threat of fur¬ 
ther accentuation of the punitive and penal fiscal approaches of the government. 
In other words what seems probable is that the government will exploit for its own 
purposes such proposals of the Wanchoo Committee as are calculated to aggravate 
the hardiness of the enforcement of the tax laws. Additionally, it is also more 
than likely that the government would cast its covetous eye on such suggestions 
of the Wanchoo Committee as a recurring capital levy on companies. In sum, 
then, the net result of the Wanchoo Committee's report is likely to be the further 
hardening and sharpening of the tax laws accompanied by new imposts in the 
field of direct taxes. 

“Such of us as may be naive enough to nurse other expectations will do well 
to consider certain relevant points. It must be easy to appreciate, for instance, that 
the government cannot give up the confiscatory rates of direct taxation unless it 
is prepared to abandon also its commitment to impose effective ceilings on 
incomes or wealth. While it may be doubtful whether such ceilings will be actually 
fixed and implemented, it is obviously the case that the regular mouthing 
of the related slogans has an obvious demagogic utility which the political party 
in office or even some of the political parties out of office are most reluctant to deny 
themselves. Then, again, as the Wanchoo Committee has pointed out, the con¬ 
fiscatory rates of direct taxation apart, the administrative controls on the economy 
particularly the permit-licence raj, have been a potent breeder of black money. 
The committee has recognised and recorded the truth that the government’s 
control over industry and commerce must be very considerably curtailed if the 
scope for black money is to be significantly narrowed. The government of course 
has known this truth even without the benefit of this advice, but, as in the case of 
the confiscatory rates of direct taxation, the government is most unlikely to act on 
the logic of this linkage of controls and black money because controls have become 
a part of the literature and oratory of its demagogic approach to politics and partly 
because these controls are immensely helpful to the machinery of the politics of 
power. In these circumstances, so far as the government currently in power 
is concerned, it is altogether unlikely that there will be any material reversal of the 
fiscal policies which have been steadily shaped into the prevalent design of confis¬ 
catory direct taxation as a part of a deliberate effort by the ruling party to create 
in the country a political climate which is conducive to that party acquiring and 
maintaining a zamindart of political influence and authority over the mass mind.’’ 
(ct Eastern Economist, March 31,1972, p. 505). 

It follows that this journal cannot have a quarrel with the Finance Minister for 
acting as it knew he would. At the same time it is entitled to rebuke the government 
for having been mean and dishonest about it. This farce of consulting economists on 
an issue on which a political decision has already been arrived at is a fraud on the public. 
Boasting as it does in season and out of season of its massive mandate from the electo¬ 
rate, New Delhi, surely, should have had the guts to shout openly ‘To hell with the 
Wanchoo Committee’s advice. We will do exactly what suits us’’. 
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Fuel policy for 
the seventies 

In the absence of the complete details of 
the interim report of the Fuel Policy Com¬ 
mittee (FPC), which the union govern¬ 
ment has preferred to keep back from 
the public view at least for the time being, 
it is difficult to appreciate the rationale of 
the committee's assessment of the country's 
requirements of the various types of fuel 
in 1978-79 — the end of the fifth Plan 
period — and in 1980-81, as also of some 
of its suggestions. Taking the overall 
growth in the economy at 6.2 per cent 
per annum, as assumed in the Perspective 
Plan, the FPC, according to the brief 
summary of its interim report, which was 
released to the press a few days ago, has 
estimated that the demand for coal (ex¬ 
cluding that used in power generation) 
would go up to 108 million tonnes in 
1978-79 and 125 million tonnes in 1980-81. 
The estimated requirements of oil for fuel 
purposes are put at 27.2 million tonnes in 
1978-79 and 31.7 million tonnes in 1980- 
8 t and those of electricity at 125 billion 
kwh and 150 billion kwh, respectively. 
Including the coal used in the generation 
of power, the total requirements of coal 
in 1978-79 are estimated around 165 mil¬ 
lion tonnes. The aggregate demand for 
oil products, including those used in ferti¬ 
lizer manufacture and other sectors, is 
anticipated in the terminal year of the 
fifth Plan at about 34 million tonnes. 
The total generation of electricity re¬ 
quired to meet the 1978-79 demand of 
125 billion kwh is envisaged around 
156 million kwh. This will need an instal¬ 
led power generation capacity between 
37 and 40 million kw. 

These estimates are at variance with 
(hose of the concerned ministries which 
too take into consideration the calcula¬ 
tions in the perspective Plan. The preli¬ 
minary proposals for power development 
during the filth Plan period, which have 
been recently drawn up by the union 
Ministry of Irrigation and Power, for ins¬ 
tance, suggest that the installed generation 
capacity will have to be raised by 1978-79 
to as much as 41.5 million kw and not to 
only 37 to 40 million kw, as envisaged by 
FPC. In the case of oil, similarly, a com¬ 
mittee of officials of the union Ministry 
of Petroleum and Chemicals worked out 
about two years ago the requirements at 
34.1 million tonnes in 1975 itself. Later 
on, towards the close of last year, the de¬ 
mand for petroleum products in 1975, 
however, was estimated by the Ministry 
at about 32.8 million tonnes on the basis 
of macro-economic indicators and bet- 
wen 31.9 and 32 3 million tonnes on the 
basis of sectorial targets. Even if the lowest 
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pe Prime Minister is 

las a fountain which feeds on 
own waters. Her ideas being 
strictly limited, her arguments are 
necessarily repetitive. Her party and 
her government having decided 
for reasons of their own to disci¬ 
pline the press, she has been strain¬ 
ing her capacity for logical discussion 
in her attempt to invent more and more 
justification. Last month, speaking at 
the golden jubilee celebrations of the 
Anarula Bazar Patrlka in Calcutta. 
Mrs Gandhi, for a change, trained her 
guns on the editors of newspapers in¬ 
stead of the proprietors. She accused 
the present generation of editors of 
having fallen from both the high pro¬ 
fessional and even more elevated patrio¬ 
tic standards set by the eminent jour¬ 
nalists of the era of the nation’s free¬ 
dom struggle. She suggested that the 
editors of today had sold their souls 
not indeed for a mess of pottage but 
for a fat packet of pay and perks. As 


. history. I do net suggest 
Gandhi is at fault in pointing to.ihe 
venality of |he journalist profession as 
it is now betpg practised. But I' would 
certainly ask her to consider the possi¬ 
bility that today’s politicians may be 
getting the press they deserve. When 
the pot calls the kettle black, the kettle 
is entitled to be amused. 


The Prime Minister virtuously 

declared that newspapers should not be 
house magazines for big business. 
The phraseology is significant, since 
the National Herald has often bent des¬ 
cribed as her house magazine. Thera 
are house magazines and house maga¬ 
zines and some of the newspapers have 
been accused of either drawing their 
capital from the industrial units of big 
business houses or investing their own 
earnings in such undertakings. There 
are again other newspapers whose 
financial affairs are of a different cate¬ 
gory. They apparently are blessed with 


WITHOUT 

CHARITY 


she put it, there is no longer to be seen 
the reforming zeal of the best journalist 
of olden days. Increasing prosperity, 
Mrs Gandhi observed, has taken the 
present-day editors further away Irom 
the people. 

I wonder whether it has struck 

her that the charges she makes against 
present-day editors or other journalists 
arc on the very same lines as the charges 
levelled by journalists, as welt as a much 
larger public, against the politicians or 
today. Surely it cannot have failed to 
reach the cars of the Prime Minister 
that she and her tribe of politicians are 
also generally held to have betrayed the 
values and standards of the politicians 
of an earlier generation. It was said 
of Gandhiji that out of dust he made 
us men. What he achieved thus lasted 
long enough for Jawaharlal Nehru to 
be able to serve the people reasonably 
well and truly up to the middle years 
of his long prime ministership. By that 
time, however, he had managed to ex¬ 
haust his legacy and the rest is recent 


powerful patrons who could collect 
funds for them through political black¬ 
mail. Even so their financial viability 
does not prove to have been automati¬ 
cally ensured. In fact they even find it 
difficult to comply with provident fund 
obligations. Only, their lapses are apt 
to be treated with a certain maternal 
indulgence. Mr Khadilkar at any rate 
is hardly likely to address to them the 
menacing admonitions which he so freely 
lavishes on defaulters less privileged. 

The Prime Minister again 

complained that the press was 
unduly interested in ‘narrower poli¬ 
tics'. Her officials, it seems, told 
her that “in the last few weeks 
ten times more questions were put 
to them on the so-called impending 
cabinet reshuffle than about economic 
policy”. What her officials dare not tell 
her, of course, is that this state of affairs 
is mainly to be blamed on the fact that 
she has made this government such a 
grossly persona] one. As a result, po¬ 
licies do not matter any longer except 
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as creates** bf|*rsOBaN«party ftthb- 
cal infereet. Mis Gandhi's offidalshave 
evidently been telling her what it 
pleases her to hear. If journalists do not 
ask her officials about economic poli¬ 
cies* can it not be that behind her back, 
officialdom is apt to be cynical if not 
sarcastic about the government's eco¬ 
nomic policy or the lack of it? In any 
case, does the Prime Minister really 
mean to argue that, under her dis¬ 
pensation, politics is all that distinct 
from policy? 

There is, however, one obser¬ 
vation of the Prime Minister with which 
I am more in agreement than dis¬ 
agreement. At Calcutta, she said that 
today’s editors and. journalists “are 
more anxious to be heard and to give 
advice to the legislature and govern¬ 
ment rather than to find out and report 
trends in different phases of activity”. 

While it is almost an univer¬ 
sal weakness of the journalist profession 
the world over for editors to desire to 
be considered the confidantes of presi¬ 
dents or prime ministers, some of our 
editors have certainly been essaying the 
role of part-time politicians to an ex¬ 
tent which has done neither them nor 
their newspapers any good. Recalling 
my days in The Hindustan Times, I am 
reminded of a certain editor who used 
to meet Mr Morarji Desai every Sun¬ 
day afternoon when the latter was the 
Finance Minister in a Nehru cabinet. 
When this editor returned from these 
meetings I used to ask him mainly for 
the sake of polite conversation, what he 
had been talking about with Mr Desai. 
The information I invariably got was 
that, besides being told to reconsider 
his views on Prohibition, Mr Desai 
had also been advised to assert himself 
against Mr Krishna Menon who was 
then Defence Minister or even to orga¬ 
nize himself and his followers for an 
attempt to topple Nehru. I must add 
in fairness to Mr Desai that I would 
also be informed that Mr Desai was 
too timid or thick-headed to respond 
properly to the advice to stage a coup. 

Before I leave this topic, I 

would suggest to the Prime Minister 
that there is an easy way of legitimiz¬ 
ing politicking by journalists. This, 
obviously, is to make everyone of them 
a member of parliament or decorate 
each of them with a 'Padma sri\ The 
process, after all, has been started. 

TOUCHSTONE 
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is taken into consideration, the aggregate 
requirements of petroleum products in 
1978-79 should considerably exceed the 
FPC’s estimate. In fact, the Malaviya 
Committee, which has recontly reported on 
the functioning of the Oil and Natural 
Gas Commission (ONGC) refers to some 
estimates according to which the require¬ 
ments of crude oil by 1980 would go up 
to 45 million tonnes — 42-43 million ton¬ 
nes of petroleum products. As regards 
coal, the assessment of the FPC apparently 
should not hold good if the power genera¬ 
tion capacity has to be augmented to a 
level higher than what has been sugges¬ 
ted by it. 

■In view of the snail’s pace increase in 
the domestic production of crude oil and 
the recent sharp uptrend in the world prices 
of this source of fuel, which is likely to 
persist during the current decade, the 
conclusion of the FPC that much greater 
reliance than hitherto will have to be 
put on coal as a source of fuel, apparen¬ 
tly, is not unwarranted. We have vast 
resources of this commodity which can 
be tapped expeditously, provided, of 
course, a rational pricing policy is adop¬ 
ted for the development of the coal in¬ 
dustry. The committee's suggestions for 
the setting up of town gas plants for cater¬ 
ing to the domestic fuel requirements of 
the big cities, with population of 10 mil¬ 
lion or above, and increasing the pro¬ 
duction of the solid smokeless domestic 
fuel too are quite eminent; their adoption 
should help in discouraging the use of 
firewood, dung-cake and kerosene as fuel. 
Its plea for the development of additional 
production of medium coking coal and 
its use in steel plants, similarly, is based 
on sound premises as ouc resources of 
prime coking coal are quite limited. 

Two other recommendations of the 
FPC, namely, the stepping up of the use 
of coal for the manufacture of fertilizer 
and discouraging of the dieselisation of 
railways, however, have obvious limita¬ 
tions. No doubt, two coal-based fertilizer 
plants are currently under implementation 
and a couple of other such units also have 
been proposed, but it remains as yet 
to be conclusively proved that the high 
initial cost of these plants, despite an ele¬ 
ment of hidden subsidy in it, will not 
make them .uncompetitive with those 
based on petroleum as feedstock. The 
large-scale electrification of railways, 
again, is not possible, as according to cur¬ 
rent thinking, the high capital cost of 
electrification is justified only on sections 
which have a traffic of about seven million 
tonnes per annum. On routes on which 
traffic cannot be expected to reach this 
level soon after electrification, dieselisa¬ 
tion is a must for reducing congestion and 
expediting movement. 

The FPC rightly emphasises the need for 


Atomic power projects, which are currently 
under implementation in Rajasthan and 
Tamil Nadu. In the areas far removed 
from the main coal supply sources in the 
country, where hydel power too cannot be 
produced in abudance, atomic energy, 
obviously, will have to play a crucial 
role in meeting the growing fuel require¬ 
ments. As the FPC has stressed, there is 
also need for an advance investment in 
nuclear power projects for getting the 
maximum benefit out of the fast breeder 
reactor technology. The difficulties of 
hauling huge quantities of coal to these 
far flung areas is an additional argu¬ 
ment in favour of planning the develop¬ 
ment of nuclear stations on a substantial 
scale. 

In the circumstances in which we are 
placed at present, there is admittedly no 
alternative to reducing the consumption 
of petroleum products in the country. But 
care has to be taken that this policy is not 
pursued to absurd limits. Mere curtail¬ 
ment of the demand for petroleum pro¬ 
ducts, through indiscriminately raising 
their prices by stepping up excise duties 
or substituting coal in the case of fertili¬ 
zer manufacture and by electricity in rail¬ 
way traction, apparently is not going to 
solve the problems on the oil front. What 
is needed is the acceleration of oil explo¬ 
ration in the country. 

Whether one agrees or does not agree 
with the Malaviya Committee’s diagnosis 
that the present unsatisfactory state of 
affairs on the oil exploration front is due 
to the lack of faith that developed in the 
ONGC and those in authority in the cent¬ 
ral government in the second half of the 
last decade, there can be no denying the 
fact that the pace of oil exploration in the 
country during the last seven or eight years 
has not thrown up new substantial reser¬ 
ves of crude. Known crude resources are 
confined to upper Assam and Gujarat 
where oil had been found by the early 
sixties. 

The main reason for this is not the so- 
called “lack of faith” in the oil potential 
of the country, but the ideological over¬ 
tones of the government’s oil policy. Over 
the years, under pressure from the leftist 
lobby, to which Mr K.D. Malaviya him¬ 
self belongs, the oil policy of the govern¬ 
ment has become more and more inflexi¬ 
ble. The inordinate delay in the explora¬ 
tion of Bombay High — the most pro¬ 
mising oil-bearing area identified in the 
country so far — can be directly attri¬ 
buted to this fact. Had the Tennico pro¬ 
posal, which went up to the union cabi¬ 
net for approval nearly five years ago 
been accepted, this promising offshore 
oilfield would have been in operation by 
now, The other instances of the cavalier 
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fashion in which oil matters have been 
considered by the government in the re- 
cent past are (i) the delayed sanction of 
foreign exchange for the import of so¬ 
phisticated equipment for extra deep 
drilling; (ii) the unduly prolonged con¬ 
sideration of the question of setting up 
a refinery in the north-west region of the 
country; and (iii) the ad hoc arrangement 
for the last over two years in regard to 
the chairmanship of the ONGC. There 
have also been loo frequent changes in 
the headship of the union Ministry of 
Petroleum and Chemicals. The ministry 
at present does not have even a whole- 
time minister. After Dr Triguna Sen, it 
was headed only by a minister of state. 

The recent announcement by the Minis- 
try of Petroleum that the output of crude 
oil from the known reserves of the ONGC 
would «be raised from slightly over 3.5 
million tonnes per annum currently to 
eight million tonnes a year by 1978 and 
further to 13 million tonnes annually by 
1983 should help in containing the crude 
oil import bill to some extent. But this 
is no substitute for intensifying the search 
for oil both on land and off-shore if the 
long-term interests of the economy are 
not to be jeopardised. 

The Malaviya Committee has made 
several suggestions for stepping up the oil 
exploration programme. The most im¬ 
portant among these obviously are : (i) 
a radical change should be effected in the 
policy-making machinery as well as ad¬ 
ministrative set-up in respect of search for 
oil; (ii) exploration efforts should not 
only be to discover oil accumulations, but 
also to establish that a sedimentary basin 
or its part had no commercially exploit¬ 
able oil potential; and (iii) serious thought 
should be given to securing exploration 
concessions abroad. 

As for the administrative and policy¬ 
making set-up, the Malaviya Committee 
desires that the Prime Minister herself 
should head the Petroleum Ministry so 
that adequate dynamism is imparted to 
the oil exploration programme. In a 
country where the pressing problems are 
not one or two but many, it is naive to ex¬ 
pect the Prime Minister to start looking 
after each and every problem. The Prime 
Minister herself holding the portfolio of 
petroleum, thus, is not necessary. Did, 
one may ask, the Prime Minister head the 
Ministry of Agriculture when the Green 
Revolution was ushered in? The formation 
of a cabinet sub-committee and the 
creation of a special department in the 
composite Ministry of Petroleum for 
looking after oil exploration should serve 
the purpose. But what is more impor¬ 
tant is that one single agency for field work 
cannot be anticipated to yield the results 
expected in oil exploration. The sugges- 


tloitftf the Malaviya Committee thatthere 
tiAtbe two public sector oil explorer* in 
thtfpwmtry — one for the more difficult 
areitJft ai| d the other for the compa¬ 
rably easier ones — and a third one 
for'nndertaking exploration jobs abroad 
reiterates the above contention. A single 
agency to undertake the entire explora¬ 
tion work, apparently, will become un¬ 
wieldy. It will also become red-tape rid¬ 
den. 

The objective that exploration efforts 
should not only be for discovering oil 
accumulations but also for establishing 
that a sedimentary basin or its part has 
no commercially exploitable oil potential 
is all right in the ultimate analysis. But, 
today, when our resources, both financial 
and technical, are not too abundant and 
even several promising areas are yet to be 
fully explored, is it advisable that efforts 
should be unnecessarily disfused over 
wide areas? The more promising areas ob¬ 
viously have to be accorded priority. The 
recommendation of the committee that 
top-ranking experts should be invited for 
a second opinion on the prospects of in¬ 
dividual basins, of course, is quite whole¬ 
some. 

In so far as the securing of exploration 
concessions abroad is concerned, the Mal- 
viya Panel’s stress on this aspect needs to 
be fully endorsed. It is a pity that offers 
for oil exploration abroad in partnerthip 
with foreign explorers, particularly the 
Burmah Oil Company, which shares on a 
50:50 basis the ownership of the only other 
oil exploration agency in the country — 
Oil India — were not grasped by the go- 


Undcr the present atmosphere of labour ferment, 
the national labour policy will surely be judged 
by what the Government does to maintain indust¬ 
rial peace. In this sphere, Government has ulready 
taken a bold step by cnucting the Central indust¬ 
rial Disputes Act, while a Bill for the compulsory 
recognition of trade unions is on the legislative 
anvil. Though the machinery set up for the settle¬ 
ment of industrial disputes is important in itself, 
more importance is to be attached to the measures 
taken by the Government to lay the foundations 
of industrial harmony. The establishment of 
national tri-partjtc committees for major industries 


vetnment, in Oil XndiaYcue, the gkw 
decuion-nukmgfc Mid to liintft bteg'.res- 
ponsible for the opportunity being tost* 

Self-reliance^ in fuel does not imply 
total dependence on domestic resources 
irrespective of the costs involved. Techno, 
logical and economic considerations also 
have to be given due weight in finalising 
a rational ifuel policy. Let not governmen¬ 
tal failures on the oil front prejudice its 
thinking .on the fuel plan. The stress put 
by the FPC on maximising the production 
of middle distillates through the hydro¬ 
cracking of heavier fractions of oil, in¬ 
cidentally, is quite judicious, for the im¬ 
port of middle distillates involves a much 
larger expenditure than the import of 
crude or furnace oil. 

Fuller comment on the interim report 
of the FPC must await its release, for the 
official summary is lacking in crucial de¬ 
tails. May it be hoped that the release of 
the full interim report witl not be unduly 
delayed ? The evolving of a fuel policy is 
a subject which deserves a national de¬ 
bate. Fuel policy is of vital importance for 
the drawing up of the developmental pro¬ 
grammes in agriculture, transport and in¬ 
dustry. The industrial consumers in parti¬ 
cular should have a clear idea of the 
availability of fuel and its sources so that 
their manufacturing programmes can be 
chalked out judiciously. Power shortages 
are a headache at present; they ought 
to be ended. It will be a step in the right 
direction if, in the fuel field, we plan at 
least for marginal surpluses rather than 
reconcile ourselves to growing shortages 
as has been the case hitherto. 


and the organisation of works committees, it is 
expected, will go a long way towards minimising 
the causes of industrial conflict. On one point, 
however, Government policy is not clear. It is not 
known what types of political activities Govern¬ 
ment will allow healthy trade unions to perform. 
Time and again, Members of Government have 
complaincd.that workers are being made ‘powers 
in politics', yet recently some of them publicly 
blessed the formation of an new trade union 
organization with pronounced sympathies for a 
particular political party. This is not to be under, 
stood ss a criticism of t lie formation of new body. 
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Money to 

spare 

rHB details made available by the Re* 
erve Bank of India about expansion of 
rcdit in the 1971-72 busy season for meet- 
ng the needs of industry and trade and 
or financing procurement operations 
joarty indicate that the earlier calcula- 
ions about an increase in demand for 
unds which will be nearly equal to the 
resh growth in deposits have not materia- 
ised. In November last year, it was anti- 
;ipated that there would be an increase 
n deposits of the scheduled commercial 
ranks by Rs 530 crores and in advances 
:o the extent of Rs 480-500 crores. 

[t was presumed that procurement opera¬ 
tions of the Food Corporation and other 
agencies would require Rs 120 crores 
against Rs 70 crores in the 1970-71 busy 
season. It was also stipulated that there 
should be no excessive reliance on re¬ 
finance facilities provided by the central 
banking institution and the level of bor¬ 
rowing should not in any case exceed 
Rs 191 crores at the end of April 1972. 

The actual developments however have 
come about in an entirely different man¬ 
ner. The growth in deposits in the six 
months ended April 28, 1972 was quite 
impressive at Rs 590 crores exceeding the 
target by Rs 60 crores. It is also note¬ 
worthy that there was an increase of Rs 
158 crores as compared to the growth in 
the corresponding period in 1970-71. On 
the other hand, the net increase in ad¬ 
vances was only Rs 351 crores against Rs 
394 crores in the previous season and near¬ 
ly Rs 150 crores below the assumed level. 
Even excluding procurement operations, 
the demand for credit was not such as to 
be unmanageable. There was no doubt 
a bigger rise by Rs 425 crores against 
Rs 325 crores in 1970-71, about Rs 45 
crores more than the earlier estimate. 
This order of expansion was necessitated 
by larger imports, a bigger cotton crop 
and other factors. The net increase in 
advances however was only Rs 351 crores 
representing a drop of Rs 43 crores over 
the earlier season in the face of a bigger 
rise in deposits. 

The reduced pressure on the banking 
system was of course due to the large 
sales effected by the Food Corporation 
to keep down wheat prices. There should 
have also been a sizable reduction in 
stocks of rice and wheat on account of 
heavy despatches to Bangladesh. The 
Food Corporation must have been paid 
by the central government against these 
deliveries which were made as an outright 
grant by the latter. There was thus a net 
contraction in procurement credit by Rs 


fo crores against a net expansion of Its 
70 orores. It was not necessary therefore 
to borrow heavily at any stage especially 
as even the seasonal increase in sugar 
stocks was not on the anticipated scale 
because of lower production and larger 
monthly releases. In the event, there was a 
net decline in borrowings by Rs four crores 
at the end of the season instead of the anti¬ 
cipated sizable rise and against the reliance 
of member banks on the lender of the last 
resort for an additional amount of Rs 
81 crores in 1970-71. Investments thus rose 
substantially by Rs 147 crores against only 
Rs 38 crores previously. It will thus be 
clear that the operations of the scheduled 
commercial banks in the 1971-72 busy 
season have beeu very nearly financed 
out of owned funds and there was ho 
compulsion at all to use refinance facilities 
in a big way. 

It could not have been anticipated even 
at this time last year that such an extreme¬ 
ly easy situation would develop in the 
money market and there would actually 
be a problem of utilising available funds 
remuneratively. At the present moment 
procurement of foodgrains is going on 
briskly but with continuing despatches to 
Bangladesh and a fast growth of deposits 
any net increase in advances could be met 
easily with available resources. There will 
certainly be heavy purchases of foodgrains 
till the middle of July along with large 
scale buying of cotton by the Cotton Cor¬ 
poration of India and the textile units. 
However, with the prospect of additions 
to deposits at the rate of Rs 120 crores 
a month, from May even an immo¬ 
bilisation of funds to the extent of Rs 300 
crores in wheat and raw cotton as a result 
of the operations of the two statutory cor¬ 
porations cannot be reflected in any big 
rise in borrowings, at the end of July. 
There will actually be a sizable release of 
funds as a result of a decline in sugar 
stocks by over eight lakh tonnes in May- 
July. Besides fresh purchases of raw 
cotton are being effected at much lower 
prices than in the corresponding period 
last year and it is felt in knowledgeable 
circles that net advances against cotton 
may even tend to decline after June once 
stocks of higher priced cotton had* been 
exhausted. There may not actually be a 
larger outlay in cotton stocks at the end 
of August in spite of an increase in the 
carryover by five lakh bales. This will be 
because the average of prices for all grades 
of cotton will be lower by 30 per cent. 

What then exactly is the outlook for 
the current slack season? In the six months 
ending October '72 the growth in deposits 
may be easily Rs 750 crores while the ex¬ 
pansion of credit for procurement of food- 
grains and other purposs may not absorb 
more than Rs 300 crores. The central and 
state governments can therefore borrow 
their requirements without any difficulty 
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through open market loans. The state 
governments will beseeking to raise a net. 
amount of only Rs 109 crores and the i 
central government Rs 215 crores. It 
had been explained by the union Finance; 
Minister, Mr Y.B. Chavan, that the target 
for net borrowing by the central govern-' 
ment for 1972-73 had been fixed con-' 
siderably lower because of the likeli¬ 
hood of net expansion of procurement 
credit by banks for Rs 95 crores. Net 
borrowing in (971-72 was much higher 
at Rs 294 crores. 

Even if the borrowing programme of the 
centre was on the ambitious scale of 1972- 
73 and an amount of Rs 300 crores was . 
siphoned away from the organised sector, , 
through open market loans the scheduled i 
commercial banks would still be in a com-, 
fortable position at the beginning of the 
next busy season. It is necessary to 
point out however that the borrowing pro-. 
gramme in 1971-72 was spread over a 
longer period as the Defence loans for Rs 
110 crores were issued only in December 
1971. If the fresh additions to deposits 
in the five months ending March 31, 
1973, which may be about Rs 600 crores, 
were also taken into consideration there . 
would be surplus resources available for 
investment in loans and bonds for another 
Rs 120 crores. All these calculations do 
not take into account the possibility of 
larger support being extended to the new 
loans of the central and state govern¬ 
ments and bonds of the state electricity 
boards and statutory financing corpora¬ 
tions, by the Life Insurance Corporation, 
provident funds and trusts. To put it 
in a nutshell the scheduled commercial 
banks will be mobilising freshly deposits 
for Rs 1400-1500 crores in 1972-73 out 
of which only Rs 700-800 crores may 
be utilised for extending loans to the diffe¬ 
rent classes of borrowers. There will thus 
be investible resources of the order of Rs 
700 crores to which must be added the 
quota of Life Insurance Corporation, 
provident funds and trusts. 

The central and state governments 
should therefore take note of the vastly 
changed situation in the money market 
and stagger their borrowing through open 
loans in such a way that the surpluses of 
banks and other institutions can be easily 
absorbed and deficit financing prevented. 
While the Reserve Bank should help 
the central government to realise even 
Rs 350 crores (net) through new loans, the 
state governments should be allowed to 
borrow in excess of the target only for 
productive purposes. The funding opera¬ 
tion of the centre can thus be carried out 
comfortably by the middle of July and the 
state loans likewise in the first week of 
September. Their prospects will not be 
in anyway prejudiced even if the credit 
institutions liberalised their lending po¬ 
lices. 
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Shipping at 
Santiago 

It is generally held that not much was 
'achieved at the third session of the United 
Nations Conference on Trade and De¬ 
velopment which concluded recently in 
Santiago, Chile. Even so, UNCTAD 
,111 has at least initiated a move towards a 
'fair deal in shipping. 

The resolution of the Croup of 77 on 
a draft code of conduct for liner con¬ 
ferences invites government members of 
UNCTAD to urge liner conferences to 
adopt the code, A concomitant recom¬ 
mendation to the General Assombly urges 
it to convene a Conference of Plenipoten¬ 
tiaries early in 1973 to prepare, on the 
basis of this draft code, a code of conduct 
to be adopted by the governments of all 
countries “in a manner that is binding on 
them and can be suitably enforced”. From 
the “Common Measure of Understanding” 
adopted by UNCTAD I in 1964, the sub¬ 
mission of a draft code of conduct for 
liner conferences to a full conference 
of UNCTAD at the Santiago session is a 
leap forward indeed. 

It must be recalled that this is the third 
attempt, but the first successful one at 
drawing up, let alone securing the accep¬ 
tance of such a code. The first attempt 
was made in Lima in November, 1971 
when the ministers of the Group of 77 
agreed that the UNCTAD should under¬ 
take the preparation of a code of conduct 
taking into account the trade and de¬ 
velopment needs of the developing count¬ 
ries, as also the need to ensure an increas¬ 
ing share in the carriage of maritime car¬ 
goes by their shipping lines, but there was 
no unanimous agreement. A second effort 
was made later at Geneva, but there 
was no unanimity. There were strong 
differences, for instance, on whether or not 
there should be government regulation. 
But, at Santiago, they wanted, worked on, 
and had a common code on behalf of the 
Group of 77, of course after a good deal 
of discussion and making mutual com- 

! >romises, and this was the first big step 
orward. On April 27, 1972 this was sub¬ 
mitted to the full conference in the form 
of a draft resolution together with a cover¬ 
ing letter recommending its adoption. 

The preparation of a text on which there 
could be complete agreement naturally 
posed a problem. There were endless dis¬ 
cussions on the structure of the code and 
on how the text could be finally evolved. 
Anyway, after “a' good deal of discussion 
at the main committee — Fourth Commi¬ 
ttee — an informal contact group was 
set. up to consider the draft resolution 


Suhiilued to the committee by Indonesia 
on Iphalf of the Group 77. A lucid 
and fllispassionate summing up of the in- 
fore'll discussion by this group, prepared 
by Mir C.P. Srivastava, Chairman and 
Managing Director of the Shipping 
Corporation of India, who was the Chair¬ 
man of Committee IV, which was accep¬ 
ted by every one, helped the full confe¬ 
rence eventually to arrive at a consensus 
on a number of important issues. The 
Indian delegation thus played an impor¬ 
tant role in getting a common draft app¬ 
roved. 

Even two years ago, the concept of 
such a code would not have been accep¬ 
table, especially to developed countries, 
but ideas take time to evolve and become 
acceptable after understanding discussions. 
As discussions went on, according to ob¬ 
servers, developed countries began to side 
more and more with developing countries. 
It is amazing how the idea of outside regu¬ 
lation and the urgency of evolving it have 
at last, albeit slowly, come to be accepted. 
Of course, on all the subjects discussed- 
membership, admission to conferences, 
conciliation, consultation with public 
authorities, etc. — there was no complete 
unanimity as such; nor is such unanimity 
conceivable. There were areas of agree¬ 
ment as well as of disagreement. 

On the question of freight rate 
fixation, for instance, there was consi¬ 
derable discussion on whether this 
must be the business' of conferences 
or of governments, although there 
was unanimity on the point that 
governments also must play a part in it. 
Similarly, compulsory arbitration as sug¬ 
gested by most developing countries was 
not universally accepted. The Group of 
77 and socialist countries were generally 
in favour of compulsory arbitration, but 
developed countries were not. Similarly, 
not all the countries were as keen on 
cargo reservation as Latin American and 
Afro-Asian countries. But a gratifying 
feature is that there was unanimity on a 
number of important points, such as a 
world-wide agreement on a code of con¬ 
duct for liner conferences for whom there 
has been no regulation at all these hundred 
years past. The crucial point came when 
the question of whether the code should be 
a legal instrument, as developing countries 
urged, or it should be just a code to be 
implemented on the basis of a resolution, 
as developed countries urged, but no acri¬ 
monious debate was allowed to develop 
as it was suggested that it should be left 
to the preparatory committee to evolve a 
code and suggest whether such should be 
made legally binding or voluntary. The 
basis of such a code will, of course, be the 
code evolved by the Group of 77 and the 
discussions thereon at the meeting of the 
informal contact group referred to earlier. 


The ball is no* m the 
Assembly which is duet to meet ln Sep¬ 
tember, and, if all goes smoothly and 
according tojrtesent indications, the code 
should be a jail accompli by the end Of 
1973. 

Next to a code of conduct for liner con¬ 
ferences in importance was the question 
of development of merchant marines. 
Developing countries, with their present 
capacity, account for only 7.1 per cent 
of the total world trade and they wanted 
this to be improved to at least 10 per cent 
by 1980. An increase of less than three 
percent over the next eight years may 
appear insignificant, but it is possible that, 
unless something spectacular is done (and 
here developed countries and international 
financial agencies should co-operate by 
helping developing countries to acquire 
both new and old tonnage), that is, unless 
developing countries acquire 40 million 
tonnes Dwt, even the present share of 7.1 
per cent may go down! 

Evidently realising this, developed 
countries said they had no objection 
to the note indicating this, although 
they categorically refused to accept 
it. Despite this, developing countries 
must regard even this non-ambitious 
target as important for the reason 
that it is for the first time that there 
is any reference at all to this percentage 
share business in world trade in an 
UNCTAD paper. Meanwhile, prospects 
of an improvement in the terms offer¬ 
ed by OECD countries for purchase 
of ships (eight years’ duration and 71 per 
cent interest) on a case by case basis, as 
and when proposals come up, seem to be 
bright, what with the undertaking of alt 
UNCTAD government members to help 
developing countries achieve this objective 
and the insistence that, unlike hitherto, 
guarantees of national banking institu¬ 
tions should also be accepted. There was 
also special stress on preference being 
accorded to developing countries acquir¬ 
ing bulk carriers and tankers. 

Another important subject was freight 
rates, also covered by the code. Initially, 
developed countries wanted to take up both 
code and freights, but developing count¬ 
ries feared this would prolong the issue 
unduly. 

A case was also made for the need to 
review and, if necessary, readjust freight 
rates, so as to keep them as low as possi¬ 
ble bearing in mind the needs of develop¬ 
ing countries. A notable gain here would 
appear to be the stress on indication of the 
reasons for revision of freight rates, along 
with an aggregate analysts of financial 
accounts by independent agencies. The 
code also refers to such aspects as promo¬ 
tional freights and averaging of freights 
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/on <bls l«ter|develQpe<J countries have 
reserved tiMirtoaitibn). Incidentally, it 
is understood, fhe note on freight rates 
was Accepted unanimously. 

Even as more technical assistance is to 
be given to developing countries for both 
shipping and shipbuilding, ports in these 


Who gains in 
Indo-Bangla- 
desh trade ? 

The I ndo-Bangladlsh trade agreement 
which was signed in New Delhi on 
March 28< has been dedicated to the com¬ 
mon people of both countries, who arc 
expected to be the main beneficiaries from 
the close co-operation in trade and deve¬ 
lopment. It is premature to consider to 
what extent this objective is being realised 
but have Delhi and Dacca at least made 
the right beginning in this direction? It 
was expected that as a result of the trade 
agreement, smuggling across the border 
would decline substantially and that the 
people on cither side would be able to get 
their essential supplies at reasonable 
prices. But reports from Dacca indicate 
that Bangladesh continues to sutler from 
acute scarcity and high prices of many 
commodities which enter into the cost of 
living of the common man. The fact 
that the government of Bangladesh had 
recently to issue a special order, providing 
heavy punishment for “grave offences” 
like hoarding and black-marketing gives 
some indication of the seriousness of the 
situation. The price dispart'y between 
the border areas seems to be too drastic 
in respect of many essential commodities. 
Eor example, in the middle of May while 
the price of salt in Mutshidabad on the 
Indian side was Rs 21 per quintal, it was 
Rs 37 in Rajashuhi in Bangladesh. The 
price of the hilsa fish in Mutshidabad was 
Rs 47S per quintal against Rs 350 in 
Rajashahi. The prices of other commo¬ 
dities like rice, wheat, atta, flour, sugar, 
mustard oil, kerosene, eggs, dhotis and 
saris also vary considerably, which makes 
smuggling attractive despite the risks in¬ 
volved. 

The trade agreement provides for a re¬ 
view of its working after six months but if 
before this period, either country feels 
the need to modify the facilities, it should 
enter into immediate consultation with 
the other to take the necessary measures. 
New Delhi and Dacca will do well to un¬ 
dertake .the review even now m order 
to make the agreement really effective. 
In particular, the government of India 
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countries could expect substantially en¬ 
larged financial assitance from UN agen¬ 
cies for 1 modernisation. There is particular 
stress on liner conferences using these 
improved facilities, as greater use of ports 
by these conferences would mean a grow¬ 
ing volume of trade for developing coun¬ 
tries'. 


should examine to what extent its excessive 
reliance on state trading is helping our 
country to develop )he trade with Bangla¬ 
desh. Complaints are being heard from 
Dacca about delays in getting the supplies 
through the Indian state trading agencies. 
There have also been reports about the 
high prices charged for Indian goods as 
well as the supply of sub-standard pro¬ 
ducts. These complaints, if true, are hard¬ 
ly surprising in view of the lack of suffi¬ 
cient experience on the part of our state 
trading agencies and the absence of ade¬ 
quate and satisfactory transport facilities 
between India and Bnangladcsh. The 
fact that the state trading machinery in 
Dacca also is not yet welt equipped to 
handle its job competently should also 
be considered in this context. It is signi¬ 
ficant that although the trade agreement 
provides for the export of fish to India, 
valued at Rs nine crores, this item has not 
yet started coming to India because of 
administrative bottlenecks and the lack 
of sufficient surplus of fish for export. 

While New Delhi is trying to keep our 
businessmen at arm’s length in regard to 
the trade with Bangladesh, other countries 
are making energetic efforts to develop 
their commercial contacts with Bangla¬ 
desh. Dacca has already concluded trade 
agreements with some countries of east 
Europe. Businessmen from various parts 
of the world are coming to Bangladesh in 
large numbers seeking opportunities for 
trade and economic co-operation. But New 
Delhi is deliberately discouraging our 
businessmen from visiting Bangladesh 
and building up contacts with their coun¬ 
terparts there. In the last week of May, 
a goodwill delegation from the Indian 
Chamber of Commerce, Calcutta, visited 
Bangladesh. When Mr Bhupesh Gupta 
asked in the Rajya Sabha how this dele¬ 
gation happened to go to Dacca, Mr A.C. 
George, the Deputy Foreign Trade Minis¬ 
ter, replied in a manner which seemed to 
indicate that New Delhi was unhappy 
about this visit. Mr George said that tnc 
government was not aware of this visit 
although the delegation had been given 
the clearance by the Ministry of External 
Affairs and by the government of West 
Bengal. Moreover, the delegation had 
gone on the invitation of the Dacca Cham¬ 
ber of Commerce. Mr George seemed un¬ 
aware 'of these facts and, what was more 
unfortunate was that he did not indicate 
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any desire to ascertain what were the im¬ 
pressions and the findings of the delega¬ 
tion. On the other hand, he declared that 
it was the policy of the government of 
India to discourage private entrepreneurs 
from having trade, relations with Bangla¬ 
desh. 

The government of West Bengal has 
expressed its anxiety that this state 
should be able to play a major rote in de¬ 
veloping the trade with Bangladesh and 
has expressed the view that the goods to 
be supplied from India to Bangladesh 
should, as far as possible, go from West 
Bengal so that its industries can function 
better and create more employment. But 
so long as New Delhi continues its policy 
of distrust towards the private sector, 
West Bengal will not he able to 
derive much advantage from developing 
the trade with Bangladesh. The latter 
needs substantial quantities of various 
types of consumer goods and capital 
equipment but only a few items are men¬ 
tioned in the trade agreement with India. 
According to the import policy of Bangla¬ 
desh, out of 269 items, only 26 are handled 
by the Bangladesh State Trading Corpo¬ 
ration. The other items can be impor¬ 
ted through private channels agaiijst pay¬ 
ment in sterling. According to Article 
ill of the lndo-Bangladesh Trade Agree¬ 
ment, imports and exports of commodities 
and goods produced or manufactured in 
India or Bangladesh, which are not in¬ 
cluded in Schedule A, and in the case of 
those in excess of the values specified there¬ 
in, shall be permitted in accordance with 
the import, export, and foreign exchange 
laws, regulations, and procedures in force 
in either country from time to time, But 
how can businessmen take advantage of 
this provision so long as they are not freely 
permitted to travel to Bangladesh ana 
build up contacts? 

The government of Bangladesh has 
been inviting global tenders from time to 
time but their details are not promptly 
available to our businessmen. The jute 
and other industries in Bangladesh urgent¬ 
ly need various kinds of spare parts which 
India is in a position to supply. But, 
again, the lack of contacts between the 
businessmen in both countries stands in 
the way of taking advantage of these 
opportunities. Under the trade agree¬ 
ment, the two countries have undertaken 
to make mutually beneficial arrangements 
for the use of waterways, railways and 
roadways for commerce. This provi¬ 
sion needs to be implemented immedi¬ 
ately since the lack of transport facilities 
is severely handicapping the promotion 
of trade. New Delhi and Dacca should 
therefore have a fresh look at the trade 
agreement and consider how best it can 
be effectively implemented so as to benefit 
the common people in both the countries. 
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To the rescue 


V. Bmlatubrannanian 


of the sick 


JT»IH working of the Industrial Reconst¬ 
ruction Corporation of India Ltd, 
.which has its headquarters in Calcutta, 
has lately attracted the attention of the 
Press and the Parliament. This agency, 
which has the purpose of reviving sick 
or closed- industrial units particularly in 
West Bengal, was established by the 
central government in the middle of 
April last year. It has. therefore, been 
functioning for only a little over a year 
and this is certainly too short a period for 
an assessment to be undertaken of its per¬ 
formance. All the same it is not entirely 
pointless to look or even probe into what 
it has been doing or how it is doing it 
since, in the case of institutions of this 
kind, there is a grave risk of problems 
or even lapses piling up cumulatively un¬ 
less care is taken in the initial stages to set 
the working of these agencies on the 
straight, even if not narrow, path. 

rehabilitating workers 

In its immediate context, the IRC! has 
certainly been helpful in rehabilitating 
workers who had lost jobs or livelihood 
through l he closure of factories brought 
about by one reason or another. By pro¬ 
viding reconstruction finance to the sick 
and closed industrial units, it has been 
able to secure the reemployment of 19,319 
workers besides warding off the threat of 
unemployment to another 19,007 workers. 
Especially in view of the political and 
social ‘conditions prevailing particularly 
in West Bengal, this is an achievement 
of no small significance. It follows that 
any examination of the working of the 
IRCI could therefore validly concern 
itself only with improving its performance 
and warning it of the pitfalls it is liable to 
run into. Although the IRCI is free to 
go to the aid of sick or closed industrial 
units anywhere in the country, its activities 
have been confined mostly to West Bengal 
where the need for the services of such an 
institution has obviously been most acute. 
Answering a question in the Rajya Sabha 
on May 23, the Finance Minister gave de¬ 
tails of the assistance sanctioned or dis¬ 
bursed by the IRCI thus far. According 
to his statement, the amount sanctioned 
as on May 16 aggregated to Rs 7.44 crorcs 


and the amount disbursed Rs 1.41 crorcs. 
These loans were spread over 48 industrial 
units of which engineering units numbered 
24 and textile units nine. Rather interest¬ 
ingly, while 47 out of these 48 units arc 
located in West Bengal, the remaining 
one, an engineering works engaged in 
the manufacture of textile machinery is 
located in Tamil Nadu. 

careful selection 

The IRCl’s resources at present consist 
of a paid-up capital of Rs five crores out of 
an issued capital of Rs 10 crores and a loan 
of Rs five crores drawn out of the total 
loan of Rs 10 crorcs sanctioned by the 
government of India free of interest. The 
Finance Minister informed the Rajya 
Sabha that the Corporation was expected 
to call up during the current financial 
year the balance of Rs five crores of its 
issued capital as well as draw the remain¬ 
ing interest free loan of a like amount 
from government. The IRCI is intended to 
aid or save industrial units fallen on evil 
days whether due to factors within the 
control of the managements or outside. 
Nevertheless, a good deal of its ministra¬ 
tions is directed towards industrial under¬ 
takings which have suffered either because 
of incompetent management or due to 
downright mismanagement. It follows 
that the viability of the IRCI would de¬ 
pend heavily on its careful selection of 
projects to be assessed as well as on its 
capacity to ensure that the assisted under¬ 
takings arc managed along sound lines in 
the future. 

It has been stated that the IRCI has 
received over a period about 30() applica¬ 
tions out of which 48 which are consi¬ 
dered to be potentially viable have been 
sanctioned assistance. Some 13 cases which 
had no potential* for viability have 
been rejected, while another 47 cases have 
been redirected to banks and financial 
institutions as they do not qualify for 
assistance from the [RCL Other cases 
are either in the pipeline or are awaiting 
their turn for study. These details prima 
facie suggest that the IRCI docs follow a 
strict procedure of scrutiny and selec¬ 
tion. This is of course as it should be. 
Nevertheless there seems to be a feeling in 


responsible quarters that the selection 
procedure has not always been foolproof, 
or knaveproof. There have been reports 
of political pressure from the state govern¬ 
ment. Especially with regard to the cotton 
textile mills, which have been taken under 
the umbrella of the IRCI, complaints have 
been made that some of the units are past 
the stage of revival, reconstruction or re¬ 
surrection and that they should therefore 
be scrapped. It is pointed out that pour¬ 
ing good money into these doomed dere¬ 
licts would be a bad bargain on any re¬ 
ckoning and that even from the employ¬ 
ment angle it would be a wiser use of na¬ 
tional resources to encourage and assist in 
the setting up of new and modern cotton 
textile units which could pay their way. 

inefficient managemeDt 

An even more serious criticism is that the 
management of the units — the reference 
once more is particularly to the cotton 
textile mills — which have come under the 
protection of the IRCI has not been or¬ 
ganized properly and is therefore not be¬ 
ing carried out in an efficient or honest 
manner. It is alleged that there are cases 
where unqualified persons have been 
appointed as directors due to political 
pressure and it is also said that malprac¬ 
tices are becoming widely prevalent parti¬ 
cularly in the purchase of raw cotton or 
stores or the sale of yarn or cloth. The 
union Ministry of Finance which has the 
responsibility of ensuring the proper func¬ 
tioning of the IRCI should certainly look 
into these criticisms and complaints and 
take remedial action in time. This is all 
the more important since the soft loan 
terms of IRCI assistance are such that 
considerable time will elapse before the 
repaying capacity of the assisted units 
come to be tested. During this period 
there is every chance of the financial assis¬ 
tance received by these units getting ex¬ 
hausted through losses due to malprac¬ 
tices in management or sheer incompetence 
on the part of those who have been put 
in charge of the assisted units. In fact 
there is already a fear that some of the 
cotton textile mills receiving IRCI assis¬ 
tance are headed this way. 

A course of action which appears to be 
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urgently needed is for the marginal units 
among the assisted undertakings to be 
screened once again and the prospects of 
their viability very strictly assessed. Any 
unit which fails to make the grade must 
forthwith be scrapped. Secondly, there is 
the need for the Finance Minister to take 
another and a really close look at the 
Directors appointed by the 1RCI and eva¬ 
luate their qualifications and backgrounds 
and above all the way they have been 
functioning in their present positions. A 
serious weakness in the present scheme of 
IRCI assistance is that the IRCI itself is 
not exercising any control over the opera¬ 
tions of the assisted units. It is impor¬ 
tant that this state of affairs should not 
be allowed to continue. The IRCI should 
therefore devise procedures for ensuring 
sound financial control. One formula 


could be for the IRCI to insist on monthly 
statements of accounts and promptly in¬ 
vestigate the allairs of any unit the actual 
performance of which is not keeping up 
with the projections made, by the IRCI 
for its reconstruction. 

There is also the interesting possi¬ 
bility that the banks which have ex¬ 
tended loans to the assisted units under 
an IRCI guarantee should be encoura¬ 
ged to take an active interest in the 
financial position or trends of these under¬ 
takings. It is worth noting that banks have 
sanctioned loans up to total of Rs 
S.1S crores to the various units under 
the IRCI umbrella. This is apart from the 
fact that they have also contributed to the 
share capital of the IRCI; the United 
Commercial Bank, for instance, lias in- 


ranis or WIN 

vested a sum of Rs 12.5 takhs in this man¬ 
ner. Thanks to such relationship bank 
managements are already represented on 
the IRCI and it is therefore both proper 
and possible that they should be enabled 
and in fact required to assume their due 
share of responsibility in terms of keeping 
a vigilant watch over the financial affairs 
of the assisted units. Incidentally, if the 
banks" role is to be projected in a healthy 
way, it is important that no polhtcal pres¬ 
sure should be brought to bear on them 
to eschew legitimate banking considera¬ 
tions while scrutinizing loan applications. 
To sum up, if the IRCI is to do an honest 
and efficient job, it must be more profes¬ 
sional and less political in its prompt¬ 
ings and proceedings. It is always desir¬ 
able that a warning, where needed, must be 
given early as well as heeded equally early. 


Growth trends in 

public sector 


An attempt is made here to analyse the 
growth trends of certain public sector un¬ 
dertakings during the last few years. The 
study is confined to iron and steel, chemi¬ 
cal and engineering sectors which arc in¬ 
deed the core sectors in the process of 
economic development. Out of a total 
investment of Rs 3,902 crores in public 
sector industrial and commercial under¬ 
takings by the end of March 1969, invest¬ 
ment made-in these three sectors was of the 
order of Rs 2,686 crores constituting 70 
per cent of the total investment. 

The data used in this article has been 
culled from the four annual reports of 
Industrial and Commercial Undertakings 
(from 1965-66 to 1968-69), published by 
the Bureau of Public Enterprises of the 
government of India. 

massive investment 

The investment made in this sector by 
the end of March 1969 was of the order 
of Rs 1,099 crores — the largest investment 
ever made in any industrial undertaking 
whether in the private or public sector. 
If we add to this the investment made in 
the Bokaro Steel Plant which is under 
construction, the investment figure would 
rise to Rs 1,305 crores—indeed a record 
figure. However, it is not the imposing 


investment which is all that important, 
but it is the net benefit derived by society 
with the help of such investment which is 
going to be far more significant. 

How to evaluate the performance of a 
public sector undertaking? Should it be 
purely in terms of (monetary) rate of re¬ 
turn derived from such investment, or 
should it also take into account both di¬ 
rect and indirect benefits derived by the 
society as a consequence of the expansion 
of output of, let us say, iron and steel in¬ 
dustry? We should not go purely by the 
first criterion but rather by the second one 
since such an industry as iron and steel 
has also a large social benefit. For ins¬ 
tance, when there is a comfortable supply 
of iron and steel at reasonable prices, there 
would also be' all around spurt in the 
manufacturing, construction and farm 
activities. In other words, while an iron 
and steel plant might be running at a loss 
in a pure accounting sense, but if wc take 
into consideration the growth it has en¬ 
couraged in a number of economic activi¬ 
ties, it would not be a losing proposition. 

Notwithstanding this, the economy 
could not at the same time tolerate the 
occurrence of continuous losses in in¬ 
dustrial undertakings even though these 
yield'a large social benefits. This would 
go against the whole philosophy of econo¬ 


mic development where reinvestment of 
accumulated gains from industrial under¬ 
takings plays an important role. A plant 
which is continuously losing would be a 
big social liability and would have to be 
written off. 

teething troubles 

In view of this, the losses to which we 
have referred above are entirely those 
which result on account of the teething 
troubles and arc only for a short period. 
As soon as engineering and managerial ex¬ 
pertise has been mastered and a rational 
price policy has been adopted, there is no 
reason us to why a particular plant should 
not start yielding a reasonable return on 
investment. 

There are three running steel plants in 
this sector — Bhjlai, Durgapur and Rout- 
kela. These plants were set up during the 
second five-year Plan period and were 
ready for operation at full capacity by the 
middle of the last decade. 1 

Incorporating the latest advances in 
steel technology and with no dearth of 
technicians as the Indian universities had 
turned out a large number of engineers 
during the first two plans, one should have 
thought that these plants should have 
done a wonderful job. Unfortunately 
this has not been the case as is revealed by 


eastern economist 


1169 


JUNE 16, 1972 



(Table I a). In Tact, during the later part of 
the last decade, the losses have been conti¬ 
nuously rising. For instance, from a profit 
of Rs two crorcs during 1965-66 (the ter¬ 
minal year of the third five-year Plan), it 
turned into a loss of Rs 19.4 crotes in 
the following year. The losses rose further 
to Rs 38.5 crores and Rs 43.8 crores in 
the subsequent two years. 

Notwithstanding the fact that a part 
of the period under study synchronised 
with 'he occurrence of recessionary condi¬ 
tions in the economy, such performance 
did. not speak well of the public sector 
steel plants. One could have appreciated 
these losses if these were due to mere 
teething trouble. But unfortunately this 
was not‘so. The poor performance was 
mainly due to defective planning and the 
absence of dynamic management. 

It is unfortunate that, inspilc of the re¬ 
peated assurances by the government to 
introduce professional management in 
steel plants, not much headway has been 
made so far. And no wonder, with such 
approach, the latest report (1970-71 ) on 
the performance of these plants does not 
make encouraging reading- 

uniform deterioration 

Analysing the performance data of all 
three steel plants, one notices that the 
level of deterioration in their performanc 
is fairly uniform. For instance Rourkela, 
which had shown a profit of Rs 5.3 crores 
in 1965-66, has shown a loss of Rs 7.1 
crorcs in 1968-69; similarly at Bhilai 
profits of Rs 1.8 crores during 1965-66 
had turned into a big loss of Rs 11.2 
crores during 1968-69; and Durgapur’s 
losses steadily rose from Rs two crorcs 
to Rs 17.5 crores during the same period. 

Such uniform rise in losses in all steel 
plants is in no small degree due to the 
concentration of control of all steel plants 
under a single management (Hindustan 
Steel Limited). It would be a herculean 
job for a body such as Hindustan Steel 
to manage these plants at a uniform level 
of efficiency. The earlier the management 
of these plants is decentralised the better 
it would be for the economy. It would 
introduce a spirit of healthy competition 
among all plants and lead to greater effi¬ 
ciency, fuller utilisation of plant capacity 
and improvement in marketing techniques. 

Fqually disturbing results are obtained 
when one makes an analysis of returns ob¬ 
tained from these plants (Table II p. 1171). 

It jginteresting to find that while the ratio 


of gross sales to capital employed im¬ 
proved by four points in 1968-69 as com¬ 
pared with 1965-66 when the ratio was 
32.3 the ratio of both net profit to equity 
and gross profit to capital employed 
showed losses. 

This is another way of saying that no 
economies where exercised on the cost of 
production which kept on rising at a rapid 
rate during this period. Here an important 
contributing factor has been the rising 
wage cost. This coupled with overstaffing 
of steel plants, made the situation still 
worse. 

Shifting next to the general engineering 
sector, which is also a significant consumer 
of the output of steel industry, one notices 


performance at various degree of efficiency. 
For instance, 'While Bharat Earth Movers] 
Bharat Electronics and Hindustan Aero¬ 
nautics have shown rapid advances in 
their profits from Rs 12,60 and 104 lakhs 
respectively during 1964-65 to Rs 126,218 
and 232 lakhs during 1968-69. Hindustan 
Machine Tools (HMT) has been going 
down from a profit of Rs 178 lakhs to a 
loss of Rs 42 lakhs during the same period. 
The losses of Heavy Electricals, Heavy 
Engineering Corporation, Bharat Heavy 
Electricals and Mining and Allied Ma¬ 
chinery Corporation are on the decline 
though at a very slow rate. 

The overall picture is that losses far 
outweigh gains during the period under 
study, and further that losses rise at an 


Table 1 a 


Net Profits/Losscs of Public Sector Steel Plants 

(Rs crores) 


Plant location 


1965-66 

1966-67 

1967-68 

1968-69 

Rourkela 


5.3 

(■ ) 1 -7 

(—) 7.1 

(—) 7.1 

Bhilai 


1.8 

1—> 1.3 

(~)8.1 

(—) 11.2 

Durgapur 


(—)2.2 

( -) 13.0 

(—) 17.3 

c—>17.5 

Alloy Steel Plant 


(-) 1.1 

(-) 2.1 

(—) 4.8 

(—) 6.7 


Table I b 




Net Profits/Losscs of Government Undertakings other than Steel 

Sector/ U nit 

1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

T Engineering 






1. Bharat Earth Movers 

12 

32 

32 

101 

126 

2. Bharat Electronics 

60 

78 

181 

152 

211 

3. Hindustan Aeronautics 

104 

122 

129 

130 

232 

4. Hindustan Machine Tools 

178 

106 

126 

(-) 66 

C—>'42 

5. Heavy Engg. Corpn. 

— 

--- 

— 

(-•-) 1647 

(~)I466 

6. Mining & Allied Ma¬ 
chinery Corpn. 

_ 

__ 

_ 

(--) 686 

(—) 616 

7. Heavy Electricals 

(-) 754 

(--) <*4 

(—) 720 

(-) 569 

(~) 498 

8. Bharat Heavy Electricals 



( ■) 583 

(-) 577 

C—) 342 

II Chemicals A Drugs 






1. FACT Travancorc 

( -) 49 

(---) 170 

44 

33 

20 

2. FCI 

255 

42 

(-) 121 

144 

402 

3. Hindustan Pholofilms 

— 

— 

— 

(-) 150 

(—) 204 

4. Indian Drugs & Pharma¬ 
ceuticals 

— 

— 

(-) 35 

(-) 232 

(—) 922 


Note; Losses arc shown as minus within brackets. 
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accelerated rate during the last two years 
<1967*68 and 1968*69) as compared with 
the earlier period. Whether these losses 
are to be imputed to teething trouble, or 
to overall inefficiency of management, 
only time would tell.*' 

It is found that both the units in the 
electrical sector—Heavy Electricals and 
Bharat Heavy Electricals; the former set 
up during 1956 and the latter during 
1964— are in the red. The investment 
made in these two units by the end March 
1969 amounted to Rs 231 crores — which 
is not a small sum. While a loss of Rs 
3.4 crores by Bharat Heavy Electricals in 
1968*69 is understandable — for it was set 
up during 1964 and the loss is against a 
total investment of Rs 168 crores, a loss of 
Rs five crores in Heavy Electricals (set up 
as far as 1956 and having a total invest¬ 
ment of only Rs 64 crores) is indeed dis¬ 
turbing. Also in view of a heavy demand 
for the electrical goods in the expanding 
economy of India and also from the de¬ 
veloping countries, a continuous loss by 


the electrical sector needs a thorough 
investigation. 

Further, Heavy Engineering Corpora¬ 
tion* as well as Mining and Allied 
Machinery Corporation—both allied 
to Hindustan Steel are also in the 
red. In fact these two units suffered 
a heavy loss of Rs 20.7 crores during 
1968-69 as against an investment of 
Rs 269 crores. In particular Heavy 
Engineering Corporation (established in 
1956), where a total investment to the 
tune of Rs 189 crores had been made 
upto March 1969, a loss of Rs 3.4 crores 
during 1968-69 should be disturbing. 

A significant reason for the occurrence 
of these losses has been that these plants 
have been working below capacity. 
That this should happen in the Indian 
economy which is heavily dependent 
on foreign countries for the import of 
heavy engineering equipment reflects 
on the gross inefficiency of our units. 
This is all the more painful in view of the 


OF VIEW 

fact that raw materials for the operation 
of these plants are easily available fron' 
the public sector steel plants. 

Still far more disturbing is the growth o' 
the Hindustan Machine Tools (HlfT. 
where investment of Rs 53 croTes was re 
ported by end March 1969. That this uni < 
which had shown a commendable per 
formancc up to the end of the third Plar 
should be in the red thereafter leaves muci" 
to be desired. The general excuse put for- 1 ' 
ward that there was an overall decline in- 
demand of machine tools during this 
period could not provide the sole answei 
to such poor performance. 4 Perhaps ar 
answer has again to be found in the pool 
management and technological lapses. 
Not only the demand for all sorts of ma¬ 
chine tools has been rising within the 
country, a growing scarcity is also found 
in the international market for selective 
tools. Unfortunately we have failed to 
exploit this opportunity mainly because wc 
lack in competitive strength and also be¬ 
cause wc have failed to build up dynamic 


Table II 


Principal Operational Ratios of Public Sector Undertakings 


Scctor/Unit 

Year 

Incorpo¬ 

rated 

Investment 

ment 

1954-65 


1965-66 



1966-67 

1967-68 


a 

b 

c 

a 

b 

c 

a 

b 

c 

a 

b 

c 

1. Steel 















Hindustan Steel 

1954 


0.5 

3.3 

32 

0.4 

3 

35 

L 

L 

29 

L 

L 

36 

2. Engineering^) 















1 . 

1964 

2622 

1.8 

1.9 

33 

4.5 

6 

80 

11 

17 

104 

14 

14 L2'K ; 

2. 

1954 

1398 

11 

13 

61 

13 

16 

80 

41 

23 

113 

47 

25 

143 

3. 

1964 

10190 

4 

6 

61 

13 

5 

63 

3.6 

4 

43 

5 

4 

28 

4. 

1953 

3294 

29 

17 

59 

11 

8 

41 

L 

0.6 

39 

L 

0.7 

40 

5. 

1956 

18898 







L 

L 

3 

L 

L 

8 

6. 

1965 

3029 







L 

L 

3 

L 

L 

4 

7. 

1956 

6459 

L 

L 

98 

L 

L 

14 

L 

L 

23 



38 

8. 

1964 

16775 







L 

L 

10 

L 

1.2 

22 

3. Chemicals 




• 











1 . 

1943 

2241 







2.6 

3 

57 

2.3 

3.3 

63 

2. 

1961 

19084 

5 

5.2 

49 

1 

2 

32 

2 

5 

45 

6 

5 

34 

3. 

1960 

1061 









8 



22 

4. 

1961 

5012 







L 

L 

0.2 

L 

L 

2 


Notes 


(1) For the names of various units under Engineering (2.1 to 2.8) and Chemicals (3.1 to 3.4) see the previous table. 

(2) Most of the fractional figures in the table have been rounded up. 

Codes: 

a. stands for ratio of net profit to equity-capital; 

b. stands for the ratio of gross profits to capital employed (aggregate); 

c. stand for the ratio of gross sales (turnover) to capital employed; 

L. stands for loss. 
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| As compared with steel and engineering 
.{.sectors, this sector appears to have put 
Jup a relatively better performance. For 
[instance, the Fertilizer and Chemicals 
fTravancore (FACT), which had an in¬ 
vestment of Rs 22 crores by and March 
* 1969, had yielded a profit of Rs 44 lakhs 
'during 1966-67 after showing losses dur- 
} ing the previous two years. Although 

S ! refits have been declining thereafter and 
ad touched Rs 27 lakhs during 1968-69, 
\ the FACT promises a good growth trend 
■ over time and hence an additional invest 
ment of Rs 44 crores for its expansion 
is fully justified. 


Similarly Fertilizer Corporation of 
[ India (FC1), with a total investment of 
nearly Rs 131 crores by end March 1969, 
' has shown a profit of Rs four crores during 
. 1968-69. Keeping in view that the trend 
of profits is rather erratic, FCI like FACT, 
promises u good growth trend and should 
do well over time. It has an expansion 
programme of Rs 195 crores which, con¬ 
sidering the growth trend of the industry 
is fully justified. 


decentralisation of control 

However, attempts should be made to 
save FCI from the same fate as met the 
Hindustan Steel. In other words, if all 5 
(excepting FACT) public sector fertilizer 
units have to be concentrated under its 
single control, one fears that this would 
lead to an unwieldy control and might 
give rise to discouraging results, as are al¬ 
ready in evidence in the profit trend of the 
corporation during the five years period 
under study. Consequently, decentrali¬ 
sation of control would definitely lead 
to a better performance and introduce a 
spirit of healthy competition among diffe¬ 
rent units. 

Hindustan Photofilms and Indian Drugs 
and Pharmaceuticals 0 , where total in¬ 
vestment of Rs 60.7 crores had been made 
by end March 1969, are yet experiencing 
teething trouble and consequently show 
discouraging results. However, consider¬ 
ing that over ten years have passed since 
these plants were set up, the teething 
trouble appears to have been unnecessari¬ 
ly prolonged. Especially that this should 
happen in the Indian Drugs and Pharma¬ 
ceuticals, which had a total investment 
of Rs $0 crores, is deplorable. 

Also a major objective of setting up 
Oi Afferent units under Indian Drugs and 
Fhamaccuticals is that the quantum of 


life saving medicines has rapidly increas¬ 
ed so that people could have them at 
reasonable prices. This would also have 
its healthy effect in inducing the private 
sector to bring down the drug prices. 
Keeping this in view, one still expects the 
public sector pharmaceutical industry to 
put up a belter performance, especially 
when it has set up latest plants and as well 
hired the services of top experts in the 
profession. 

regiooal dispersion 

Interesting results are obtained when 
one makes an analysis of the location of 
public sector enterprises (Table III) It 
is found that Bihar, Madhya Pradesh, 
Orissa and West Bengal are the first four 
states where over two-third of the total 
investment in public undertakings has 
been made. Looking slightly differently, 
the three states of the eastern part of the 
country - Bihar, Orissa and West Ben¬ 
gal — account for nearly 50 per cent of the 
total investment. This shows that these 
states among themselves have a lion’s 
share in the total investment in public 
undertakings. 

The south, comprising Tamil Nadu, 
Kerala, Andhra Pradesh and Mysore, has 


Table 111 a 

Value of Property of Public Undertakings 
in Different Rates as at end March 1968 


(arranged in ascending order) 


State 

Value 
(Rs crores) 

Bihar 

621 

Madhya Pradesh 

543 

Orissa 

423 

West Bengal 

411 

Tamil Nadu 

262 

Uttar Pradesh 

137 

Kerala 

102 

Maharashtra 

101 

Gujarat 

87 

Andhra Pradesh 

87 

Mysore 

80 

Assam 

64 

Punjab 

33 

Rajasthan 

27 

Delhi 

12 

Haryana 

7 

Himachal Pradesh 

2 


Total 2999 

(say 3000) 


WKHHW 

a total investment of Rs 566 crores, which 
is equivalent to the investment made in 
Madhya Pradesh alone (Rs 543 crores). 

The western India, comprising Maha¬ 
rashtra and Gujarat, have a total invest¬ 
ment of Rs 188 crores which is equally 
spread among these two states. The 


Tabu TII b 

(<arranged regionlstatewi.se ) 


Region/State Property 

(Rs crores) 


I. Eastern 

1. Bihar 

621 


2. Orissa 

423 


3. West Bengal 

411 

1455 

II. Southern 

1. Tamil Nadu 

262 


2. Kerala 

102 


3. Andhra Pradesh 

87 


4. Mysore 

80 

531 

III. Western 

1. Maharashtra 

101 


2. Gujarat 

87 

188 

TV. North-Western 

I. Punjab 

33 


2. Haryana 

7 


3. Himachal Pradesh 

2 


4. Delhi 

12 

54 

V. Northern 

* 


1. Uttar Pradesh 

137 

137 

VI. Central 

1. Madhya Pradesh 

543 


2. Rajasthan 

27 

570 

VII. North-Eastern 

1. Assam 

64 

64 


Note: The data excludes investment 
made by the Indian Air Lines which is not 
possible to. apportion st&tewlse. It also 
excludes investment made by the Indian 
Oil Corporation, 
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north-western India — comprising Pun¬ 
jab, Delhi, Haryana and Himachal Pra¬ 
desh — has a total public investment of 
Rs 54 crores. However, Haryana and 
Himachal Pradesh have a very small 
.share in such investment—just Rs Seven 
and two crores respectively. Further 
Himachal Pradesh has the lowest ranking 
in public industrial investment, while 
Haryana is a step above, it. 

The central India, comprising Madhya 
Pradesh and Rajasthan, accounts ior a 
total investment of Rs 570 crores, over 90 
per cent of this being the share of Madhya 
Pradesh alone. The northern India, 
comprising alone Uttar Pradesh which 
is the most populous state in India, has 
an investment of the order of Rs 137 
crores. This works out to 4.5 per cent of 
the total investment, which indeed is very 
low. 

Assam in the extreme north-east, has a 
share of Rs 64 crores. However, if we add 
up the investment made in oil by the pub¬ 
lic sector, for which separate figures are 
not available in the annual report, 
Assam’s share would be larger. 

heavy concentration 

A brief analysis ol the public sector 
investment in different states of the count¬ 
ry shows that investment is heavily con¬ 
centrated in the eastern part—West Ben¬ 
gal, Bihar and Orissa; and also in Madhya 
Pradesh which has a rank number two in 
total investment in public undertakings. 
As against this, investment made in the 
north-western states—Punjab, Haryana, 
Delhi and Himachal Pradesh — is the 
lowest. Investment in the south (Tamil 
Nadu, Kerala, Mysore and Andhra Pra¬ 
desh) follows the middle path, while that 
in western India (Maharashtra and Guja¬ 
rat) and northern part of the country 
(Uttar Pradesh) hardly makes an impres¬ 
sive reading. 

Notwithstanding the fact that invest¬ 
ment in the eastern stales and Madhya 
Pradesh is mostly in steel, heavy engineer¬ 
ing and electrical sectors, which are 
essential for a rapid growth of the econo¬ 
my, one cannot at the same time fail to 
point out that such concentration of in¬ 
vestment in a few pockets of the country 
has led to concentration of basic industry 
in a few states and deprived others of the 
same. This is all the more difficult to un¬ 
derstand in view of the government’s 
avowed policy of encouraging regional 
balanced growth through decentralised in¬ 


dustrial development. 

This, at the same time, does not mean 
that heavy industry should be equally 
spread in all parts of the country. This 
would be highly undesirable as scarce re¬ 
sources would be wasted by establishing 
basic industry even when basic inputs are 
not available. However, seeing the pattern 
of industrial growth, one cannot fail to 
observe that the establishment of basic 
industry in the eastern states has not 
encouraged industrial activity over a wider 
area. Thus, while establishing basic in¬ 
dustry, it should be seen that maximum 
benefits of the same are spread over the 
largest possible area ol the country. 
In this connection the decision taken re¬ 
cently to set up mini-steel plants in the 
south is indeed to be welcomed. 

main facets 

A few conclusions follow from the 
above study. First the public investment 
in the industrial sector is heavily concent¬ 
rated in steel, engineering and chemical 
industries. This has been done to accele¬ 
rate the pace of economic development, 
as output from these industries would 
yield a large benefit to the economy. 
Secondly, while the largest investment is 
concentrated in the iron and steel sector, 
it is found that the performance of this 
sector does not make a happy reading. 
Much of this poor performance, as seen 
earlier, is due to the unwisely size of the 
Hindustan Steel and the gross inefficiency 
of the management. Thirdly, the engineer¬ 
ing sector, which is a large consumer of 
the output of the steel industry, also 
does not display an encouraging growth 
trend. Barring a few units like Bharat 
Earth Movers, Bharat Electronics and 
Hindustan Aeronautics, the remaining 
five units under study have not put up good 
performance. In fact efficiency of some 
of the units like Hindustan Machine Tools 
seems to be on tbc decline. 

» 

Fourthly, among the four chemical 
units under study, the two relating to ferti¬ 
lizers (FACT and FC1) are all right, but 
the other two (Hindustan Photofilms and 
Drugs and Pharmaceuticals) are not. 
We had suggested that if the management 
of the FCI was not decentralised it 
might not become a viable corporation. 
Fifthly, our study of the location of public 
sector undertakings points to highly un¬ 
even distribution of investment. While 
the eastern states and Madhya Pradesh 
have'a fairly nigh share of such invest¬ 
ment, the north-western states have hard¬ 


ly received any attention. Though equi- 
distribution of investment in different 
parts of the country was ruled out, it was 
however suggested that fruits of such in¬ 
vestment should yield a balanced industrial 
growth in the country, which had not hap¬ 
pened so far. 

references 

1. In fact these were running near full capacity 
during 1965-66, as evident from the data given be¬ 
low. However, since then the performance has been 
getting worse. 


Capacity utilisation in major 
branches of public sector iron 
and steel industry 


Year 

Hot 

Metal 

Steel 

Ingots 

Malleable 

Steel 

1965-66 

100 

95 

91 

1966-67 

99 

88 

82 

1967-68 

87 

70 

69 

1968-69 

69 

79 

87 


2 . Of course it would be extremely difficult to 
suggest that the management of these units is more 
efficient than in public sector steel plants/ It might 
be that if the management of these plants has to 
face the same troubles as in steel industry, its per¬ 
formance was equally bad. 

3. The company is entrusted with the develop¬ 
ment of the following projects: 

1. Heavy Machine Building Plant Ranchi, 
mainly designed to produce metallurgical 
cqu : pmcnl needed for the iron and steel 
industry; 

2. Foundry Forge Project — Ranchi, intended 
mainly to supply forgings and castings to 
Heavy Machine Building Project and Iieavy 
Machine Tools Project; 

3. Heavy Machine Tool Project -- Ranchi, 
designed to produce annually 10,000 tonnes 
of heavy machine tools, with a provision 
for the expansion of capacity upto 20,000 
tonnes. 

4. It is interesting to find that while (he 
rate of gross sales to capital employed declined 
only marginally during 1967-68 and 1968-69 as 
compared with 1965-66 just by one point from 
40.6 to 39.4 (1967-68) and to 39.8 (1968-69), 
the losses have been substantial. This is another 
way of saying that it was not so much the fall in 
output in machine tools which gave rise to losses 
in HMT, but some other factors. 

5. It has at present seven units under its control, 
Sindri, Nangal, Trombay, Gorakhpur, Namrup, 
Durgapur and Barauni. 

6. The following plants are controlled by the 
company; (he Antibiotic Plant, Rishikesh; tile 
Synthetic Drug Plant. Hyderabad; and the Sur¬ 
gical Instrument Plant, Madras. It is stated that 
although sales rose to R$ 105 lakhs during 1968-69 as 
against 9.1 lakhs in the previous years, the losses 
were fairly high. This was stated to be due to 
stiff competition from the imported products. 
Consequently until the various plums arc able to 
produce pharmaceutical products at competitive 
prices it would not be possible to justify tneir 
existence. 
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Economic philosophy 

of Ranade 


Thb writings in the nineteenth century in 
India, in the framework of the political 
movement, or as ancillary to it, had a clear¬ 
ly discernible economic content in the 
sense that the motivation was to serve the 
cause of the economic emancipation of a 
people In bondage. By the time Britain 
had established its governace over the 
greater part of the Indian sub-continent, 
India had a developed agricultural econo¬ 
my of the basic unit structure, labour- 
intensive, but profitable as an economic 
unit with the peripheral support ot cottage 
and village-level industries. The price 
spiral was by and large at a plateau of 
economic stability. The living standard of 
the community, compared to present-day 
levels, was also at a plateau governed by 
simple laws of demand and supply. There 
were pockets of concentrated wealth, but 
its manifestation was to a large extent in 
agricultural holdings fostering a sort ot 
paternal development of agricultural and 
quasi-agricultural pursuits: the multitude 
in the villages could make their living. 
Famines did come, in pockets or in a wave, 
but usually these were the direct results of 
wars or invasions and the resultant plun¬ 
dering and temporary cessation or disrup¬ 
tion of economic pursuits or not infre¬ 
quently because ot acts of God. The 
fundamental stability of the economic fab¬ 
ric however would generate adjutable 
economic forces over the economy as a 
whole, and the people would soon get 
back to their economic vocations and pur¬ 
suits, and the economy would soon pick 
up at the pristine levels. 

doctrinaire tenets 

The British government in the 19th cen¬ 
tury brought to bear on their meandering 
economic policies an application of the 
unduly doctrinaire tenets of political eco¬ 
nomy as formulated by them in the popu¬ 
lar English text books of the lily-white 
classical content. The purely axiomatic 
and hypothetical character of the classical 
theories of political economy was con¬ 
veniently glossed over. The presumptions 
as to the environments were also forgotten 
in deliberate econo-political manoeuvres. 

Friedrich List in Germany came down 


heavily on such suit-the-purposc applica¬ 
tion of economic principles. It was parti¬ 
cularly against the cosmopolitan princi¬ 
ple in the modem economic system that 
he protested, and against the absolute doc¬ 
trine of free trade, which was in harmony 
with that principle. He gave prominence 
to the national idea, and insisted on the 
special requirements of each nation 
according to its circumstances and es¬ 
pecially to the degree of its development. 

Friedrich List was not alone in pointing 
out the fallacy in presuming that classi¬ 
cal economic laws were universal in their 
application. Apart from many important 
continental economic theorists, there were 
a few in Great Britain even — Alfred But¬ 
ler for one—who were emphatically pro¬ 
testing against such a dogmatic and coloni¬ 
al application of the principles of econo¬ 
mic law-;. 

vehement criticism 

Criticism of the economic policies of 
the government during the greater part 
of the nineteenth century was vehement. 
The motivation was however principally 
political. The texture of such criticism did 
not bring out the economic fallacies in 
the enunciation and consideration of the 
principles of political economy. It was 
here that (Mr Justice) Runade stepped in. 
In fact it will not be incorrect to conclude, 
alter a research on the works of both List 
and Ranade, that Ranade had accepted 
List as his mentor. In the evolution of 
Indian economic and econo-political 
thoughts Ranade’s contribution was no 
less momentous than List’s contribution 
to the formulation of political economy 
in Germany in his time. 

Compared to his compeers, Ranade had 
two advantages : his accustomed eru¬ 
dition and an almost unsurpassed brilli¬ 
ance in the use of the English language in 
his time. Both of these-he brought to bear 
on the interpretation of his economic 
thoughts and in spotlighting the hollowness 
in the firraanent of economic policies of 
the British government in India. 

Because free trade was useful for Eng- 
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land, the government emphasised, it 
must be good for India also. Because the 
principles of laissezjaire suited the condi¬ 
tions of the British economy, the govern¬ 
ment imposed it on the Indian economy, 
and had the audacity to postulate that it 
would be equally beneficial to India, 
intentionally skipping over the fact of the 
non-existence or only marginal existence 
of a silken infrastructure of private enter¬ 
prise, already being annihilated systemati¬ 
cally by the British as an integral part of 
their establishment of political suzerainty. 
Ranade went about with remarkable 
aplomb to expose the incorrectness of 
these policies. 

Indian context 

Ranade took it upon himself the na¬ 
tional responsibility of proving that 
many of the assumptions at the back¬ 
ground of all dogmatic treatment of the 
subject of political economy were inappli- 
cable to India and also that, public policy, 
if it was really to further the economic 
development of the country, could not 
afford to ignore the peculiarities of the 
Indian context. 

In his exposition of the wanton dis¬ 
regard of the realistic tenets of the Indian 
economic condition by the government, 
what Ranade wrote became the plinth of 
our economic thoughts at that time.. As 
the assumptions (Ranade is referring to 
assumptions like enlightened individual¬ 
ism, completely free competition, mobility 
of labour and capital, etc.) did not hold 
good of even the most advanced societies, 
it was obvious that, in societies such as 
ours, they were chiefly conspicuous by 
their absence. 

There was neither the desire nor the apti- 
tudo for free and unlimited competition 
except within certain predetermined 
groups or grooves. Neither capital nor 
labour was mobile, nor entrepreneurship 
intelligent enough ta shift from place to 
place. Wages and profits were fixed and 
not elastic and responsive to change of cir¬ 
cumstances. Population followed its own 
law, being cut down by disease and famine. 
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Modi Steel Wires 

Paper clips are just one of |he thousands of end products 
Modi Steel Wires can be shaped into. The process begins 

at the Modi Steels plant where special steel is rolled for 
various kinds of wires and their end products. Wires of all 
forms and specifications, galvanised, black and special alloy 
can be drawn to meet your particular requirements. Modi Steel 
Wires are manufactured under rigid quality control and 
conform to l$l specifications. Modi Steels are licencee 
for l 5 / 28 Q/m 2 ~the highest guarantee of quality. 
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while was static and stagnant, 

and the bunipisf harvest of one year was 
needed to provide against the uncertainties 
of alternate bad seasons and two consecu¬ 
tive bad crops often brought about a fa¬ 
mine. In a society so constituted, the ten¬ 
dencies assumed as axiomatic were not 
only inoperative, but were actually de¬ 
flected from their proper direction. 

At the present time, when the principles 
of economic laws of money, profit, surplus 
and liquidity preference, as enunciated by 
Keynes and the post-Keynesian econo¬ 
mists, are applicable, in their respective 
spheres to both the continental and extra¬ 
continental countries like India, the eco¬ 
nomic concepts of Ranade have a look 
of comparative exaggeration. If one goes' 
through the stimulating works of Ranade, 
one would naturally realise that there was 
really a played-up emphasis on the in¬ 
applicability of the classical economic 
laws, and that this emphasis was delibe¬ 
rate. 

The classical economic principles very 
much suited the pursuits of the govern- 
ment, in the background of what came to 
be known as imperial preference. Ranade’s 
philosophy, which postulated that it was 
mainly the responsibility of the govern¬ 
ment to sponsor and accelerate industrial 
and agronomical development in the 
country, was diametrically opposite, and 
in order to achieve his points the political 
overtones in Ranadc's articles are under¬ 
standable. 

ioglorious concept 

To a student of Indian economic de¬ 
velopment, the concept of imperial prefe¬ 
rence fostered by the British rulers in 
India looms large as an inglorious con¬ 
cept, which wanted to develop the country 
as a producer of basic resources, required 
tor industrial development of the United 
Kingdom, and for ploughing back finished 
products in the vast Indian colony. 
Tariffs and licences, priorities, economic 
assistance, shipping and transport, in 
short every economic vehicle, was geared 
to this responsibility of the government. 

The country was thus being used for ex¬ 
port of raw material to aid industrialisa¬ 
tion of Britain and also as a market for 
dumping of the finished products of the 
British industry. As a result, while indus¬ 
trialisation could not take any mean¬ 
ingful step, agriculture was falling into 
pieces. Evert the tenancy laws and the 
settlement systems degenerated to produce 
a multitude of uneconomic holdings cont¬ 
rolled by pockets of vested taluqdari inte¬ 
rests, and there was no effort towards 
modernisatioh in the methods of cultiva¬ 


tions or towards introduction of collective 

forming. 

Ranade decided to hit the government 
hard on such economic policies, which 
he said were anti-national and retrograde 
to econoipic development. He made no 
bones about the fact that the govern¬ 
ment, which was filling up its exchequer 
by deploying its machinery of public finan¬ 
ce through taxation , tolls, excise duties 
etc., was bound under the modern con¬ 
cepts of government to plough back the 
public surplus in the industrialisation of 
the country and also in the modernisa¬ 
tion of agriculture and cottage industries. 
He thus developed the theory of public 
surplus in India and was all the time 
urging the government to set the pace of 
industrialisation in big cities, modernise 
the tenancy and settlement systems and 
rationalise the agricultural economy. 

remarkable contribution 

Another remarkable contribution by 
Ranade to the debate on public issues of 
economic significance concerned the ar¬ 
rangement under which ‘home charges' 
and 'imperial levies' were being repatriated 
to Britain in lieu of the so-called security 
and governance provided by the British 
in India. It was being urged that, after 
all, England had conferred on India the 
inestimable boon of peace and had made 
possible an orderly development of the 
country in all directions and that, there¬ 
fore, India’s losses due to the ‘drain' 
were as dust in the balance when weighed 
against these blessings. On this plea, as 
Gokhale pointed out before the Welby 
Commission, it would have been possible 
to justify every kind of government extra¬ 
vagance and unfairness. 

Ranade, too, would not go unchalleged 
such deceit in the formation of public 
policy lor economic development. The 
advantages to India of the British con¬ 
nexion, such as they were, or vice versa, 
were not capable of being precisely mea¬ 
sured. They were ihcrelore out of place 
in a discussion occupied with concrete 
and calculable items, just as much as the 
incalculable, though none the less real, 
advantages which England derived from 
India. 

Ranade considered the whole contro¬ 
versy as entirely academic and incorrect¬ 
ly opinionated, and a deliberate attempt 
to shift emphasis from the down-to-earth 
factors of economic development. At 
the best it can be said the analysis under¬ 
taken in connexion with the ‘drain’ theory 
did help to indicate various directions of 
urgent reform, and pointed to the exis¬ 
tence of a number of real grievances. It 
did not, however, furnish anything like a 


complete explanation of Indian poverty. 
The first Indian thinker to see the necessity ‘ 
of emphasizing many other more impor- j 
rant causes was Ranade, who was a path- 
breaker in this as in so many other matters. , 
Later writers perhaps did not always show 
Ranade’s insight and his exquisite sense ®t . 
proportion. , 

two considerations 

The effectiveness of Ranade’s posture 
should be judged against two considera¬ 
tions. First, he did provide a very effec- * 
five economic forum to the developing 
political movement of the country. 
The cudgels of Ranade were later taken 
up in the political manifesto ol the Indian 1 
National Congress increasingly. Second¬ 
ly, even in those early days of political 
movement, the thoughts ot Ranade com¬ 
pelled the government to come down to 
brass-tacks in matters ol development 
and principles of government. 

The government was certainly being 
obliged increasingly to take to economic 
measures leading to the industrialisation 
of the country in phases, and later to- . 
wards revision of the ryotwari settlement 
and even towards modernisation, of the 
agricultural units and methods. The 
measures taken might have (been only 
marginal, but they did certainly set the 
pace of things to come in the next few 
decades. 
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USA through British 


j0Ml«yaM*fltt«Uy 

London: 


and American eyes 


A British View 

Ever since the Congressional mid-term 
election in November, 1970, the US ad¬ 
ministration has pursued one over-riding 
objective - to get the economy moving. 
Having discovered that the combination 
ol a recession, high unemployment and 
inflation added up to a prescription for 
straight electoral poison, President Nixon 
threw policy into reverse. The balance ot 
payments, never a really major lactor in 
policy-making, was left to look after itself; 
we saw record budget deficits while the 
Federal Reserve was firmly told that it 
was expected to provide the monetary 
fuel for expansion. 

When it became apparent in mid¬ 
summer of last year that the policy was not 


working, further expansionary measures 
were accompanied by the devaluation ol 
the dollar. In order to secure growth 
without inflation the administration intro¬ 
duced the most comprehensive system ol 
wage price controls ever seen in the USA 
in peacetime. What was lacking was busi¬ 
ness confidence — the East Coast financial 
community and the big international com¬ 
panies did not look on the possibility of 
a trade war with the other industrialised 
countries with quite the degree ot relaxa¬ 
tion exhibited, at any rate outwardly, 
by Mr. John Connallv and his closest 
collaborators in the US Treasury. The 
Smithsonian settlement in December 
eliminated that particular cause for 
concern and formally recognised a subs¬ 
tantial dollar devaluation. 

Wall Street, which after a short-term 


upsurge in August had gone into a de¬ 
cline — the Dow Jones Industrial Average 
dipped to its low point for 1971 a few 
weeks before the end of the year — took 
heart once the uncertainties cleared. On 
April 18, the Dow Jones had reached 968, 
less than 30 points below the all-time peak 
in those far-off and trouble-free days in 
early 1966, and people were once again 
talking confidently of going through the 
1,000 mark. 

The Democratic primaries, normally a 
matter of passionate interest, seemed al¬ 
most an irrelevance. True, Senator 
Muskie's failures at the polls provided a 
surprise, as did the strong showing of Go¬ 
vernor Wallace (whose attempted assassi¬ 
nation has been for him an electoral 
blessing in an unusual disguise) and the 
re-cmcrgence of the seemingly ever-green 


Hubert Humphrey. But the only issue at 
stake apparently was who might gain the 
privilege of being beaten out of sight 
by President Nixon come November, and 
that was not something to get terribly ex¬ 
cited about. President Nixon was riding 
high. Just what he may or may not have 
achieved by his Peking spectacular did 
not really seem to matter, for at long last, 
the one pre-condition for his re-election 
appeared to be fulfilled, the economy was 
responding to treatment and for once the 
administration could claim that it was 
more or less on the target set in the game 
plan, according to the latest issue 
of the Ionian Bank's European News 
Letter . 

In the first quarter of the year Gross 
National Product in real terms grew at an 


annual rate of 5.3 per cent. This was mar¬ 
ginally below the rate achieved in the last 
quarter of 1971, but the recovery now had 
a much more lasting and broadly-based 
look. The savings rate remained high but 
the expansion in money incomes allowed 
the consumer to step up his expenditure 
nonetheless and with unemployment fears 
receding he did just that. Car sales in 
April set a new record. The upsurge in 
private housing, on the way ever since 
monetary restraints were eased and inte¬ 
rest rates fell, shows every sign of continu¬ 
ing. 

The latest set of leading business indi¬ 
cators in March were up again by 0.9 per 
cent, the ninth consecutive monthly in¬ 
crease. On the business front too, optim¬ 
ism suddely blossomed. A flood of good 
first quarter profit figures was accompanied 
by confident statements that the best wa$ 
yet to come and that profits would conti¬ 
nue rising not merely this year but 
through 1973. Most important, business 
and industry have been rediscovering 
their zest for investment. At the beginn¬ 
ing of the year forecasts suggested a rise 
in capital spending of some seven per cent 
this year. The latest survey has raised 
this lo well into double figures. 

II 

Poor Productivity Performance 

Inevitably there were one or two dis¬ 
cordant notes. On trade account the USA 
chalked up its largest-ever deficit in the 
first quarter, but with the expansion gett¬ 
ing under way and the adverse initial 
terms of trade effect of the dollar devalua¬ 
tion this was hardly surprising. In an> 
case, if foreigners were to amass too man> 
dollars for their liking, this was their head¬ 
ache, not Uncle Sam's. More worrying 
has been the poor productivity perfor¬ 
mance at a stage in the cycle when the 
gains should be above rather than belou 
average. In the first three months of the 
year productivity rose at an annual rate ol 
2.1 per cent, well below the underlying 
trend and sharply down on the average ol 
3.6 percent for the whole of last year 
It could, of course, be argued that, as ii 
result, the unemployment problem Will 
be eased more quickly, but on the othei 
hand inflationary pressures will be in- 
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creased and filiation baa been the main 
cause of w©rrj|so far this year. 

In the first guarier of the year prices 
throughout the economy rose at an an* 
nual rate of no less than 6.2 per cent, more 
than three times as fast as in the final 
quarter of last year and only fractionally 
below the rate in the bad old days towards 
the end of 1970. Some bulge in prices 
had been expected as the freeze imposed 
last August came to an end, but the figure 
still came as a shock to the administra¬ 
tion. The growth. target for the year — 
six per cent in real tesms—still looks with¬ 
in reach and should it be missed the 
shortfall should be insignificant. But the 
forecast 3.25 per cent inflation rate for 
1972 as a whole now looks wildly 
optimistic. Little wonder that Mr Peter 
Peterson, the Commerce Secretary, said 
that inflation remained “the toughest 
challenge we are facing now”. 

Industry seemed less worried, infla¬ 
tion with expansion is not stagflation — 
as long, of course, as the inflation rate 
does not actually jeopardise the continua¬ 
tion of expansion. (This incidentally is 
an attitude which the London Stock Mar¬ 
ket has also been reflecting for some time 
now). But such disregard for what until 
recently was regarded as a major threat to 
the American economy may not persist 
if the Price Board were to follow 
through with its suddenly very tough line. 
A series of pronouncements instructing 
companies to hold prices, or actually to 
roll back price increases, came as a dis¬ 
tinct shock and was one of the factors in¬ 
ducing a greater mood of caution on Wall 
Street. 

The impact of Viet Nam 

More important, however, has been the 
deterioration in the Viet Nam situation. 
The President’s talks in Moscow, which 
are taking place as I write, are, I believe, 
the most encouraging “non-event” in 
current international relations. Although 
American mines threaten Soviet ships they 
are at pains to avoid them lest they blow 
up the Soviet-American talks! Splendid! 

Though the business community has as 
a whole been anti-war for a long time it 
is still not psychologically adjusted—just 
as little probably as most Americans—to 
the possibility that the USA might for 
the first time in its history lose a war. A 
more vital factor in the equation is the fear 
that the high risk strategy adopted by 
President Nixbn could jeopardise the 
chances of his re-election. Whatever the 
Justice Department may have got up to, 
the President’s policy has not been as fa¬ 
vourable to Big Business as might have 
been expected from a Republican. The 
very existence of price controls is worrying, 


the prospect that they may be more strict¬ 
ly enforced — if only because more easily 
enforceable—than wage controls can only 
make for greater fears. 

But the chances are that any Demo¬ 
cratic President would take a tougher line 
with business than Mr Nixon, and this 
has become more likely as a result of the 
evident response which the “populist” 
line pursued by some Democratic runners 
has evoked. As Senator McGovern dis¬ 
covers that he really has a chance of secur¬ 
ing the Democratic nomination, even 
more if the situation were to develop in 
such a way that he saw a genuine possi¬ 
bility of becoming the next President of 
the United States, he would no doubt de¬ 
cide that a straight soak the rich ticket 
may not be the highroad to success. There 
are indications already that he, if not as 
yet necessarily his followers, have decided 
that a President cannot be elected with¬ 
out a compromise with some of the more 
conservative forces in the country. But 
that is for the future. 

For the moment all eyes arc on Viet 
Nam. This should not, however, obscure 
the fact that the economic prospect is 
now better than af any time since Presi¬ 
dent Nixon was elected. Whatever disas¬ 
ters may lie ahead in Viet Nam are un¬ 
likely to change this. And the chances are 
that even if Wall Street gets the jitters, it 
in common with most Americans, will 
come to recognise this. 

Ill 

An American View 

The US economy appears to be moving 
into a period of significantly faster growth 
according to the latest issue of the Chase 
Manhattan Bank’s Business in Brief. Re¬ 
cent experience does not as yet confirm 
the more extremely optimistic forecasts 
for 1972, but it has revealed the most en¬ 
couraging indications of higher produc¬ 
tion and employment in several years. 

Industrial production has been rising 
for the past six months. In the most re¬ 
cent three-month period, the annual rate 
of gain averaged a healthy 7.4 per cent. 

The average manufacturing employee 
worked 40.4 hours a week in February — 
the best figure in more than two years. 
Rising hours of work are usually early 
signs of a faster increase in the number of 
available jobs. 

Employment has been growing rapidly; 
more than two million new civilian jobs 
have been created since mid-1971. While 
the unemployment rate is still too high 
(in part because of abnormal growth in 


the civilian labour force) the job climate. 
has clearly improved. I 

Economic growth promises to be not, 
only faster but also more broadly-based' 
in 1972 than it was during the first year ot. 
recovery from the 1969-70 recession. In 
1971, there was marked improvement in 
sales by the consumer goods industries, 
and the beginning of a real boom in home- ; 
building. But business investment—always 
the key to a vigorous and sustained adva¬ 
nce in the economy — was virtually flat, 
during most of the year. 

Business investment in new plants and 
equipment began to level off in the second 
half of 1969. The principal weakness was [ 
in the manufacturing industries, which 
were handicapped by the existence of con¬ 
siderable excess capacity in the face of a 
slowdown in sales. Companies in many . 
lines of business — not just in manufactur¬ 
ing — also found their ability to finance 
new investment severely eroded by rapid¬ 
ly falling profits. But profits began to im¬ 
prove in 1971, and are still rising in 1972. 
And the Revenue Act of 1971 provided the 
seven per cent investment tax credit and . 
liberalised depreciation rules as additional 
incentives to invest. The response has 
been good. 

New orders for capital goods increased , 
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iharply in late 1971 and early 1972. 
Capital investment began to rise mo- 
Jestly late last year and recent surveys of 
business investment plans indicate a good 
ncrease of 10 to 11 per cent for 1972. By 
:ontrast, investment rose by a total of less 
:han four per cent in the two years 
setween the third quarters of 1969 
tnd 1971. 

Business investment in inventories also 
nade little contribution to economic 
growth in the past two years. In a three 
ihousand million dollar company, in- 
/entories should normally rise by *7,100 
Trillion a year. In 1970 and 1971, the 
;ain averaged only 2,500 million a year. 
But here too, the outlook appears to be 
mproving. 

More businessmen report either that 
their inventory cutbacks have been com¬ 
peted or that inventories are now too 
low. The inventory-sulcs ratio for all busi¬ 
ness is at its lowest point in more than five 
years, implying that stocks of finished 
goods, work in progress and materials 
must be increased to service growing 
sales. The recent pattern of production 
gains itself indicates that inventories are 
being rebuilt. 

As the expansion spreads from con¬ 
sumer goods and homebuilding to busi- 


nesjiirtvestment, the outlook is also im- 
projtptg for producers of basic materials. 
Already there is encouraging evidence of 
growth in demand for chemicals, metals 
and ,other materials. 

If recent trends continue, US growth in 
1972 will fall well within the 5 to 6.5 
per cent range predicted by most forecas¬ 
ters. For perspective: if the US growth 
rate reaches six per cent—which now 
seems a real possibility—this would repre¬ 
sent the largest advance since 1966. And 
it would be significantly greater than total 
growth for the last three years put 
together. 

Faster growth will not, of course solve 
all the domestic economic problems of 
the United States. Unemployment, es¬ 
pecially amonjg minority groups, poverty, 
pollution and inflation are too fundamental 
and too complex for that. 

Nevertheless, faster growth is essential 
for real progress in most of these basic 
problem areas. Six per cent growth would 
bring a reduction in unemployment, al¬ 
though probably slowly at first, and would 
set the stage for further improvement in 
the job situation in 1973. It would provide 
more of the funds — both public and pri¬ 
vate — required to reduce pollution 
and alleviate poverty and would create a 


climate in which the battle against in¬ 
flation might be waged more succesftrtly. 

Many nations have found that U is 
difficult if not^ impossible to follow non¬ 
inflationary policies while unemployment 
is high; to do so defies the reality of politi¬ 
cal priorities but as the US economy turns 
upwards, fiscal and monetary moderation 
become both more economically approp¬ 
riate and more politically acceptable. Thus 
the Chase Manhattan Bank blandly con¬ 
cludes that the improving prospects for 
economic growth in 1972 also offer a 
new opportunity to make progress in 
moderating US inflation. 

1 find it interesting to note that if the 
facts and figures above are changed into 
those covering the current UK economy 
eventually the same picture emerges—a 
basically optimistic outlook, perplexed 
but not unduly worried, by expasion 
with staggered inflation rather than 
stagflation. 

Sources and acknowledgement: The 
foregoing summarises recent reports by 
(a) the (British) Ionian Bank, 64 Cole¬ 
man Street, London EC2R: SBD and the 
(American) Chase Manhattan Bank, New 
York, N.Y. 10015, but neither bank is res¬ 
ponsible for the emphasis of my summary 
nor for my interspersed comments, based 
on a variety of sources. 
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The aetpittaf of Miss 

Angola Davis fy a court in the US, on 
the oasis of m unanimous verdict of 
‘not guilty’ by |n all-white jury, is a heart 
warming indication, of the vitality of those 
progressive and indeed revolutionary forces 
which currently seem to make up the essen¬ 
tia) American ethos. It has been demonst¬ 
rated to the world that American law, 
American justice and indeed American 
public opinion are powerfully relevant 
institutions in the free society which the 
United States ;basically is. The Establish¬ 
ment has been shown to be without the 
authority or power to rebel or even 
wanting to rebel against the Rule of Law. 

In contrast we have in this country the 
outrageous episode of the Nagarwala 
affair. Let it be said to our shame as a 
people that the powers-that-bc have so 
far been successful in suppressing truth 
and suggesting falsehood. In spite of the 
fact that the scandal cries out to be pro¬ 
perly investigated, the government has 
been able to keep the doors of its cup¬ 
boards stubbornly shut and its skeletons 
securely secreted. Worse still, the Fina¬ 
nce Minister had the audacity to 
say in Parliament that it did not matter 
who else was dissatisfied since he him¬ 
self was completely satisfied that no 
inquiry was called for. After this, there 
cannot be many Indians who can honestly 
take pride in the way in which the politi¬ 
cians in power are assisting — if this is 
the word — this country in realizing its 
democratic destiny. 

'The Hindustan Times' 

has a certain editorial point of view 
on Indo-Pakistan relations and it must be 
said to its credit that it has been arguing its 
case with a vast professional competence as 
wejl as great conviction, 1 am therefore 
left to wonder why it has chosen to go out 
of its way to invite damage to its credibi¬ 
lity by laboriously attempting to ques¬ 
tion the authenticity of the account which 
an Italian woman journalist has given of 
what Mr Rhutto has said to her about 
Mrs Gandhi. 

In a leading article in its issue of 
June 5. this newspaper has been at 
pains to prove that Miss Oriana Fallaci 
is a superficial and unreliable journalist. 


Since there'was never, any danger that Miss 
Fallaci would be mistaken in any quarters 
for another Walter Uppmann or James 
Reston or even another Kuidip Nayar, 
The Hindustan Times' effort was a curiously 
misdirected expenditure of mental and 
physical energy. The point is that Miss 
Fallaci did interview Mr Bhutto and that 
the latter has not so far written to Mrs 
Gandhi — as he could very easily have 
dope if such were the case—that he did 
not use against her the offensive language 
which Miss Fallaci has attributed to him. 
It follows that the caption given in The 
Hindustan Times editorial viz., “An inter¬ 
view Mr Bhutto disclaims” is most defi¬ 
nitely inaccurate. 

Mr Bhutto himself has so far said noth¬ 
ing one way or the other and, even on 
his behalf, it has not been denied that there 
was this interview. The only question is 
whether Miss Fallaci has exaggerated or 
distorted Mr Bhutto’s observations and if 
so in what way and to what extent. To say 
that some people feel that they have reason 
to regard her as a thoroughly unscrupu¬ 
lous and dishonest reporter is certainly not 
the most satisfactory way of establishing 
the proposition that she must necessarily 
be lying about what Mr Bhutto had said 
to her during the interview, it is to be pre¬ 
sumed after all that, when the President 
ol Pakistan gave an interview to a foreign 
journalist, certain obvious precautions 
would have been taken. First, the journa¬ 
list’s credentials would have been exa¬ 
mined and secondly arrangements made 
to maintain a true record of what had pass¬ 
ed at the interview and also to check 
against this record the account which was 
to be published, ft could therefore not 
have been easy lor Miss Fallaci to get a 
grossly inaccurate report of the interview 
passed by Mr Bhutto’s secretariat unless 
she had double crossed Mr Bhutto by 
publishing an account which was cooked 
up without the knowledge of Mr Bhutto's 
office. 

Neither Mr Bhutto nor any spokes¬ 
man of his has so far alleged that Miss 
Fallaci has played such a trick. In any 
case, there is ample internal evidence in 
Miss FallaciYaccouqt to suggest that she 
could not have fabricated Mr Bhutto's ob¬ 
servations about Mrs Gandhi. To have 
been, able to do this she should have had 


not only vivid imagination but also : 
a degree of background knowledge of 1 
both Mr Bhutto and Mrs Gandhi which' 
she is unlikely to have come by. it may 5 
be readily granted of course that the 
Fallaci interview should not be allowed to' 
upset the summit schedule. There has' 
been no sign, of course, that New Delhi 
would be inclined to act that way. Mr 
Bhutto is, for the time being at any rate, 1 
the President of Pakistan and if the govern¬ 
ment of India wishes to do business with 
the government of Pakistan, the Prime' 
Minister has to sit down with the Presi¬ 
dent for talks. This is the long and the 
short ol it, but this does not mean that' 
Mrs Gandhi has to (or can) be lulled into a! 
belief that Mr Bhutto is other than what he 
is. 


Mr Romesh Thapar has 

been writing a lot on the politics of ceilings 
in recent issues ol Economic ami Political 
Weekly . It is easy to see that Mr Thapar is 
trying to get at something, but it is rather 
difficult to discover what he is trying to get 
at. Take, for instance, the following pas¬ 
sage from his column in the issue of May 


“The whole point of the ceilings demand 
is to get at surplus land tor the landless. 1 
Judging from the way the debate sways to 
and fro, we have lost sight of our objective. 
Bits and pie;e$ of surplus land here and 
there will become available, but the re¬ 
settling of this surplus will present massive 
problems — even though the conviction 
persists that the loopholes will be many, 
what with double-cropping hardly pra¬ 
ctised and village records in utter con¬ 
fusion. The truth is that no one has 
done a total exercise. As for the old 
war cry, ‘Land to the Tiller', it is not 
heard". 

Now compare what he has said here 
with what follows in his column in the 
issue of May 20: 

“The fundamental flaw in the reasoning 
of the Congress leadership is the attempt 
to tie up the concept of ceilings with dis¬ 
possession. The two objectives are diffe¬ 
rent and should be sought at different 
levels. To attempt a single formula to 
serve two objectives — or to kill two birds 
with one stone! —is not possible in the 
mixed-up muddle that is the Congress 
party. The tackling of one objective is 
impossible enough in democratic condi¬ 
tions, but no one seems to think so". 
The country is being tormented by 
confused coun¬ 
sel. Mr Thapar, 
like so many 
of us, has much 
to answer for. 


MOVING 
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rs on Monday, June 26,1972. 


4 Sardar Ujjal Singh 

s/o Late Sardar Sujan Singh 
12 Kasturba Gandhi Marg, New Delhi 
Industrialist & Agriculturist 
Chairman 

The New India Industrial Corporation Ltd 
Raghvendra Industrial Research Foundation 
Director 

Continental Device India Limited 

5 Raizada Seth Madan Lai Modi 

s/o Late R. B. Seth Multani Mai Modi 
Modi Bhawan, Modinagar 
Industrialist 
Managing Director 
Modi Industries Ltd. 

Director 

Modipon Limited 

Modi Spinning & Weaving Mills Co. Ltd. 
Modi Electric Supply Co. Ltd. 

Modi Trading & Industrial Syndicate Pvt. Ltd. 
R. B. Gujarmal Modi & Bros. Pvt. Ltd. 

Patiala Flour Mills Co. Pvt. Ltd. 

Chiranjilal Multanimal (R.B.) Pvt. Ltd. 
Associated Tubewells (India) Pvt. Ltd. 

President 

Indian Sugar Mills Association, U.P. Region 
Vice President 

Indian Soap & Toiletries Makers’ Association 
Member 

AH India Distillers’ Association 
Indian Sugar Mills Association 

6 Mr. Narendra Kumar P. Salve. M.P. 

s/o Late Mr. P. K. Salve 
Mount Road, Nagpur 
Chartered Accountant 
Director 

Allwyn Cooper (P) Ltd. 

Allwyn Mercury Northern India Pvt. Ltd. 

7. Seth Vinay Kumar Modi 

s/o R.B. Seth Gujar Mai Modi (Padma Bhushan) 

Modi Bhawan, Modinagar 

Industrialist 

Managing Director 

Modi Industries Ltd. 

Patiala Flour Mills Co. Pvt. Ltd. . 

Director 

R. B. Multanimal & Sons Pvt. Ltd. 


President 

Western U.P. Productivity Council 

Northern India Chamber of Commerce & Industry 

Member 

Steel Furnace Association of India 
Engineering Association of India 

8. Mr. Ramoshwar Thakur 

s/o Late Mr. Parmeshwar Thakur, 

A-4, Anand Nikctan, Moti Bagh II, 

New Delhi-23 
Chartered Accountant 
Director 

Export Credit & Guarantee Corporation Ltd. 

President 

Anand Niketan Co-operative Housing Society Limited 
Vice Chairman 

Delhi State Co-operative Housing Finance Society Ltd. 

9. Mr. Chandra Kisan Daphtary 

s/o Late Mr. Kishanlal Daphtary 

A-8, Maharani Bagh, Ring Road, New Delhi 

Senior Advocate , Supreme Court 

Director 

Swadeshi Polytcx Limited 

10. Mr. Harbans Singh Mehta 

s/o Late Sardar Pritam Singh Mehta 

33 Regal Buildings, Parliament Street, New Delhi-1 

Stock & Share Broker 

Director 

Bharat Steel Tubes Ltd 

Delhi Stock Exchange Association Ltd. 

Drilmac Ltd. 

Escorts Ltd. 

Gigi (P) Ltd. 

Goetze India Ltd. 

Industrial Cables India Ltd. 

Panchshila Co-operative House Building Society Ltd. 
Punjab & Sind Bank Ltd. 

Rathi Ispat Ltd. 

Sekai (P) Ltd. 

Sikands Ltd. 

Shree Vindhya Paper Mills Ltd. 

Telefunken India Ltd. (Alternate Director) 

Universal Steel & Alloys Ltd. 

Usha Forgings & Stampings Ltd. 

Usha Spinning & Weaving Mills Ltd. 

Tara Hotel Ltd. 

International Computers India Mfrs. Co. Ltd. 
(Alternate Director) 
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| SHARE CAPITAL r 

| A. Authorised : Rs. 

| 60,00,000 Equity Shares of Rs. 10/-each \j/ 6,00,00,000 

I 2,00,000 9-1/2% Cumulative Redeemable 
I Preference Shares of Rs. 100/- ead)t 2,00,00,000 

I 20,00,000 Unclassified Shares of Rs. 10/- each 2,00,00,000 

1 ’ 10,00,00,000 


B. Issued, Subscribed & Paid Up. Rs. 

77 Equity Shares of Face Value 

Rs. 10/- each allot¬ 

ted to the subscribers 
to the Memorandum of 
Association of the Com¬ 
pany which have been 
fully paid up in cash 770 

4,49,923 Equity Shares of 

Rs. 10/- each subscrib¬ 
ed by and allotted to 
Directors, Business As¬ 
sociates and employees 
of the Modi Group, on 
which Rs. 5/- per share 
are paid up in cash. 44,99,230 
8,00,000 Equity Shares of Rs. 

10/- each subscribed by 
and allotted to Modi 
Industries Limited on 


Rs. 
Paid Up 


770 


22,49,615 



which Rs. 5/- per share 


40.00.000 

7.50,000 

are paid up in cash 

Equity Shares of Rs. 
10/- each subscribed 
by and allotted to 
Modipon Limited on 
which Rs. 5/- per share 
arc paid up in cash. 
Equity Shares of Rs. 
10/- each subscribed by 
and allotted to Modi 
Spinning & Weaving 
Mills Co. Ltd. on which 

80,00.000 

4.00,000 

75,00,000 

37,50,000 


Rs. 5/- per share are 
paid up in cash. 

Total : 


40,00,000 20,00,000 

240,00,000 120^00,385 


C. Present Issue for cash at par : 

36,00,000 Equity Shares of Rs. 10/- each 

D. Out of the Present Issue : 

1,30,000 Equity Shares of Rs. 10/- each have 
been reserved for allotment to The 
Industrial Credit And Investment 
Corporation of India Limited for 
cash at par. 

1,70,000 Equity Shares of Rs. 10/- each have 
been reserved for allotment to Indus¬ 
trial Finance Corporation of India for 
cash at par. 

1,30.000 Equity Shares of Rs. 10/- each have 
been reserved for allotment to Unit 
Trust of India lor cash at par. 

2,20,000 Equity Shares of Rs. 10/- each have 
been reserved for allotment to Life 
Insurance Corporation of India for 
cash at par. 

Toim : 


Rs. 

3,60,00,000 


13,00,000 

17,00,000 

13,00,000 

22,00, 000 

65,00,000’ 



E. Now offered to the public for subscription for 
cash at par: 

29,50,000 Equity Shares of Rs. 10/- each 2,95,00,000 

TERMS OF PAYMENT 

On Application Rs. 2.50 per share 

On Allotment ' , Rs. 2.50 per share 

Batance in two equal calls to be made as 
may be determined by the Board of Direc¬ 
tors of the Company with an interval of 
atleast two months between each call Rs, 5.00 per share 

Rs. 10.00 per share 

UNDERWRITERS 

Out of the present issue of 29,50,000 Equity Shares of Rs. 10/- 
each of the value of Rs. 2,95,00,000 to the public, Equity Shares 
of the value of Rs. 2,65,00,000 have been underwritten as follows: 


Amount 

Name of Underwriter Underwritten 

Rs. 


1. Industrial Development Bank of India, 

Bombay-1. 50,00,000 

2. Life Insurance Corporation of India, 

Bombay-20. 28,00,000 

3. Unit Trust of India, Bombay-1. 27,00,000 

4. U.P. State Industrial Corporation Ltd., 

Kanpur. 40,00,000 

5. The Industrial Credit A Investment Corpora¬ 
tion of India Limited, Bombay-20. 37,00,000 

6. Industrial Finance Corporation of India, 

New Delhi-1. 33,00,000 

7. Harbans Singh Mehta & Co., New Delhi-1. 4,00,000 

8. Lewis & Jones, Bombay-1. 4,00,000 

9. Place, Siddons & Gough (P) Ltd, Calcutta-1. 4,00,000 

10. Champaklal Devidas, Bombay-1. 4,00,000 

11. Amrit Lai Bajaj & Co., New Delhi-1 4,00,000 

12. Chimanlal J. Dalai & Co., Bombay 3,00,000 

13. Raja Ram Bhasin & Co., New Delhi-55 2,00,000 

14. H.P. Mehta & Co., New Delhi. 2,00,000 

15. Bharat Bhushan A Co., New Delhi-1. 2,00,00(1 

16. Vinod Kumar & Co., New Delhi. 2,00,000 

17. D. S. Purbhoodas A Co., Bombay-1. 2,00,000 

18. L. K. Pandey, Bombay-1. 2,00,000 

19. Batlivala 8c Karani, Bombay-1. 2,00,000 

20. Valji Bhimji, Bombay-1. 2,00,000 

21. M. Nanjappaiah Jahgirdar. Bangalore-42. 2,00,000 

22. Stewart & Co., Calcutta-1. 2,00,000 

23. D. B. Malhotra & Co., New Delhi. 2,00,000 

24. Behari La! & Co., New Delhi. 1,00,000 

25. B. K. Khullar A Co., New Delhi 1,00.000 

26. Jalan A Co., New Delhi. 1,00,000 

27. K. B. Malik & Co., New Delhi. 1,00,000 

28. Jiimnadass Morarjcc & Co., Bombay 1,00,000 


Total : 2,65,00,000 


Modi Industries Ltd. (the promoters) have gi’vcn an undertaking 
to the underwriters that in the event of the Equity capital of the 
value of Rs. 295 lakhs now offered to the public being under- 
subscribed by the public, the said Modi Industries Ltd., and/or 
their associate companies shall, without charging any under¬ 
writing commission and/or brokerage, take up the first 3,00,000 
Equity Shares of Rs. 10/- each not subscribed for before calling 
upon the underwriters to discharge their respective under¬ 
writing obligations. 

IMtodi ucensed by 




TECHNIC*! collaborators 

Continental ?jGummi-Werke A.G., Hannover, West Germany. 

auditors 

Singfri A Co., Chartered Accountants, 

New Asiatic Building, H-Block Connaught Circus, New Delhi. 

ISSUE HOUSE 

M/s Computech Corpn., 147, M.G. Road, 3rd Floor, 

Opp : Indian Airlines, Fort, Bombay-1. 

LEGAL ADVISERS TO THE ISSUE 
J.B' Dadachanji & Co., Advocates, 

Jeevan Vihar, 3, Parliament Street, New Delhi-1. 

bankers to the issue 

1. First National City Bank, 3 Parliament Street, New Delhi-1, 
and their other branches. 

2. Punjab National Bank, Parliament Street, New Delhi-1 
and their other branches. 

3. Bank of India, Janpath, New Delhi-1 
and their other branches. 

4. State Bank of India, Parliament Street, New Delhi-1 
and their other branches. 

5. Bank of Baroda, Parliament Street, New Delhi 
and their other branches. 

BANKERS OF THE COMPANY 

1. First National City Bank, 3. Parliament Street, New Delhi-1. 

2. Punjab National Bank, Parliament Street. New Delhi-1. 

3. Allahabad Bank, Modinagar. 

MANAGERS TO THE ISSUE : 

Management ConsultationDivision, 

First National City Bank, 

Parliament Street, New Delhi-1. 

PRINCIPAL BROKERS : 

Harbans Singh Mehta & Co., 

33, Regal Building, Parliament Street, New Dclhi-1. 

Lewis A Jones, Bank of Baroda Building. 

Fort, Bombay-1. 

Place, Siddons A Gough (P) Ltd., 

6. Lyons Range, Calcutta-1. 

OTHER BROKERS : 

BOMBAY : 

'Champaklal Devidas, Bhupen Chambers, Dalai Street, 

Fort, Bombay-1. 

Chimanlal J. Dalai A Co., 107 Stock Exchange New Building 
Dalai Street, Fort, Bombay-1. 

Valji Bhimji, Old Stock Exchange Building, Dalai Street, 

Fort, Bombay-1. 

Batlivala A Karani, Union Bank Building, Dalai Street. 

Fort, Bombay-1. 

Morwanjee Bomanjee Dalai, Allahabad Bank Building, 

Apollo Street, Fort, Bombay-1. 

R. R. Nabar A Co., 31, Dalai Street, Bombay-1. 

Navalchand T. Shah A Co., Union Bank Building. 

Dalai Street, Fort, Bombay-1. 

Jamnadas Morarjee & Co., 8-10 Dalai Street, 

Fort, Bombay-1. 

P. R. Subramaniam A Sons, 70-A, Stock Exchange Building, 
\pollo Street, Fort, Boinbay-l. 

L. K. Pandey, Maharashtra Bank Building, 45/47 Apollo Street, 
Fort, Bombay-1. 

D, S. Purbhoodas A Co., 10/11 New Stock Exchange Building, 


Apollo Street, Fort, Bombay-1. 

Parecha Brothers, 19, Stock Exchange Building. 

Apollo Street, Fort, Bombay-1. ■ 

DELHI : 

Amritlal Bajaj A Co., United India Life Building, F-Block, I 
Connaught Place, New Delhi-1. 

P. Roy A Company, 3/8, M.M. Road, Jn. 

Panchkuin Road, New Dclhi-55. t 

H. P. Mehta A Co., Akash Deep, 3rd Floor, 

Barakhamba Road, New Delhi-1. 

Raja Ram Bhasin A Co., Jcewan Mansion, 8/4, Desh Bandhi 
Gupta Road. New Delhi-55. 

D. B. Malhotra A Co., 13, Stock Exchange Building. 

Asaf Ali Road, New Delhi. I 

Behari Lai A Co., 15, Stock Exchange Building, 

Asaf Ali Road, New Delhi-1. 

Bharat Bhushan A Co., H-45, Connaught Place, New Delhi-If 
Jalan & Co., Stock Exchange Building, Asaf Ali Road, \ 

New Delhi-1. * 

Vinod Kumar A Co., A-6, Connaught Place, New Delhi-1. 

K. B. Malik A Co., Atma Ram Mansion, Connaught Place 
New Delhi-1. 

J. C. Meh|a, 44, Delhi Stock Exchange Bldg., 

Asaf Ali Road, New Delhi-1. 

B. K. Khullar A Co., 31, Delhi Stock Exchange Bldg., 

Asaf Ali Road, New Delhi-1. 

CALCUTTA . 

Chunilal T. Mehta, 7. Lyons Range, Calcutta-1. 

Stewart A Co., 14, India Exchange Place, Calcutta-1. 

Murarka Bros., 7, Lyons Range, Calcutta-1. 

MADRAS: 

Paterson A Co., Vanguard House, III Floor, 

11/12, Second Line Beach, Madras-1. 

Kothari A Sons, Kothari Buildings, 

Nungambakkam High Road, Madras-34. 

HYDERABAD : 

P. B. Afzulpurkar, Sultan Bazar, Hyderabad (A.P.) 
BANGALORE * 

M. Nanjappaiah Jahgirdar, 205, Cavalry Road, Bangalore-42. 
Vijai A Co., 9, Eleventh Main Road, Malleswarum, Bangalore-3. 

AHMEDABAD : 

Chinubhai Chimanlal Dalai, Muharat Pole, Ahmedabad-1. 

PROSPECTUS AND APPLICATION FORM : 

Copies of the Prospectus and Application Forms may be obtain¬ 
ed from Registered Office of the Company, Underwriters, 
Brokers, Bankers to the Issue named herein or from their main 
offices, branches at places mentioned in the application form. 
Application must be made on the prescribed form onl> and in 
accordance with the instructions contained in the form, and will 
be refused if not so made. 

Application may be made only by residents in India and must 
be for a minimum of 50 Equity Shares or multiples thereof. 
Multiple applications are liable to be rejected. Application forms: 
properly completed must be delivered before the close of sub- ’ 
scriplion list together with full amount payable on application' 
to any of the Bankers to the [ssuc or their main offices/branches 
at the places mentioned in the application form. 


Qnlinenlal 






WINDS 


Tapping Australian 
i*:«larket 


VTie Vice-President of the 
federation of Indian Chambers 
*^»f Commerce and Industry, 
v Ax Charat Ram, who led a 
* v ix-man delegation to the last 
nonth’s Perth conference of 
■ he Confederation of Asian 
Chambers of Commerce and 
, ndustry, and later on visited 
"he other trading and industrial 
i entres ot Australia along with 
pis fellow delegates, told news- 
■jiien recently that the two 
vay trade between India and 
.Australia could be doubled 
^ vithin. the next two or three 
'ears if concerted efforts were 
nade. Currently, our exports 
o Australia are of the order 
. )f Rs 28 crorcs against import 
vorth Rs 33 crores. Besides 
providing preferential tariffs 
or imports from the Jess-de- 
/eloped countries, subject, of 
:ourse, to certain annual quo- 
as, Australia, Mr Charat Ram 
, .tated, had referred to its Tariff 
Board a comprehensive list 
)f items to critically examine 
he import tariffs applicable 
o them. This list included 
U,000 items which were charac- 
erised as excess margin items, 
.e. items on which the 
lifference between the general 
ind preferential rates of 
iuty exceeded 7J per cent 
, id valorem. Several other 
i terns, which bear a compara- 
. ively high rate of import levy, 
* lave also been referred to the 
"Tariff Board for critical exa¬ 
mination. The lowering of the 
iiigh tariffs which are appli¬ 
cable to countries other than 
Britain and Canada, should 
.help diversification of Austra- 
lia's imports. Our country can, 
Uhus, improve our exports to 
the affluent Australian market. 

. Mr Charat Ram felt that 
there were good prospects for 
j. increasing our exports to Aust¬ 
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ralia of such goods as jute 
manufactures, tea, tobacco, 
cotton yarn and textiles, ready¬ 
made garments, dyestuffs and 
machine tools, certain iron and 
steel manufactures (such as wire 
ropes, galvanised ropes and 
hardwares) electrical domestic 
appliances, footwear, canned 
products, etc. We, on the other 
hand, can import from Aust¬ 
ralia larger quantities of greasy 
wool, tallow and various non- 
ferrous metals. 

Referring to joint ventures, 
Mr Charat Rtim stated that 
his delegation hud noted that 
Australia, being a free econo¬ 
my, did not impose any rest¬ 
rictions on the import of capi¬ 
tal and technical know-how. 
Indian enterprises would be 
welcomed to set up industries 
cither on their own or in colla¬ 
boration of Australian counter¬ 
parts. The capital market in 
Australia was highly develop¬ 
ed. An Australian delegation, 
the F1CCI Vice-President ad¬ 
ded, was expected to visit India 
some time in the beginning of 
1973 to find out the scope for 
setting up joint ventures in 
India. One line which offered 
a promising scope for Indo- 
Australian ventures in India, 
he felt, was the processing of 
greasy wool and the production 
of wool tops, yarn, fabrics and 
knitwear. 

Mr Charat Rani disclosed 
that, on an invitation from the 
FICC1, the next conference of 
the Confederation of Asian 
Chambers of Commerce and 
Industry would be held in New 
Delhi in January-February 
1974. 

The Constitution 
(Twentyninth Amend¬ 
ment Bill) 1972 

The President has given his 
assent to the Constitution 


l x wcuLjriumu mucuuuwuu 

Bill, 1972. The Bill seeks to 
give protection under article 
31B to the Kerala Land Re¬ 
forms (Amendment) Act, 1969 
and the Kerala Land Reforms 
(Amendment) Act, 1971 by 
including them in the Ninth 
Schedule to the Constitution. 

It may be recalled that the 
Kerala Land Reforms Act 
1963 (Act 1 of 1964) is the prin¬ 
cipal land reform law in the 
state of Kerala and as includ¬ 
ed in the Ninth Schedule to 
the Constitution. Tn the course 
of implementation, the state 
government faced serious prac¬ 
tical difficulties and to over¬ 
come them, that Act was ex¬ 
tensively amended by the 
Kerala Land Reforms (Amend¬ 
ment) Act 1969 (Act 35 of 
1969) and by the Kerala Land 
Reforms (Amendment) Act 
1969 (Act 25 of 1971). Certain 
crucial provisions of the 
principal Act as amended were 
challenged in the High Court 
of Kerala and in the Supreme 
Court, creating a climate of 
uncertainty in the effective im¬ 
plementation of land reforms. 
Although the High Court of 
Kerala and the Supreme Court 
have generally upheld the 
scheme of land reforms envi¬ 
saged in the principal Act as 
amended, a few vital prov- 
sions have been struck down 
by both these courts. 

Liquidity Ratio 

According to a directive by 
the Reserve Bank of India, 
the minimum of the assets of 
each scheduled commercial 
bank that go to make its sta¬ 
tutory liquidity ratio shall be 
raised from 28 per cent to 29 
per cent of its aggregate de¬ 
mand and time liabilities with 
effect from August 4, 1972. 
This is in pursuance of the Re¬ 
serve Bank's earlier intention 
conveyed to banks at the com¬ 
mencement of the last (1971- 
72) busy season. Thus, the 
minimum liquidity ratio (in¬ 
cluding the statutory cash ba¬ 
lances of three per cent with 
the Reserve Bank) shall be 32 
per cent, against 31 per cent 
at present. The minimum net 
liquidity ratio that is applied 
to calculate the higher rate of 
interest on banks' borrowings 
from the Reserve Bank will, 
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at 34 pe{ cent. 

In a letter to banks, the 
Governor of the Reserve Bank, 
Mr S. Jagannathan, has urged 
th$m to build up adequate 
investments in government and 
other approved securities for 
plan requirements and also for 
providing the necessary cushion 
to meet the needs of the ensu¬ 
ing busy season. Recalling that 
the increase of Rs 590 crores 
in the deposits of scheduled 
commercial banks in the 1971- 
72 busy season had turned out 
to be somewhat higher than 
anticipated and that the pros¬ 
pects for higher deposit accre¬ 
tion during 1972 appear bright, 
the governor has said that the 
banks should have no difficul¬ 
ty in meeting any needs for 
contra-seasonal expansion of 
bank credit during the 1972 
slack season. 

India-Peru Trade 

The Instruments of Ratifica¬ 
tion of India-Peru Trade Agree¬ 
ment were exchanged in the 
Capital on June 6, between the 
Minister of Foregin Trade, 
Mr L.N. Mishra and the Am¬ 
bassador of Peru at New Delhi, 
H. E. Rene Hooper-Lopcz. 
With the exchange of Instru¬ 
ments of Ratification, the Trade 
Agreement between the two 
countries has come into force. 

The Trade Agreement bet¬ 
ween the two countries was 
signed at Lima on November 4, 
1971, when the Minister of 
Foreign Trade, Mr L.N. 
Mishra, visited Peru in connec¬ 
tion with the meeting of the 
Group of ‘77’. 

The Minerals and Metals 
Trading Corporation’s recent 
three years contract for the 
import of 54,000 tonnes of 
copper from Peru is one of the 
examples of the mutual desire 
for trade expansion embodied 
in the Trade Agreement. 

Exports from India to Peru 
during the period 1967-71 aver¬ 
aged Rs 63 lakhs and imports 
Rs 210 lakhs per year. India 
chiefly exports jute goods to 
Peru and imports raw cot¬ 
ton. 

There have been encourag¬ 
ing signs of expansion in the 
two-way trade with Peru 
following the signing of the 

JUNE t6,1972 





Agreement jit 1971. During 
1971-72 tat# is estimated at 
three croresf of rupees. The 
majot items pf India's exports 
to Peru are jute goods, cycle 
tyres and tubes, shellac etc. 
The mam items of import are 
raw cotton and antimony ore. 

With the coming into force 
of the new trade agreement, 
track exchanges between the 
two countries are expected to 
expand and diversify further. 
Besides cotton and antimony 
ore, India is likfcly to import 
copper, zinc, lead, tungsten 
etc. and export, apart from 
the traditional goods, a wide 
range of industrial items, such 
as bicycles and parts, hand- 
tools, wire ropes, mining 
machinery, textile machinery, 
railway and tele-communica¬ 
tion equipment etc. 

It is also expected that the 
two countries would co-ope¬ 
rate in setting up joint indust¬ 
rial units and joint shipping 
lines to their mutual advan¬ 
tage. 

The Trade Agreement pro¬ 
vides for reciprocal extension 
of most-favoured-nation treat¬ 
ment by the two countries in 
matters of trade and tariffs. 
It also provides for the ex¬ 
change annually of lists of 
goods in which the two count¬ 
ries are specially interested and 
for periodical consultations 
for the harmonius develop¬ 
ment, diversification and 
expansion of trade between 
the two countries. The agree¬ 
ment shall remain in force for 
a period of three years and 
thereafter for successive pe¬ 
riods of one year at a time. 

Space Commission 

The government of Tndia 
has decided to set up a Space 
Commission with immediate 
effect to promote the rapid 
development of activities con¬ 
nected with Space Science, 
Space Technology and Space 
Applications. The Commission 
will be headed by Prof. S 
Dbavan, Director of the Indian 
Institute of Science with head¬ 
quarters at Bangalore. 

The Commission will be 
responsible for formulating the 
policy, of the Department of 
Space and for implementing 
government’s policy in all mat¬ 
ters concerning outer space. 


In its' constitution and func¬ 
tioning the Space Commission 
will broadly follow the lines 
of the existing set-up of and 
functioning of the Atomic 
Energy Commission and the 
Electronics Commission. 

The Commission will consist 
of not less than four and 
not more than seven members; 
its chairman will also be the 
secretary to the government 
in the Department of Space. 
Prof. S. Dhavan, while conti¬ 
nuing Director of the Indian 
Institute of Science, Bangalore 
will be the first chairman of 
the Space Commission and 
Secretary to the government 
in the Department of Space. 

Raw Materials 

No export order will be 
allowed to fall through for 
want of raw materials such as 
steel, union Foreign Trade 
Minister, Mr L.N. Mishra, 
assured the engineering ex¬ 
porters recently. 

Inaugurating the Conference 
of Engineering Exporters, Mr 
Mishra also said that the situa¬ 
tion in 1972 in all major res¬ 
pects - - the supply of raw ma¬ 
terials, speedy grant of cash 
assistance and reduction of 
licensing delays — would cons¬ 
titute a definite improvement 
over 1971. 

Emphasising the need for 
speedily moving towards the 
achivcment of the national 
goal of self-reliance, Mr Mishra 
said: “We must adopt ener¬ 
getic measures to eliminate 
our dependence on foreign 
aid, which is often not without 
political and economic strings. 
However, self-reliance cannot 
become a living reality unless 
there is a massive increase 
in our export earnings". 

Referring to the * recent 
UNCTAD Conference, he said 
that developing countries can 
no longer take-for granted that 
rich countries would be will¬ 
ing to provide them with more 
aid to overcome their balance 
of payments difficulties. 

Mr Mishra stressed that in 
sharp contrast to the attitude 
of the western countries, the 
USSR government has taken 
attitude helpful to our export 
drive. He said there is great 
scope for increasing export of 


engineering goods to the USSR 
which can be doubkd or 
even trebled if their require¬ 
ments and specifications can be 
met. Describing the USSR 
as a great consumer market of 
everything, ‘more specially for 
engineering goods’, the Fo¬ 
reign Trade Minister said that 
by overcoming the raw ma¬ 
terial shortages the country 
can substantially step up its 
export. 

Indian Institute of Mass 
Communication 

The government of India has 
appointed a committee to re¬ 
view the performance of the 
Indian Institute of Mass Com¬ 
munication, which was set up 
as a centre for training, re¬ 
search and development of the 
media of mass communication 
in the country. The Commi¬ 
ttee has been set up under 
the chairmanship of Mr 
Dharam Bir Sinha, Deputy 
Minister of Information and 
Broadcasting. The Institute 
has been functioning as an 
autonomous body, registered 
under the Societies Registration 
Act, 1860, since January 1966. 

The Committee will make an 
assessment of the performance 
of the institute during the 
period from 1965-66 to 1971-72 
and how far it has contributed 
towards the fulfilment of the 
objects of the society as enunci¬ 
ated in its Memorandum of As¬ 
sociation. The committee will 
also examine whether the ex¬ 
penditure incurred during the 
period in question was com¬ 
mensurate with the results 
achieved. 

The members of the Commi¬ 
ttee are: MrG. Parthasarathy, 
Vice-Chancellor, Jawaharlal 
Nehru University; Dr Prodip- 
to Roy, Director of Research, 
Council for Social Development; 
Mr Eric D’Costa, Managing 
Director, Indian Institute of 
Public Opinion; Mr Jog Chat- 
terjee, Managing Director, Ad¬ 
vertising & Sales Promotion; 
and Mr I.P. Tewari, Director, 
Indian Institute of Mass Com¬ 
munication. (Member-Secre¬ 
tary). 

Mass Vasactomy Camps 

The role of mass vasectomy 
camps in reducing the birth 
rate from 37.1 per thousand 
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at present to 32 per thousai: 
by the end of the fourth fiv ( 
year Plan and25 in anolh< 
five to seven years w^ 
discussed recently in tl 
capital at the Conference i 
state Health Secretaries, At 
ministrative Medical Office 
and Family Planning Officer 

It was agreed that large-sea 
vasectomy camps on the lint 
of Ernakulam Camp in Ju 

1971, Thunjavur and Souf 

Arcot (Tamil Nadu) in Deccn 
ber 71 and January 72, Vis: 
khapatnam (Andhra Pradesl 
in November 1971, Gorakhpi| 
(Uttar Pradesh) in January 
February 1971 and Gujan 1 
state in December 71 and Jt 
nuary 72, would help achiev 
the set target of protecting 2 
million couples in the next tw 
years as against 12.9 miliio 
protected at present. Thi 
required over 10 million sic 
lisations performed durir 
this and next year; five miliio 
1UCD insertions and increar 
in the number of users of coi 
ventional contraceptives froi 
the present 2.2^ million t 
10 million. | 

Off-Shore Drilling 

The mobile platform for o 
drilling in the Bombay Hig 
area is due to be delivered t 
the Oil and Natural Gas Con 
mission in Japan by Scpteintx 
1972 and is expected toreac 
Bombay port in Novembt 

1972. Drilling for oil in th 
Bombay High structures is like 
ly to commence soon aftei 
wards. 

Meanwhile various prepare 
tory steps have already bee 
taken in connection with drill 
ing in the area. Detailed seis 
mic surveys to pinpoint locu 
cations for the first few well 
have already been completed 
The data pertaining to thes 
surveys is being processed b 
the French firm, which con 
ducted the surveys on contraci 

A number of ONGC techni 
cians have, in the meanwhile 
been sent abroad for training 
in off-shore work as part of th 
contract with the America*; 
firm. Oil International SA 
whose services would initiall; 
be used for one year for drill 
ing in the Bombay High acea. 

Drilling in Aliabet: Drillinj 
for another well in th* 
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fallow waters of the Gulf of 
ambay, off Aliabet islands, 
m . under consideration. Oil 
lias struck in the first well dril- 
|d in Aliabet West structure 
i March 1971. but on testing 
was found that it had no 
Jmmercial significance. Dril¬ 
ling is now proposed in the 
ijUiabet East structure. 

\ 

iugar output 

if, 

$, The latest figures released by 
tf'ie Indian Sugar Mills Asso¬ 
ciation show that the produc¬ 
tion of sugar in April — the 
. iventh month of the season 
propped to 193.000 tonnes, 
production in March was 

,92,000 tonnes. 

y 

i The principal reason behind 
j he sharp fall in sugar produc¬ 
tion in the current season is the 
Recline in cane acreage which 
£(educed the quantum of cane 
Supplies to the mills, particu- 
jhrly in northern India. The 
Supplies dropped further bc- 
rtouse of the reported diversion 
, )f cane to khandsari producers. 

’ The total production till the 
jnd of April this year suffered 
. i drop of over 500,000 tonnes 
at 3.0 million tonnes as corn- 
bared to the corresponding 
period of the 1970-71 season. 

: With despatches on account 
of internal consumption and 
exports standing at 2.29 mil¬ 
lion tonnes and 80,000 tonnes 
(respectively, the closing stocks 
at the end of April were lower 
at 2.03 million tonnes as com¬ 
pared to 3.16 million tonnes 
Ut the end of April, 1971. 

’Ordinance on Land 
Alienation 

] Alienation of vacant lands 
•in urban areas in Andhra Pra- 
.desh has been prohibited by an 
[Ordinance promulgated on 
jJune 5. The Ordinance came 
{into immediate effect. The 
I prohibition covers vacant lands 
jin the twin cities of Hyderabad 
jand Secunderabad and all dist¬ 
rict municipalities as also other 
areas notified as urban areas 
| for this purpose., 

Vollrath Plan 

t 

The Indo-German engineer- 
proNOMisr 


ing export prtii&btion project 
has been extegfei for a few 
more years to^nelp India in¬ 
crease its export bf engineering 
goods to West, Germany and 
other EEC countries. Also, 
the possibilities of promoting 
exports of wool textiles and 
other products within the 
framework of German techni¬ 
cal assistance are being exa¬ 
mined. 

According to West German 
government sources in Bonn, 
while W. Germany would help 
India increase exports of items 
which are important in world 
trade, it could not ask its im¬ 
porters in a free market eco¬ 
nomy to buy from particular 
countries. The W. German 
government has however ag¬ 
reed to India's proposal for 
prolongation of the export pro¬ 
motion programme for engi¬ 
neering goods, known as the 
Vollrath Plan which was started 
in 1967. 


Raw Goods Bank 

To help small-scale indust¬ 
ries, a raw material bank has 
been set up by the West Ben¬ 
gal Small Industries (WBSIC) 
Corporation and the state 
government has already moved 
the centre for making available 
82,000 tonnes of raw materials 
as a special quota. 

The functions of the West 
Bengal Small Industries' Cor¬ 
poration have been enlarged 
to enable it to function as a 
raw material bank for supply 
of raw materials to small indu- 
tries according to availability 
and set up three industrial es¬ 
tates — one each at Durgapur, 
Haldia and Salt Lake near 
Calcutta. 

The industrial estates of 
the Haldia and Salt Lake 
areas will be bonded indust¬ 
rial estates and will cater 
only for export orders to be 
secured with the help of the 
Trade Development Authority 
of the government of India. 

The WBSIC will also func¬ 
tion as an export house for 
small industries’ products ab¬ 
road. The corporation will act 
in close co-operation with the 


various export promotion 
councils. 

The state government is also 
considering setting up the 
North Bengal Industrial De¬ 
velopment Corporation to en¬ 
sure co-ordinated development 
of industries in the five back¬ 
ward districts of North Ben¬ 
gal. 

The state government has 
also adopted short term 
schemes to wipe out the pre¬ 
sent shortage of power of the 
order of 60 mw in south Ben¬ 
gal including the Calcutta in¬ 
dustrial area and prepared a 
comprehensive plan for the next 
decade when the power gene¬ 
ration gap is expected to shoot 
up to 1000 mw. 

Power Tariff in 
Haryana 

Power tariff for most cate¬ 
gories of consumers in Har¬ 
yana has been raised by 20 per 
cent. As a result of this, the 
annual income of the Haryana 
State Electricity Board, will 
increase by about Rs one crores 
—from Rs 19 to Rs20 crores. 

Certain categories of con¬ 
sumers have been, however, 
exempted from the new in¬ 
crease. These include agricul¬ 
turists who would not pay 
more for the power consumed 
at their tubewells. There would 
be no increase in the case of 
new industries for five years, 
i.e. the industries set up in 
1968 would not have to pay 
increased tariff until 1973. 

Also, there would be no in¬ 
crease for small-scale industries 
in such backward areas as 
Loharu, Bhiwani, Mahendra- 
garh and Jhajjar. The increase 
would also not apply to thres¬ 
hers and “tokkas” used by con¬ 
sumers for their personal pur¬ 
poses; it would only apply to 
threshers and “tokkas” used 
for industrial purposes. Do¬ 
mestic consumers up to 40 
units would also not have to 
pay higher electricity rates. 

According to Mr P.N. Sahni, 
Chairman of the Haryana State 
Electricity Board, the new in¬ 
creased rates were in most 
cases lower than those in some 


neighbouring states stich as 
Uttar Pradesh, Delhi and Ra¬ 
jasthan. In a few categories, 
thesj; were higher than those in 
Rajasthan and in many cases 
higher than those in Punjab 
where there had been no up¬ 
ward tariff revision since 1966. 
in Haryana, the return on the 
capital of the Board was 
six per cent as against 5.1 
per cent in Punjab. The go¬ 
vernment of India wanted this 
return to be eight per cent. 

Mr Sahni said that the in¬ 
crease became necessary be¬ 
cause the original rates were 
based on availability of hydel 
power which cost the Board 
only 5.5 paise per unit. Until 
December 1966, Haryana was 
consuming only hydel power. 
Now 30 percent of its con¬ 
sumption was thermal power, 
and this was likely to increase 
to 50 per cent in next two 
years. The average cost of the 
unit of thermal power was 
11.8 paise. 

Provident Fund 
Interest Raised 

The government of India 
has decided to increase the rate 
of interest on provident fund 
accumulations from 5.8 per 
cent to six per cent from the 
current financial year, it was 
officially announced recently. 
This action has been taken 
on the recommendation of the 
Central Board of Trustees of 
the Employees’ Provident 
Fund. 

World Bank Report 

According to the Press Trust 
of India, the World Bank has 
suggested that while India 
should strive for self-reliance, 
it should not over-emphasise 
import substitution policies to 
the extent that growth might 
be affected. This observation 
has been made in a report on 
the Indian economy which was 
considered by the Aid-India 
Consortium at its meeting in 
Paris on June 12 and 13. The 
Bank is believed to favour a 
gradual approach in the matter 
of import reduction and in¬ 
creased efforts at export pro¬ 
motion. 

The report takes note of 
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India’s essential import needs 
for step-up ift industrial pro¬ 
duction and ii five to six per 
cent growth (ate ip the econo¬ 
my and recommends a total 
of $ 1250 million as the desir¬ 
able level of external assis¬ 
tance including debt relief in 

1972- 73. A major question 
before the Consortium apart 
from the quantum of assistance 
that each member-country is 
willing to indicate, is the order 
of debt relief that should be 
provided for 1972-73. 

A World Bank 6tudy under¬ 
taken recently urged that India 
should be given debt relief at 
the rate of $200 million for each 
of the remaining two years of 
the fourth Plan—1972-73 and 

1973- 74. This implies a doubl¬ 
ing of the debt relief quantum 
provided in the past four years. 

State Budgets: 1972*73 

Assam; The Assam Chief 
Minister, Mr Sarat Chandra 
Sinha, presented a no-tax 
budget on June 5 for the year 
1972-73 showing a deficit of Rs 
1180.77 lakhs. The Chief Mini¬ 
ster. however, indicated that 
fresh taxes might be levied 
later on to raise additional 
resources. On the revenue side, 
the estimated receipts have 
been placed at Rs 113,83.56 
lakhs and expenditure at Rs 
119,52.24 lakhs. On capital 
account, receipts have been 
placed at Rs 144,88.54 lakhs 
and estimated expenditure at 
Rs 152,49.26 lakhs. 

Himachal Pradesh: DrY.S. 
Parmar, Chief Minister, who 
also holds the Finance 
portfolio, presented a tax-free 
budget for 1972-73 in the 
Himachal Pradesh Vidhan 
Sabha. The estimates show 
total receipts of Rs 8447.87 
lakhs, including domestic re¬ 
ceipts of Rs 3289.95 lakhs, 
grant-in-aid from the central 
government of Rs 2805.95 
lakhs and central loans of Rs 
2351.98 lakhs. 


On the expenditure side the 
estimates show a total spend¬ 
ing of Rs 9057.87 lakhs, in¬ 
cluding' non-Plan expenditure 
of Rs 5952.95 lakhs, Plan ex¬ 
penditure of Rs 2442 lakhs and 


the centrally-sponsored sche¬ 
mes of Rs 662.92 lakhs. 

The gap of Rs 610 lakhs has 
been left uncovered and Dr 
Parmar propose to meet it 
by obtaining special assistance 
from the central government. 

The main highlights of the 
budget are the announcement 
of a new transport policy, 
joining of the state in the 
Northern Zone Permit Scheme, 
uniformity in the rates of 
cesses, fees, levies etc. between 
the old and the new areas of 
the state including school fees 
for 9th, 10th and 11th classes, 
and abolition of all surcharges 
on land revenue. Dr Parmar 
said increases and decreases 
involved in the rationalisation 
of rates would not have any 
measurable impact on the re¬ 
sources of the state 

In order to bring about uni¬ 
formity between the old and 
the merged areas, the govern¬ 
ment had decided to abolish 
the attachment system in¬ 
herent in the nationalised mode 
of goods transportation hi¬ 
therto in force in the old areas. 
The rate of Goods Tax would 
now be Rs 2500 per annum and 
the rate of Token Tax Rs 1000 
per annum throughout the state 
with effect from July 1, front 
which date the attachment fee 
in the old areas would stand 
abolished. 

The Chief Minister said this 
step had been taken because 
of the state’s exclusion from the 
transport system of the North¬ 
ern Zone, which had been 
adopted by all the other eight 
states and the union territories 


Dena Bank 

The working results of Dcnu 
Bank for the- year ended 
December 31,1971, have shown 
a smart rise in net profit from' 
Rs 51.00 lakhs to Rs 65.14 
lakhs. This was made possible 
by the expanding activities 
of this nationalised bank. 
Its deposits rose by Rs 30 
crores to Rs 185 crores as 
against a rise of Rs 19 crores 
only in the preceding year. The 
tempo in branch expansion got 


hastened. Whereas. 93 new 
branches were opened in 1970 
this number . rose to 102 in 
1971. Out of these, as many 
as 91 branches were in rural 
and semi-urban centres. 

The increase in deposits en¬ 
abled a rise in advances. The 
total advances of the bank rose 
by Rs 11.03 crores to Rs 
121.77 crores during the year 
under report. The advances to 
agriculture, small-scale indus¬ 
tries, road transport opera- 
rators, retail trade, small busi¬ 
ness, exports, professionals and 
the self- employed persons 
were stepped up in keeping 
with the declared policy of all 
nationalised banks. In those 
districts which were assigned 
to the bank for“the lead role", 
the possibilities revealed in 
the surveys have now to be 
exploited for which the bank 
will have to strengthen its bases 
in these districts. 

Marine Products 

The deep-sea fishing industry 
earned Rs 44.55 crores in fo¬ 
reign exchange last year from 
the export of different varieties 
of fish, shrimp and lobster. 

Apart from contributing sub¬ 
stantially towards the foreign 
exchange earnings, the industry 
has helped to bridge the pro¬ 
tein gap in the dietary needs 
of the country. 

Efforts are being made to 
start the commercial exploita¬ 
tion of the oil-shore and deep- 
sea fish resources. The fourth 
five-year Plan envisages the in¬ 
troduction of 300 off-shore and 
deep-sea fishing vessels. The 
central government is provid¬ 
ing the infrastructure mainly 
in the shape of harbours, train¬ 
ing of personnel and resource 
surveys. 

Oil Drilling in Tripura 
and Kutch 

The Oil and Natural Gas 
Commission will start work on 
two important drilling projects 
in new areas during the current 
month. The projects are loca¬ 
ted in Tripura in the east and 
Kutch in the west. 

The ONGC has spent six 


field party-years in Tripur; 
since 1962 and has mapped I 
Structure in detail in the Bara 
mura area. The geological dab 
studies done by the Commis 
sion indicate good prospect 
for finding oil or gas at Bara' , 
mura. The reserves here car' 
be expected to be considerable 
since the structure is quite 
large. 

In the Kutch area, geologica' 
and geophysical mapping was 
taken up by the ONGC as early 
as 1956-57 when it sent Us first 
field parties for geological ane^ 
gravity-magnetic surveys. ( 

The two drilling projects 
in Tripura and Kutch can be 
considered part of the five-year 
operational plan of oil exploe 
ration and production beinj 
drawn up by the Oil & Nae 
tural Gas Commission. The 
plan was outlined in the Tech 
no-Economic Report jointly 
prepared by Soviet and ONGC 
experts last year. The Techno- 
Economic Study stipulates 
production of 28.62 miliior 
tonnes of oil over a period 
of five years, establishing a‘ 
production rate of eight mil-' 
lion tonnes of crude every-year 
towards the end of that 1 
period. 


Names in News 


The government has appoin¬ 
ted Mr B. Israni, Chairman, 
International Airports Autho¬ 
rity to represent on the boards* 
of directors of Air India and 
Indian Airlines Corporation- 
as one of the director. The re-! 
presentation of the Interna-* 
tional airports Authority on' 
the boards of the two airlines* 
will be in addition to the exist-* 
ing number of directors. 

t 

Dr Raja Ramamta has taken ’ 
over as the Director of the! 
Bhabha Atomic Research Cen - : 
tre at Trombay. This post was \ 
held by Mr H.N. Scthna, who J 
has now been elevated to the j 
position of Chairman of the 1 
Atomic Energy Commission. 
Dr Ramanna will also be ant 
ex-officio member of the j\to- - 
inic Energy Commission in-, 
charge of research and develop-. 
ment. 

I 
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llsha Martin 

S' 

fijsHA Martin Black (Wire 
pLopes) Ltd has obtained a 
Vtter of intent for setting up 
J* 50,000-tonne continuous cast- 
5jpg plant with a view to supple¬ 
menting the supplies of the 
fcpuch-needed high carbon steel 
iV-vhich is still being imported 
'in considerable quantities to 
%eet the increasing demands of 
industry. The company has 
thready promoted a new under- 
fiaking styled Usha Alloys and 
Steels Ltd for implementing 
Ithis project. Besides participa¬ 
tion by financial institutions 
f in its capital, the new com¬ 
pany will be making a public 
issue before the end of the 
Current year. When the plant 
.goes on stream the enginee¬ 
ring Industry will be assured 
‘bf timely supplies of this 
; Critical raw material which is 
posing a formidable problem to 
the industries located particu¬ 
larly in the eastern region. This 
. .was disclosed by the chairman 
Mr G.D. Jhawar while addres¬ 
sing the annual general meet¬ 
ing of the company. 

* The company which is cons¬ 
tantly engaged in exploring 
areas for further growth and 
diversification has taken on 
•hand a number of schemes 
which promise of handsome 
'returns to the company. The 
•company has already completed 
•all formalities for expanding the 
.^production of fine cords. Or¬ 
ders for plant and equipment 
.have been placed and produc- 
! tion is expected to commence 
•before the end of this year. 
With the start-up of production 
'the company will be catering 
'the widest possible range of 
'products for exports. It has 
'also received the necessary li¬ 
cences for expanding the pro- 
I duction of wires by 9000 ton- 
i nes. It will now'be possible for 
. the company to further diversi¬ 
fy and produce a very wide 


varieties of specialised wires 
for which the company has 
been able to develop the know¬ 
how by continuous experimen¬ 
tation and constant product 
research. The directors are 
confident that the company 
will able to meet effectively 
the new challenges and com¬ 
petition from the manufactur¬ 
ers of stainless steel wires, 
alloy steel and ball bearing 
wires and other varieties of 
highly specialised high tensile 
galvanised and black 
wires. 

Although the company can 
boasts of having one of the most 
modern wire drawing plants 
capable of producing quality 
wires at considerably high 
speeds the chairman felt that 
for the future growth of the 
company as well as for the 
country’s wire drawing in¬ 
dustry, efforts should be made 
to develop the supply of these 
sophisticated machines from 
indigenous sources. The com¬ 
pany is actively pursuing a 
scheme for manufacturing high 
quality machines and it has al¬ 
ready obtained the approval of 
the government for the neces¬ 
sary collaboration agreement, 
steps for installing plant and 
machinery towards the imple¬ 
mentation of this project will 
be undertaken in the near 
future. 

South India Shipping 

Although earnings of South 
India Shipping Corporation Ltd 
from freight have looked up 
from Rs 6.61 crores toRs 6.75 
crores, and (he income from 
other sources has improved 
from Rs 30.56 lakhs to Rs 
48.28 lakhs the gross profit has 
declined to Rs 2.97 crores dur¬ 
ing the year ended December 
31, 1971 from Rs 3.32 crores 
in the preceding year. The 
reduction in profit margins is 
attributed to a very steep rise 
in expenditure on items over 


Which the company has little 
or no control such as the in¬ 
crease in expenses on items such 
as bunker costs, insurance 
premia and protection and 
indemnity club fees, and sala¬ 
ries, wages and benefits to 
floating staff and ratings. Be¬ 
sides the larger provision for 
depreciation following the re¬ 
valuation of the deutsche mark 
ami the considerable loss in 
foreign exchange due to floating 
of currencies have also exerted 
their pressure on the profit 
margins of the company. This 
apart, due to the nature of 
voyages performed in 1971, 
the voyage expenses also re¬ 
corded a marked rise such as 
for stevedoring and cargo ex¬ 
penses. But the timely cont¬ 
ract for moving Indian ore to 
Romania concluded late in 
1970 had helped the company 
to produce the somewhat 
encouraging results for 
1971. 

Out of the gross profit the 
directors have allocated a sum 
of Rs 1.20 crores for deprecia¬ 
tion and Rs 1.10 crores for 
development rebate reserve. 
After adjusting credits and de¬ 
bits relating to previous years 
the profit and loss account is 
left with an amount of Rs 71.39 
lakhs out of which the interim 
dividend declared at the rate 
of 10 per cent on the paid-up 
capital of Rs one crore absorbed 
Rs 10 lakhs leaving a disposal 
amount of Rs 61.39 lakhs. 
Adding Rs 44,179 brought for¬ 
ward from the previous year's 
account there is a surplus of 
Rs 61 83 lakhs. Out of this a 
sum of Rs 61.50 lakhs was trans¬ 
ferred to the general reserve 
leaving a balance of Rs 33,090 
to be carried forward to the 
next year’s account. The di¬ 
rectors have recommended a 
final dividend of 10 per cent 
on the enlarged equity paid- 
up capital of Rs 2 crores. This 
will claim Rs 20 lakhs and it 
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will be paid out of the general 
reserve. 

Hindustan Sanitaryware 

a 

Marked increase: in output, 
substantial improvement in 
sales, handsome rise in profits 
and a significant thrust for¬ 
ward in export earnings are 
some of the solid achievements 
of Hindustan Sanitaryware and 
Industries Ltd during the year 
ended March 31, 1972. Dur¬ 
ing the year production shot 
up to 5002 tonnes, registering 
an increase of 1463 tonnes over 
1970-71. Sales soared to Rs 
2.09 crores from Rs 1.54 crores 
while gross profit swelled to 
Rs 57.41 lakhs from Rs 39.61 
lakhs in 1970-71. During the 
year earnings from exports were 
more than doubled and the 
company’s exports is currently 
accounting for 83 per cent of the 
total exports of sanitarywares 
from the country. Not con¬ 
tent with its past proud achieve¬ 
ments the company is making 
an all-out bid to improve its 
performance on all fronts. 
The company is installing its 
own generating station to over¬ 
come power shortages while 
arrangements are being made 
for the import of some sophisti 
cated machinery and equipment 
for improving the quality and 
quantity of production. Be¬ 
sides the company is installing 
its own grinding plant at Gur- 
gaon under a wholly-subsi- 
diary company—Messrs Cera¬ 
mic Services Ltd — which will 
ensure the company of regular 
supplies of fine raw materials. 

Out of the gross profit of 
Rs 57.41 lakhs, a sum of Rs 
11.81 lakhs was appropriated 
to depreciation reserve, Rs 
0.45 lakh to development re¬ 
bate reserve and Rs 25.82 
lakhs to taxation as aganist 
Rs 11.04 lakhs, Rs 1.15 lakhs 
and Rs 12.40 lakhs provided 
respectively in 1970-71. This 
leaves a net profit of Rs 19.33 
lakhs as compared to Rs 15.02 
lakhs in the previous year and 
the entire amount had been 
transferred to general reserve. 
The directors have proposed an 
equity dividend of 10 per cent 
which is 25 per cent higher 
than in the preceding year. 
The proposed dividend will ab¬ 
sorb Rs 7.38 lakhs and it will 
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be paid out 4f the general re¬ 
serve. 5 

Dunlop 

The directors of Dunlop In¬ 
dia Ltd have proposed to issue 
10 , 00,000 ordinary shares of 
Rs 10 each in the proportion 
oi one-for-ten at a premium 
of Rs 11 per share ranking 
pari pasu in all respects with 
the existing ordinary shares of 
the company. These shares will 
be offered for subscription for 
Gish to those shareholders re¬ 
gistered in the bjooks of the 
company on such date as may 
be determined by the directors. 

Indo-Burma Petroleum 

Indo-Burma Petroleum Co., 
a subsidiary of Indian Oil Cor¬ 
poration, has taken over the 
control of Balmer Lawrie & 
Co, following the acquisition 
of its shares from Duncan 
Brothers. Following the take¬ 
over the board of directors of 
Balmer Lawrie and the boards 
of subsidiary companies of 
Balmer Lawrie namely Bridge 
& Roof, Biecco Lawrie, In¬ 
dustrial Containers and Steel 
Containers have been reconsti¬ 
tuted. 

An agreement has been en¬ 
tered into by Indo-Burma Pet¬ 
roleum with Duncan Brothers 
for the acquisition of its 22.6 
per cent shareholding in Bal¬ 
mer Lawrie at the rale of Rs 
95 per share. (Rs 100 paid-up 
shares). Indo-Burma Petro¬ 
leum has also decided to ac¬ 
quire 27.6 per cent sharehold¬ 
ing of Balmer Lawrie from Alex 
Lawrie and Company, a sterl¬ 
ing company, at the rate of 
Rs 85 per share. The payment 
for the acquisition of these 
shares will be made in foreign 
exchange. It is significant to 
note that Indo-Burma Petro¬ 
leum over a decade has been 
the single largest shareholder 
of Balmer Lawrie with a hold¬ 
ing of about 30 per cent. With 
the acquisition of shares from 
Duncan Brothers and Alex 
Lawrie, lBP’s holding in Bal¬ 
mer Lawrie will increase to 
over three-fourths of the total 
shareholding. 

News and Notes 

Expansion and Diversification 

To soften the impact of re¬ 
cession in stationary diesel en¬ 
gines Fuel Injections is diversi¬ 


fying into the manufacture of 
spares suitable for automotive 
and tractor engines. But the 
management is implementing 
diversification programme a 
little cautiously so as to main¬ 
tain quality and, establish a 
strong foothold in the auto¬ 
motive field. Meanwhile the 
gallant efforts made by the 
company in the manufacture 
and marketing of precision 
gear pumps and other ancil¬ 
lary items have started 
yielding rich dividends and are 
expected to contribute signi¬ 
ficantly to earnings in the com¬ 
ing years. The overseas mar¬ 
kets also hold out promise of 
better business which by and 
large will neutralise the impact 
of fluctuations in demand in 
home markets. The company 
has taken on hand an ambi¬ 
tious modernisation prog¬ 
ramme and it has also sub¬ 
mitted to the government 
a proposal for substantial 
expansion. Meanwhile the 
management is considering cer¬ 
tain proposals for a technical 
tie-up with Bryce Berger whose 
collaboration agreement ex¬ 
pired in March 1969 and could 
not be extended. 

New Venture 

Choksi Tube Company Pri¬ 
vate Ltd is setting up at Vatva 
near Ahmcdabad a continuous 
mill for the production 
of stainless steel welded 
tubes. This is the first project 
of its kind in the country for 
the manufacture of stainless 
steel welded tubes on such a 
mass scale. Another remark¬ 
able feature of this new venture 
is that it is a cent per cent 
swadeshi project in the sense 
that this unit has been estab¬ 
lished entirely with local men 
and materials without receiv¬ 
ing any technical or financial 
assistance whatsoever# from 
abroad. Stainless steel welded 
tubes are at present not 
manufactured in the country 
except in limited quantities. 
The entire requirement is met 
through imports resulting in a 
substantial drain on the foreign 
exchange resources of the 
country. Moreover stainless 
steel tubes are essential com¬ 
ponents for such priority in¬ 
dustries as fertilisers, chemicals# 
pharmaceuticals food process¬ 
ing, dairy, brewery an a host 


of other industries. Choksi 
.Tubes is expected to save as 
much as Rs 1.20 crores in 
foreign exchange in full year's 
production. The capita! outlay 
on the project is estimated at 
about Rs 66 lakhs. 

New Issues 

The Tata Iron and Steel Com¬ 
pany Ltd is making the first 
public debenture issue and 
perhaps the biggest debenture 
issue ever made by a company 
in the private sector in the re¬ 
cent past. It is offering for pub¬ 
lic subscription mortgage de¬ 
bentures (1983-87) worth Rs 
15 crores. The subscription list 
for this fully underwritten issue 
opens on June 26 and will 
close on June 29 or earlier but 
not before June 28. The de¬ 
bentures will carry an interest 
(taxable) of eight per cent per 
annum and it will he paid half 
yearly. The debentures, which 
will be secured by a first legal 
mortgage on all existing and 
future fixed assets of the com- 
any, will be redeemed at par 
y drawing lots in five equal 
annual instalments commencing 
from* June 30, 1983 and ending 
on June 30, 1987. 

What makes the issue really 
unique is that this will be the 
first case of debentures of an 
industrial concern being dec¬ 
lared by the government of 
Maharashtra to be “public 
securities" under section 21 
(12) (D) of the Bombay Pub¬ 
lic Trust Act 1950. This will 
enable various public and 
private trusts to invest their 
funds in these debentures and 
earn a higher rale of return than 
that generally obtainable from 
other investments open to 
them. 

The proceeds of the issue 
will be utilised for financing 
a part of the cost of the com¬ 
pany’s modernisation and re¬ 
novation programmes, which 
are already underway. The 
expenditure on these schemes 
spread over a period of five 
years is estimated at Rs 106 
crores of which the company 
had spent Rs 35 crores from 
its internal sources in the past 
two years. 

Although the profit mar¬ 
gins of the company are under 
considerable pressure, still the 
directors have decided to 


maintain the equity dividem 
at Rs 8,60 per share of Rs 7 
each for the year ended Marc) 
31, 1972. Sales during th 
year recorded an increase fror 
Rs 150.75 crores to Rs 162,1 
crores, but gross profit dec 
lined to Rs 28.01 crores fror. 
Rs 30.22 crores in 1970-71 
Out of the gross profit a sui 
of Rs 16.07 crores was car 
marked for depreciation, R 
5.80crores for taxation am 
Rs 2.40 for development re 
bate reserve as against R 
16.10 crores, Rs 6.70 crorc 
and Rs 3.10 crores provide* 
respectively in the previou 
year. This leaves a net profi 
of Rs 3.74 crores as compare* 
to Rs 4.32 crores in the pre 
ceding year. The directors hav 
transferred the entire profit t* 
general reserves. The propose* 
dividends — equity and pre 
fcrence - will claim Rs 526.7 
lakhs and it will be paid ou 
of the general reserve. 

The company is negotiatin; 
with LIC, UTI, 1DBI and JFC 
for a loan of Rs five crorc 
which will follow after the pre 
sent debenture issue of R 
15 crores is completed. Thes« 
loans will be repaid during th* 
period 1983 to 1987. In cas* 
there is default on repay men 
of principal, these loans will b* 
converted into equity shares. 

Atlas Copco (India) Ltd i 

entering the capital market oi 
June 21, with an offer o 
3,21,340 equity shares of R 
10 each at a premium of R, 
7.50 per share. Out of thi 
32,090 shares have been rc 
served for subscription by thi 
Indian directors and the cm 
ployces of the company anc 
the remaining 2.89,250 share? 
are now being offered to th( 
public for subscription. Ar 
amount of Rs nine per share it 
payable on application and the 
balance of Rs 8.50 in one cal 
to be made within 12 month* 
of allotment. The subscrip¬ 
tion list will close on June 29 
or earlier but not before June 
23. The present issue is being 
made with the object of having 
40 per cent Indian participa¬ 
tion in the equity capital ol 
the company. 

The company, which is at 
present a wholly owned subsi¬ 
diary of Atlas Copco Akticbo- 
lag, Sweden, is currently en- 
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S ir compressors, rock drills, 
jushers, lubricators, grinder- 
Jnd couplings and other allied 
Equipments at its factory loca- 
fed near Dapodi, Poona. With 
lie rising demand for its pro¬ 
ducts, a steady increase in 
tries and profits is anticipated 
i the coming years. The work- 
- hg of the company during the 
Nhrrent year is quite encourag¬ 


ing and the directors are hope¬ 
ful of declaring not less than 15 
per cent on the increased capi- 
j al for the year ending De¬ 
cember 31, 1972, This dividend 
> : vill be payable about June 
,:.|973 and the new equity shares 
VMII participate in this divi¬ 
dend on a pro rata basis from 
Jte date of allotment. The 
Proceeds of the present pub- 
' !3c issue will be utilised for 
Expanding the business activi- 
</Scs of the company. 


: J The public issue of Shalimar 
; pints Ltd had been oversubs¬ 
cribed and hence the list was 
Closed on June 10. The com- 
'Mny offered 370.530 equity 
> Shares of Rs 10 each for cash 
it par. The subscription list 
[or this fully underwritten 
..issue opened on June 5. 


jCapital and Bonus Issues 


v ; Consent has been accorded 
jo nine companies to raise 
Capital of over Rs 3.14 crores. 
jiScven of them are to issue 
oonus shares totalling over Rs 
$4.18 lakhs and the amount 
* pf bonus shares ranees between 
82,700 and Rs 39,09 lakhs. 

: t Unichem laboratories Ltd, 
Bombay, has been accorded 
, f consent, valid for three 
• ( nonths, to capitalise Rs nine 
, j}akhs out of its general reserve 
and issue fully paid equity 
^hares of Rs 100 each as bonus 
‘ shares in the ratio of one 
, :ponus share for every six equity 
: shares held. 

i 

Chamundi Textiles (Silk 
iVfillsLtd), Kottaiyur, has been 
"accorded consent, valid for 12 
jjnonlhs, to capitalise Rs 2,64,000 
; |out of its general 1 free re¬ 
serves and issue fully paid 
^equity shares of Rs 10 each as 
(bonus shares in the ratio of 
' three bonus shares for every 
. two equity shares held. 

\\ Agfa Gevaert India Ltd, 

; Bombay, has been accorded 

<. 

1 
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to capitalise '1|s eight iakhs 
out of its general reserves and 
issue fully paid equity shares 
of Rs 100 each is bonus shares 
in the ratio of dne bonus share 
for every five: equity shares 
held. 

The New India Industries Ltd, 
has been accorded consent valid 
for three months to capitalise 
Rs 39,09,500 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratid of 
two bonus shares for every five 
equity shares held. 

Ideal Jawa (India) Private 
Ltd, Mysore, has been ac¬ 
corded consent, valid for 
three months, to capitalise 
Rs 12 iakhs out of its free 
reserves and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio of 
12 bonus shares for every 30 
equity shares held. 

The Bombay Silk Mills Ltd, 
Bombay, has been accorded 
consent valid for three months 
to capitalise Rs 82,700 out 
of its general reserves and 
issue fully paid equity shares of 
Rs 50 each as bonus shares in 
the ratio of one bonus share 
for every ten equity shares 
held. 

Jagatjit Industries Ltd, New 
Delhi, has been accorded con¬ 
sent valid for three months to 
capitalise Rs 12,62,090 out of 
its general reserve and issue 
fully paid equity shares of Rs 
10 each as bonus shares in 
the ratio of one bonus share for 
every five equity shares held. 

India Engineering & Cons¬ 
truction Co. Ltd, Kanpur, has 

communicated to government 
of its proposal to issue capital 
under Clause 5 of the Capital 
Issues (Exemption) Order 
1969 to the extent of Rs 
30,70,000 in 2,57,000 equity 
shares of Rs 10 each and 5000 
redeemable preference shares 
of Rs 100 each for setting up 
an automatic tube mill for 
manufacture of steel tubular 
poles for transmission of elec¬ 
tricity. 

Punalur Paper Mills Ltd, 
Kerala, has been accorded con¬ 
sent for issue of further capital 
of Rs 199.82 lakhs as to Rs 
48,17,280 as fully paid bonus 
shares in the ratio of 24 bonus 


uunra ior m equity snares 

held and Rs 151,64,720 in 
10,16,472 equity shares of Rs 
10 each and 50,000 In 9.5 per 
cent cumulative redeemable 
preference shares of Rs 100 
each for cash at par to the 
general public through a pros¬ 
pectus immediately after issue 
of bonus shares referred to 
above. 

New Registrations 

Two hundred and five com¬ 
panies were registered under 
the Companies Act, 1956 in 
the different states and union 
territories during the month of 
January, 1972. All these were 
limited by shares. These 205 
companies comprised 14 public 
limited companies and 191 
private limited ones having an 
aggregate authorised capital 
of Rs 10.30 crores and Rs 
62.53 crores respectively. One 
of these, namely, Bharat Cok¬ 
ing Coal Pvt Ltd, was a govern¬ 
ment company registered in 
the state of Bihar with an aut¬ 
horised capital of Rs 50 crores. 


Among, we companies regis¬ 
tered diving the month, 12 
may be classified as large-sized 
ones having an authorised capi¬ 
tal of Rs 50 lakhs or more. 
They comprised seven .public 
limited and five private limited 
companies. 

The seven public limited 
companies are : Essar Brewe¬ 
ries Ltd, Tamil Nadu; Nilgiri 
Distilleries Ltd. Tamil Nadu; 
Rishabh Ispat Ltd, Delhi; 
JaimorLtd, Rajasthan; Tamil- 
nadu Rubber Ltd, Tamil 
Nadu; Purbanchal Bank Ltd, 
Assam; and Nav Bharat In¬ 
vestments Ltd, Maharashtra. 

The five private limited com¬ 
panies are : Bharat Coking 
Coal Pvt Ltd, (government 
company), Bihar; K, S. 
Subbiah Pillai & Co (India) 
Pvt Ltd, Tamil Nadu; HTP 
Wires Pvt Ltd, Maharashtra; 
Mandelia Electronics Pvt Ltd, 
Maharashtra: and Covered 
Wires Pvt Ltd, Maharashtra. 

During the month under re¬ 
view, 21 companies were re- 


Interim Dividend 


Carborundum Universal Ltd has declared an interim equity 
dividend of seven per cent for the year ending August 31,1972. 


Dividends 

Name ot the company Year ended Equity dividend dec¬ 
lared for 


Current Previous 
year year 

Higher Dividend 




Stewarts and Lloyds 

Oct. 2, 1971* 

11.0 

10.0 

Shri Arbuda Milt 

Dec. 1971 

13.0 

12 0 

Jawahar Mills 

Dec. 1971 

10.0 

7.5 

Tezpore Tea 

Dec. 1971 

200 

15.0 

Coimbatore Pioneer Mills 

Dec. 1971 

12 0 

11.0 

Karur Vysya Bank 

Dec. 1971 

12.0 

10.0 

Same Dividend 




Atlas Cycle 

Dec. 1971 

12.5 

12.5 

Loobah Co 

Dec. 1971 

5.0 

5.0 

Rayalasecma Mills 

Dec. 1971 

10.0 

10.0 

Twyford Tea Co. 

Dec. 1971 

6.0 

6.0 

Sundaram Finance 

Dec. 1971 

16.0 

16.0 

McDowell Compnay 

Dec. 1971 

7.5 

7.5 

Metal Distributors 

Dec. 1971 

10 0 

10.0 

Travancore Rubber and Tea 




Company 

Dec. 1971 

8.0 

8.0 

Reduced Dividend 




Kohinoor Mills 

Dec. 1971 

Nil 

17.0** 

Coimbatore Cotton Mills 

Dec. 1971 

9.0 

11,0 

Palani Andavar Mills 

Dec. 1971 

Nil 

16.0 


"'Relating to 52 weeks 

••Including a special five per cent platinum jubilee dividend. 
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The perfect pair for 
action people 
Bata Stepmaster 

| Bata Stepmaster in a brand new style. 
Wide-rfront look. 

j Specially designed for more toe apace. 

Just step into one and feel the 
difference. 

Total comfort for yourfeet 
Right from the first day. 

Available in black and dark 
brown. 

Bata Stepmaster. 
ft believes in keeping your feet in 
\ comfort while you work. 
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The electrical power generated haa to be 
properly controlled. Power plants and 
equipment have to be protected from elec¬ 
trical hazards. BHEL Circuit Breakers do 
both. They act as connecting devices which 
allow or stop power flow. And, when 
"faults" threaten to damage costly power 
installations, they protect the plant by 
breaking the excessive fault currents. 

BHEL, Hyderabad, has put on the market 
a wide range of Minimum Oil Circuit 
Breakers (33 KV to 132 KV) of very reliable 
and economic designs. 



SPECIAL FEATURES: 

• Light In weight and hulk, requiring light support 
structures and foundations 

• Balanced dynamic forces, resulting in economic 
structures 

• Designed to withstand earthquake shook corresponding 
to &5 g. horizontal acceleration 

• Very lew oil content: Minimum FIRE HAZARD, low 
oil cost (investment) and purification charges 

• Self-acting contraction chamber requiring no 
external arc-quenching medium 

• Rapid and smooth extinction of arc 


After successfully executing an order from 
Malawi , the Hyderabad Plant recently won 
a prize order from Keny a for five Minimum 
Oil Circuit Breakers. Of course, within 
India, in almost all the States, Minimum 
Oil Circuit Breakers from BHEL, Hydera¬ 
bad, continue to give faultless service. 


rotiHaimc 





(A Govt, of India Undertaking) 

Ramachand rapuram, 
Hyderabad- 32 

Regd. Office: 
S, Parliament Street, New Delhi-1 
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ported to hg§> ceased funct¬ 
ioning. AO f me companies 
W ere limited bj shares and had 
an aggregate paid-up capital 
of Rs 34.70 lakhs. The highest 
number both of new registrat¬ 
ions and of companies ceasing 
to function was reported from 
the state of Maharashtra. 

The state-wise distribution 
of new registrations (with figur¬ 
es relating to liquidations and 
struck off companies in brack¬ 
ets) is as follows : Maharashtra 
58 (11), Delhi 32(2), West 
Bengal 29 (—), Gujarat 13 (—-), 
Uttar Pradesh 10 (3). Andhra 
Pradesh 9 (1), Mysore 9 (—), 
Tamil Nadu 9 (1), Punjab 7 
(1), Rajasthan 6 (—), Orissa 
5 (—), Madhya Pradesh 4 (—), 
Kerala 3 (2), Bihar 3 (—), 
Haryana 2 (—), Assam 2 (—), 
Chandigarh 2 (—), Himachal 
Pradesh 1 (—), and Manipur 
1 (-)• 

The industrial classification 
ol these companies, both of 
companies newly registered 
and of those which ceased 
functioning (in brackets) is 
given below : processing and 
manufacture 108 (6), commer¬ 
ce (trade and finance) 43 (11), 
and other activities 54 (4). 

Company Meetings 

Dalmia Cement (Bharat) Ltd: 

Dalmiapuram, Tamil Nadu; 
June 27; 11 A.M. 

Orissa Cement Ltd; Rajgang- 
pur, Orissa; June 29; 
11.30 A.M. 

• 

South India Shipping Corpo¬ 
ration Ltd; Dhun Building, 
175/1, Mount Road, Mad¬ 
ras-2; June 28; 3 P.M. 

Promain Ltd: \ Ratendone 
Road, New Delhi; June 30; 
II A.M. 

Licences & Letters of 
Intent 

The following licences and 
letters of intern were issued 
under the Industrial (Deve¬ 
lopment and Regulation) 
Act 1951, during the two 
weeks ended April 1, 1972. 
The list contain names and 
addresses of the licensees, arti¬ 
cles of manufacture types of 
licences — New Undertakings 
(NU); 'New Article (NA); 
Substantial Expansion (SE); 
Cany on Business (COB); 


Shifting—and annual installed 

capacity. 

LICENCES ISSUED 
Metallurgical Industries 
(Ferrous) 

M/s Motilal Padampat Sugar 
Mills Co Pvt. Ltd, (Steel 
Found Branch), P.B. No. 69, 
Gutaiya, Kanpur. (Kanpur— 
Uttar Pradesh)—Steel Ingots— 
10,800 Tonnes p.a.~(COB); 
Shri Chand Rattan Ralhi, 
M/s Rathi Alloys & Steel 
Ltd, 28, Sadhana Colony, Opp. 
Malvina Nagar, New Delhi-17. 
(Ghaziabad — Uttar Pradesh) 
—Mild Steel/High Carbon 
and Alloy Steel Billets—40.000 
Tonnes p.a.—(NU). 

Electrical Equipment 

M/s Satellite Engineering 
Ltd, Manilal Mansion, Rail- 
waypura, Ahmcdabad-2. 
(Ahmedabad — Gujarat) — 
Fluorescent starters switches. 
—4 million Nos.; Glow lamp 
switches—8 million Nos. p.a. 
—(COB); M/s Neolux Electri¬ 
cal Industries Pvt Ltd, 34/IB, 
Ballygange Circular Road, 
Calcutta-19. 24 Porganas 

(West Bengal) — Telephone 
Switch Board Lamps. 4.5 
million Nos. p.a. (NU); M/s 
Electronic Research Pvt Ltd, 
28, K. M. Road, Bangalorc-27. 
(Palghat — Kerala)—Connec¬ 
tors (For Power Distribution 
systems equipment with high 
current carrying capacity)— 
60,000 Nos. p.a.—(NA); M/s 
Indian Cable Industries, Bom¬ 
bay Poona Road, Pimpri 
Poona-18, (Maharashtra)— 
Automobile Cables (LT&HT) 
& Starter Cables.—20 million 
Core Meters; PVC Cable 
of Low Current ratings other 
than Automobile Cables—20 
Million Core Meiers—<COB); 
M/s Bharat Electrical Indus¬ 
tries Ltd, 19, Rajendra Nath 
Mookcrjee Road, Calcutta-1. 
(Ambattur — Tamil Nadu) — 
GLS Lamps—4.5 million Nos. 
p.a.—(NU); M/s Bharat Elec¬ 
trical Industries Ltd, 19, 
Rajendra Nath Mookcrjee, 
Road, Calcutta-1. (Calcutta— 
West Bengal) — Leadin Wires 
—100 million Nos. p.a.; Glass 
Shells—20 million Nos. p.a.; 
Glass Tubing—200 tones p.a. 
-(SE). 

Transportation 

M/s Hindustan Motors Ltd, 
Hindmotor, Hooghly, West 


Bengal. (Uttarpara — Distt. 
Hooghly — West Bengal) — 
Gear and Gear Boxes Rs. 1.00 
lakh p.a. (COB) 

Industrial Machinery 

M/s National Machinery 
Manufacturers Ltd, Post Box 
No; 3, Thana (Maharashtra) 
(Lalbaug, Vishwamitri Road 
—Baroda — Gujarat) — Take 
up machines—10. Nos. p.a.; 
Cold Setting Draw Twisters— 
—15 Nos. p.a.; Hot Setting 
Draw Twisters —-15 Nos. p.a.; 
Texturising Machines — 300 
Nos. p.a.—(NA); M/s Busch- 
ing Schmitz Pvt. Ltd, 66, 
Ring Road, Lajpat Nagar-UI, 
New Dclhi-24. (Faridabad— 
Haryana) — Pressure Filters— 
1250 tonnes p.a. (worth Rs. 
70 lakhs) after expansion— 
(SE). 

Agricultural Machinery 

M/s Premier Irrigation 
Equipment Pvt Ltd, 3, Netaji 
Subhash Road, Calcutta-1. 
(Bullandshahar Distt. Uttar 
Pradesh)— Agricultural Trac¬ 
tors ‘David Brown’ (Model 
990 of 55 HP)-5,000 Nos. p.a. 
—(NU). 

Earth Moving Machinery 
M/s Pearey Lai & Sons 
(East Punjab) Pvt. Ltd, 21-A, 
Janpath, New Delhi. (Sahiba- 
bad — Uttar Pradesh) — Cut¬ 
ting Edge & Blades for Earth 
moving Equipment - 5,000 
Nos. p.a. 

Chemicals 

M/s A.L.A. Chemicals Ltd, 
Mahalaxmi Chambers, Bhula- 
bhai Desai Road, Bombay-26, 
(Ambernath — Maharashtra)— 
Stabilisers and Additives for 
PVC and other Polymers like: 
Liquid Barium Cadmium & 
Badum, Cadi urn Complex 
Stabilisers and additives— 
—600 Tonnes p.a.; Solid 
Barium Cadmium Complex 
Stabilisers and additives—50 
Tonnes p.a.; Lead Stabilisers 
& additives—600 Tonnes 
p.a.; worgano Tin Stabilisers 
and Additives—150 Tonnes 
p.a.; Non-toxic Stabilisers - 
200 tonnes p.a.; Miscellaneous 
Stabilisers and Additives for 
PVC and other Polymers—400 
tonnes p.a. (COB). 

Drugs and Pharmaceuticals 

M/s Burroughs Wellcome 
& Co. (India) Pvt Ltd, 16, 
Bank Street, Bombay-1. (Maha¬ 


rashtra) — Zyloric Tablcfs— 
1,75,000 Nos. p.a.; Dehy- 
drometine Hydrochloride In¬ 
jection—300 mg. — 4,37,000 
amp. p.a.—60 Mg.—200,000 
amp. p.a.; Eshatal Tablets—10 
mg. —47,50,000 Nos. p.a.: 

■ -50 mg. — 8.12,500. Nos. p.a.; 
Imuran Tablets - 1,250,000 
Nos. p.a.~(NA): M/s Chemi¬ 
cal Industrial S'. Pharmaceuti¬ 
cal Laboratories Ltd, 289- 
Bellasis Road, Byculla, Bom¬ 
bay-8. (Maharashtra) — Medi- 
haler-EPI, Medihaler-ISC, 
Mcdihalcr-ISC FCRTE, Medi- 
halcr-BRCWN, Mcdihalar- 
DUO. Rikospray anlibiotic. 
Rikospray Balsam. Rikospray, 
Total Capacity is 1.50,000 
packs p.a.—(NA). 

Paper Products 

M/s Ajanla Paper A. Gene¬ 
ral Products Pvt Ltd, Vadavali, 
P.O. Kalyan, Maharashtra, 
(Kalyan — Maharashtra) - 
Tissue, Wrapping & Packing 
Paper -7,800 Tonnes p.n. 
(after expansion)- (SE); M/s 
Ballarpur Paper & Straw 
Board Mills Ltd, (Ballarpur 
Division), Thapar House. 
124, Janpath. New' Delhi. 
(Rajora ■ • Maharashtra) - 
Pulp & Paper - - 76,200 Tonnes 
P.a. (after expansion) -- (SE): 
M/s The Bengal Paper Mills 
Co. Ltd, 14, Netaji Subhash 
Road, Calcutta-1. (Raniganj— 
West Bengal) - Pulp—65.0(H) 
tonnes p.a. (alter expansion); 
Paper Writing and Printing & 
Wrapping Boards- 65,000 ton¬ 
nes p.a. (after expansion)— 
(SE); M/s The Titaghur Paper 
Mills Co. Ltd, Chartered Bank 
Bldg, Calcutta-1. (Titaghur— 
West Bengal) (Kankinara 
West Bengal) (Choudwar — 
Orissa) - Paper & Pulp (at 
Titaghur. Kankinara) Addi¬ 
tional capacity of 65000 tonnes 
each; Paper & Pulp (at Choud¬ 
war, Orissa) Additional capa¬ 
city of 4,000 tonnes p.a. of 
each. Capacity after expansion 
will be 75,000 tonnes p.a. 
(SE); M/s Ballarpur Paper S'. 
Straw Board Mills Ltd. 124, 
Janpath, (Sh. Gopal Divn) 
New Delhi. (Yamunanagar 
Haryana) — Pulp & Paper 
--51,150 tonnes (after expan¬ 
sion) — (SE). 

Food Processing Industries 

M/s Bagrecs Cereals Pvt. 
Ltd, 207, Maharshi Dcbcndra 
Road, Room No. 66, 3rd 
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: loor, Calcutta-7. (Calcutta— 
Zest Bengal)—Wheat Pro- 
iucts — 78,000 M. Tonnes p.a. 

(NU); M/s Bajrangboli Roller 
?lour Mills, Mancotta Road, 
^ibrugarh, Assam, (Banspari 
laon—Chabua Mouza, A.T. 
load, Hajiguti. Distt. Dibru- 
irh — Assam) — Wheat Pr- 
iucts — 27,000 tonnes p.a.— 
|NU). 

lubber Goods 


M/s Marshall Cycles, B-17 
& 18, Industrial Area. Site 
No. 8, Meerut Road, Ghazia- 
, (UP) - Bicycle Tyres — 
(400,000 Nos. p.a. — (COB). 

LETTERS OF INTENT 


jjMctallurgical Industries 
■j[ Ferrous) 

|j M/s Bright Wires Ltd, 
jl/A, Vansitart Row. Cal¬ 
cutta-1. (West Bengal)— 
Warious types of wires (other 
Ithan M.S. or M.S. galvanised 
Avire thinner than 18G) — 
'{Total capacity 15,000 tonnes 
jp.a. — (NA); M/s Rajasthan 
State Industrial & Mineral 
Development Corporation 
Ltd, 100-JawaharIal Nehru 
Marg, Jaipur-4 (Rajasthan) • 
■jMild Steel High Tensile/Car- 
jbon and spring steel Billets — 
jTotal capacity will be 50,000 
jtonnes p.a. — (NU); Shri 
jGopal Khullar, C/o M/s J.N. 
iStccl & Tubes. Hauz Quazi. 
;Dclhi-6. (Rae Bareilly - 
' Uttar Pradesh) — Steel Pipes 
land Tubes - - 40,000 Tonnes 
p.a. — (NU): Shri D. Haidar, 
M/s Dcepika Engineering In¬ 
dustries Ltd (Proposed) 77/1, 
A-Park Street, Calcutta-16. 
j(Bankura - • West Bengal) 
{High Tensile Nuts & Bolts 
j4.000 Tonnes p.a. (NU). 

I 


Metallurgical Industries 


(Nnn-Fcrrous) 


,j M./s Monoplast & Copper 
: Laminates Co., Ashram Road, 
J Ahmednbad-9. (Gujarat) 

/( opper Foils 160 Tonnes 
Jp.a. -- (NU). 

I 

f Electrical Equipment 

t M/s Gangappa Cables Ltd. 
1 Uppal Road, Hyderabad-39. 

. (Hyderabad —- Andhra Pra- 
I ilesh) — Enamelled Copper 
j. strips-600 tonnes p.a. - 
j (NA); Shri S. Ranganalh, 4844, 
Ansafi Road, 24, Daryaganj, 
Delhi-5. (Alwar — Rajasthan) 


—Midget Ejietrodcs — 300 
m. Nos. p.a. — (NU). 

Telecommunication 

M/s Industrial Develop¬ 
ment Corporation of Orissa 
Ltd, Bhubneswar-9 (Orissa)— 
T.V. Sets — 5000 Nos. p.a.— 
(NU). 

Industrial Machinery 

M/s Hindustan Monark 
Pvt. Ltd, 20/1, Asaf Ali Road, 
New Delhi*I. (Ghaziabad — 
Uttar Pradesh)—Precision Steel 
Balls—288 million Nos p.a.— 
(NU); M/s Jessop and Co. Ltd, 
63, Netaji Subhash Road, 
Calcutta-1. (Dum Dum — 
West Bengal) - - Rope operat¬ 
ed grabs — 24 Nos. pa.; 
Hydraulic operated Grabs — 
50Nos. p.a.—(NA); M/s East¬ 
ern Engineering Co., 2nd 
Floor, Jeewan Udyog, 278, 
D. Naoroji Road Fort. Bom¬ 
bay-1. (Bangalore— Mysore)— 
Up-twisters lor Nylon rayon 
and Polyester yam - 30 Nos. 
p.a.; Wool Chambers with 
intersecting Machines — 12 
Sets p.a.; Take-up Machines 
—6 machines p.a.; Draw 
Twisters — 12 Machines p.a. 
-(NU). 

Machine Tools 

Shri Sadnksharavcl, Sri 
Sai Nagar, Industrial Estate 
Post, Coimbatorc-2l, (Tamil 
Nadu) — Precsion Drilling 
Tools • - 500 Nos. p.a.: Pre¬ 
cision Drilling Bits—3,500 
Nos. p.a.—(NU). 

Miscellaneous Industry 

M/s Guest Keen, Williams 
Ltd. (Sankcy Precision Pres- 
ings Division, Lai Bahadur 
Shastri Marg, Bhandup, Bom 
bay-78. (Bhandup - Maha 
rashlra) — Jigs & Fixtures 
Rs. 300 lakhs p.a.; Work¬ 
shops Gauges — Rs. 25 lakhs 
p.a.; Special puiposc Mulli 
Tool production units Rs. 15 
lakhs p.a. — (NA); M/s Guest 
Keen Williams Ltd, (Sankey 
Precision Pressings Division), 
Lai Bahadur Shastri Marg, 
Bhandup, Bombay-78. (How* 
lah — West Bengal)— Jig and 
Fixtures -- Rs. 120 lakhs p.a.; 
Workshop Gauges Rs. 15 lakhs 
p.a.: Special purpose multi- 
tool production, units. — Rs. 
15 lakhs p.a. — (NA); M/s 
Guest, Keen. Williams, Ltd, 
(Sankcy Precision Pressings 
Division) Lai Bahadur Shastri 
Marg, Bhandup, Bombay-78. 
(Bangalore — Mysore) — Jigs 


& Fixtures—Rs. 80 lakhs p.a.; 
Workshop Gauges — Rs. 10 
lakhs p.a.; Special purpose 
Multi Tools Production Units 
—Rs. 10 lakhs p.a.— (NA). 

Chemicals (other than fertilisers) 
M/s Orgaroma India Pvt. 
Ltd Toli Chowki, Hyderabad-8. 
(Hyderabad — Andhra Pra¬ 
desh) —Citronellal—13 tonnes 
p.a.; Geraniol — 15 tonnes 
p.a.; Eugenol —10 tonnes p.a. 
— (NA). M/s Sillman (India) 
Private Ltd, Navillc House, 
Graham Road, Ballard Estate, 
Bombay-1. (Thana — Maha¬ 
rashtra)—Polyamide and Poly¬ 
ester Resins — Total annual 
capacity is 1500 tonnes p.a.- - 
(NA); M/s Hindustan Amino 
Plastics, G.T. Road, Suranus- 
si (NR), Jullundur, (Jullundur 
—Punjab) — Urea Formal¬ 
dehyde Moulding Powers 
—1200 tonnes p.a.; Melamine 
formaldehyde moulding pow¬ 
der— 300 tonnes p.a. (NU). 
Drags & Pharmaceuticals 
M/s Hico Products (P) Ltd, 
771, Hogal Lane, Mahim, Bom¬ 
bay-16. (Maharashtra) — 
Procaine Hydrochloride — 150 
tonnes p.a.; Diethyl Amino 
Ethanol — 130 tonnes p.a.; 
Para Amino Benzole Acid - 
75 tonnes p.a. — (NU). 

Paper & Paper Products 
Shri J. K. Malhoutra, 30, 
Usha Kiran, Carmichael Road, 
Bombay-28. (Maharashtra) -— 
Cellulose Wadding. Face 
Toilet and paper Handeker- 
chiefs — Total capacity will 
be 2400 tonnes p.a.--(NU). 
Sugar 

The Chief Promoter, M/s 
Niyojit Karmaveer Kakasaheb 
Wagh, Snhakari Sakhar Kar- 
khana. Taluk Niphad, Distt. 
Nasik, Maharashtra, (Ran- 
wad. Taluka Niphad—Distt. 
Nasik Maharashtra) Sugar 
—With a cane crusing capacity 
of 1250 tonnes per day- (NU). 
Food Processing Industries 
M/s Sabarkantha Distt. 
Cooperative Milk Producer's 
Union Ltd, Himmatnagar (Ah- 
medabad-16, Gujarat (Him¬ 
matnagar — Gujarat) — Milk 
Powder—4,000 tonnes p.a.; 
Butter — 300 tonnes p.a.; Ghee 
—1,000 tonnes p.a.; Casein — 
500 tonnes p.a. (NU); M/s 
Vimla Food Enterprises Pvt. 
Ltd, C/o M/s Rajender Flour 
and Allied Industries Pvt Ltd, 
Delhi Road, Moradabad(UP) 


(Moradabad — Uttar Padesh) 
— Biscuits — 9000 tonnes p.a 
(NU); Shri N. P. No 


215/17, Kalbadevi . Road, 
Bombay-2. (Nasik — Mahal 
rashtra) — Dehydrated Onion 
etc. — Total capacity 800 
tonnes p.a. — (NU); M/s 
Surma Velley Grinding Mills, 
P.O. Meherpur, Distt. Cachar 
(Assam) — Wheat Products — 
12,000 Metric Tonnes p.a. — 
(NU); M/s Food Corporation 
of India, 1-Bahadur Shah Zafar 
Marg, New Delhi-1. (Ballabh- 
ftarh — Haryana) — (1) Edible 
Soyabean Meal, (2) Commer¬ 
cial Soya Meal Capacity for 1 
& 2,21000 tonnes p. a. (3) 
Soya Oil (Refined) — 5,4000 
tonnes p.a., (4) Hulls—3,000 
tonnes p.a. — (NU); Shri 
Pratap Singh B. Rane Sardesai. 
Sanquelim, Goa, (Goa)—Baby 
Food—2,500 Tonnes p.a.; 
Weaning Food — 1500 Tonnes 
p.a.; Structural Food — 1,000 
Tonnes p.a. — (NU); M/s 
Haripal Singh & Co., F-28, 
Hauz Khas Enclave, New 
Delhi. (Gujarat)—Dehydrated 
Onions — 750 tonnes p.a. — 
Ceramics 


M/s Someny Pilkington's 
Ltd, Kassar, Distt. Rohtak, 
Haryana (Kassar — Haryana) 
— Glazed Tiles — Additional 
capacity of 5400 tonnes per 
annum. Total capacity alter 
expansion will be 10,800 tonnes 
p.a. — (SE). 

CHANGE IN NAMES 
(Information pertaining to parti¬ 
cular licences only) 

From M/s Apee Jay Pvt. Ltd, 
Calcutta to M/s Batra Iron 
and Steel Works Pvt Ltd, 
Kumhari, Distt. Durg Madhya 
Pradesh; from M/s Ajit Indus¬ 
tries to M/s Ajit Wire Indus¬ 
tries Pv(. Ltd, Bombay; from 
M/s Boots Pure' Drug Co. 
(India) Limited, Bombay, to 
The Boots Company (India) 
Limited, Bombay; from M/s 
Prakash Bihola Udyog. to M/s 
Shakli Oil Industries, Maha¬ 
rashtra. 


LICENCES REVOKED OR 
SURRENDERED 
(Information pertalnings to 
particular licences only) 

M/s Alta Laboratories Pvt 
Ltd, Bombay-28—2:4-Dichlo- 
rophenoxy Acetic Acid, NA 
Salt Esters and Amine. 
M/s Chaman Lai & Bros. New 
Delhi—Welded Steel Tubes. 
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COMP ANY MEETINGS 

HINDUSTAN LEVER LIMITED 

Registered Office : Hindustan Lever House, 165/166, Backbay Reclamation, Bombay-20 

THE BATTLE AGAINST INFLATION 


Speech delivered by V. G. Rajadhyaksha, 
Chairman, at the Annual General Meeting of 
Hindustan Lever Limited, held at Bombay on 
Thursday, 8th June 1972. 


Winning the war against 
poverty is, as the Prime Minis¬ 
ter has declared, by far the 
nation’s most urgent and 
important goal. This war, like 
any other war, is made up of 
a series of battles—the battle 
against unemployment, against 
drought and floods, against 
population growth and against 
inflation to name only a few. 
ft is the battle against inflation, 
particularly as it concerns your 
Company, that I propose to 
speak to you about today. 
Inflation is no new pheno¬ 
menon. Many of us recollect 
our grandmother telling us 
how she could buy ten seers 
of rice for a rupee when she 
was a girl. What is relatively 
new is the extent to which gov¬ 
ernments, industry, trade uni¬ 
ons, economists, accountants 
and bankers are increasingly 
worried about how to deal with 
it. 

The problems of inflation, 
although arising out of different 
reasons, arc not the affliction 
of economies at any parti¬ 
cular stage of development. In 
fact a recent report—‘Present 
policies against inflation’ pub¬ 
lished by the Organisation for 
Economic Co-operation and 
Development admits that most 
countries, whether developed 
or developing have largely tail¬ 
ed to produce effective policies 
to conquer inflation. Against 
this background, India’s mana¬ 
gement of her economy over 
the past two decades, despite 
three wars and two droughts, 
has been commendable and in¬ 
flation, except for two or three 
bad years, has been kept within 
reasonable limits. Figures 
given by the International 
Monetary Fund show an aver¬ 
age annual rate of inflation of 
6.6 per cent from 1963 to 1971 
for India, compared with 6 per 
cent for Japan and 5.4 per 
cent for the U.K. and ho less 


than 34 per cent per annum 
for Brazil. Whatever measures 
are taken to limit the rate 
of inflation, we must, as real¬ 
ists, accept that inflation of 
the order of 5 per cent in 
the years to come is some¬ 
thing we shall have to learn 
to live with; but containing 
inflation even at these levels is 
a major battle and one which 
has to be fought on many 
fronts. 

The first casualties in this 
battle arc the overwhelming 
majority of our people—the 
lower income groups. It is 
only to be expected therefore 
that in a democratic system, 
and one in which the vote is 
being exercised with an increas¬ 
ing degree of independent 
judgement, inflation should 
produce a severe reaction at 
the political level and that 
our Government, like many 
others the world over, should 
turn to the weapon which cer¬ 
tainly in the short run appears 
to be the most effective in deal¬ 
ing with it, namely, price 
control. 

Excessive restraint on prices 
however can lead to damage to 
the productive system, whether 
it is the farm or the factory and 
become itself a major factor in 
aggravating shortages and hence 
increasing inflation. In spite 
of this, there has been to my 
mind astonishingly little attent¬ 
ion paid to the real effects of 
inflation and price control on 
corporate viability and this 
speech is mainly about what has 
happened to your Company 
due to these factors and what 
we are doing about it. The 
subject is of relevance not only 
to the private sector, in 
this respect sectors are im¬ 
material, As professional 
managers we cduld regard the 
resources of the entire cor¬ 
porate sector, drawing as it 
does on public sayings and 


taxes, as public resources 

If we examine the tcn-ycar 
record of your Company with 
the eyes of an economists and 
adjust the figures for the infla¬ 
tion that has taken place, our 
achievements will be seen in 
their harsh reality. While 
the growth in turnover adjust¬ 
ed for inflation is not unsatis¬ 
factory and amounts to 45 per 
cent for the period 1961 to 
1971, profits present a very 
different picture and at 196) 
values have actually fallen by 
33 per cent. Nor do these 
figures tell the whole story and 
we come to a major weakness— 
the inability of conventional 
accounting methods to deal 
properly with inflation. 
Firstly, depreciation based on 
the original purchase price 
of the fixed assets, which is 
all that the tax laws allow, is 
not sufficient to pay for the as¬ 
set when it is finally replaced. 
Secondly, while there is a grow¬ 
ing awareness of the effect cf 
inflation on fixed assests, there 
is less when it comes to its effect 
on working capital, particularly 
in industries such as yours 
where such capital tends to 
be relatively high. 

The impact of inflation of 
working capital on the real 
worth of the Company will 
depend on the way in which 
this working capital is financed, 
namely, how much is covered 
by borrowings and how much 
is funded by the shareholders. 
The increase due to inflation 
in that part of the working 
capital which is financed by 
the shareholders must be mcl 
out of retained profits if the 
real worth of the Company 
is not to be eroded. The 
effect on your Company, 
where a substantial part of 
the working capital is financed 
by shareholders’ funds, can be 
roughly illustrated as follows, 
In 1971 our profits before taxin 
conventional accounting terms 
was Rs. 759 lakhs. Tf full 
allowance had been made for 
the effect of inflation in that year 
on working capital and fixed 


assets, this figure would have 
been reduced by as much as 
Rs 200 lakhs. 

Before you all rush out to 
dispose of your shares in this 
Company, 1 would only re¬ 
quest you to ensure that the 
profits of your alternative in¬ 
vestments are also expressed in 
real terms - their figures then 
may also look rather different! 
What we now do in your Com¬ 
pany is to ensure that we are 
at least aware of the true im¬ 
pact of inflation. All the costs 
we use in our management 
accounting now include this 
component. 

Why then, you will be ask¬ 
ing, have companies not been 
presenting this situation in 
their published accounts and 
why have they not been mak¬ 
ing the necessary provisions 
to protect themselves against 
the erosion of the real worth 
of their assets ? 

The answer to the first 
question is that accounting 
practice has not yet comple¬ 
tely adjusted itself to the full 
consequences of inflation. It 
will be many years before ac¬ 
countants agree upon how to 
arrive at how much inflation 
has, in fact, taken place and 
then how to provide for it in 
the accounts. It may be longer 
still before inflation provisions 
become legally acceptable for 
calculating the real profit for 
tax purposes. 

The answer to the second 
question is that, in the past, 
successful entrepreneurs have 
instinctively protected them¬ 
selves against the impact of 
inflation without the benefit 
of formal accounting assis¬ 
tance by changing the financial 
structure of their companies 
(for example, by using more 
borrowed funds) or by in¬ 
creasing profit margins. Today, 
however, particularly in seve¬ 
ral consumer product busi¬ 
nesses, the Government ’de¬ 
cides not only what prices and 
therefore profit margins shall 
be, but by its control over the 
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banking system, how much 
firms may borrow. Controls 
on prices are not confined to 
India and the creation of the 
Prices and Incomes Board in 
the UK and the recent price 
freezes in that bastion of the 
concept of a free economy— 
the USA—have led to similar 
restrictions on the manufactur¬ 
er's traditional freedom to 
decide his own prices. 

One must admit that some 
of the effects of price control 
have been beneficial. They 
have often prevented an in¬ 
dustry from automatically 
passing on its inefficiencies to 
the consumer. In a protected 
and planned economy, such as 
India’s; normal competitive 
pressures do not always ope¬ 
rate and in these circumstances 
a measure of price restraint 
may help to ensure that the 
incentives to efficient operat¬ 
ion are maintained. How¬ 
ever, while recognising the 
benefits of price control mea¬ 
sures, it would be unwise not 
to be aware also of the damage 
they can cause, not only to 
business, but to the consumer, 
to the Government and to 
society at large. While rigid 
adherence to the priceline has 
a short-term result in “taking 
up the slack” in a wayward 
industry, it cannot, in the face 
of even controlled inflation, 
provide a long-term solution. 

We have to face the fact that 
in an inflationary situation, 
however mild, prices of essen¬ 
tial consumer goods have , to 
rise in order to generate the 
resources required to main¬ 
tain the health of the industrial 
machine producing them. Why 
should this be so ? To begin 
with, the business, hov'ever 
committed it may be to the 
social good, is unable to justify 
the allocation of further re¬ 
sources if excessive restraint 
on prices has driven yields 
below acceptable levels. The 
investing public will be under¬ 
standably attracted to invest¬ 
ing in more profitable but per¬ 
haps less important industries, 
and the finance required for 
increased production of essen¬ 
tial goods will not be avail¬ 
able and shortages will ensue. 
Resources moreover are re¬ 
quired not only for increasing 
production in the short-term, 
but also to secure the long¬ 


term im|>fil@ement in indus¬ 
trial efficiency which is the 
only effecti^ answer to exces¬ 
sive inflations It is only by 
substantial investment in Re¬ 
search and Development in 
both technical and nontechni¬ 
cal areas that we, as a nation, 
can rid ourselves of obsolete 
processes and sub-standard 
products. 

After the business itself, 
the next to feel the impact 
of excessively harsh price 
controls are the more vulner¬ 
able sections of the community 
who inevitably come last in the 
struggle for products in short 
supply. While it is possible to 
partially protect, by rationing 
and other measures, the few 
who live in the larger towns 
and cities, it is impracticable to 
try and extend these measures 
effectively to the large bulk of 
our population living in the 
smaller towns and villages. In 
spite of the best efforts of Gov¬ 
ernment and industry to distri¬ 
bute as equitably as possible, 
experience has shown that the 
only satisfactory answer to 
the injustices that shortages 
create is increasing production. 

Lastly, Government and the 
community as a whole also pay 
a heavy penalty, not only be¬ 
cause growth of revenue and 
employment-generating activi¬ 
ty in the industry begins to 
slow down, but because the 
more unscrupulous elements 
within the industry—those who 
resort to such practices as eva¬ 
sion of duties and taxes— 
begin to flourish. An example 
of what the country stands to 
lose if this happens can be 
judged by the contribution to 
Government revenues by 
your Company. Against a 
profit after tax of less than Rs. 
3 crorcs that the Company 
made in 1971, the amount it 
collected directly and paid to 
the exchequer by way of excise 
duties, corporate tax, sales 
tax, income tax deducted at 
source, etc., amounted to Rs. 
22 crores! These are the re¬ 
sources that the nation needs 
for its social objectives, for 
schools and hospitals, for 
housing, for public transport 
and commuications, for water 
supplies and drainage. It is 
not that this is a problem 
faced by the private sector 
alone. Public sector units are 


no less hit by inflation and in 
their case too a realistic pric¬ 
ing policy, based on satisfactory 
levels of efficiency, is essential 

It is clear that inflation and 
pricing are major economic 
problems. On whom does the 
responsibility for dealing with 
them fall ? First of all, on the 
Government whose monetary 
and fiscal policies are clearly a 
major factor. It is not about 
these but rather about its 
price control and industrial 
licensing policies to which I 
would draw your attention to¬ 
day. There is a greater need in 
this area to evolve a policy 
which makes the fullest use 
of the resources of the corpo¬ 
rate sector. About three-quar¬ 
ters of your Company’s pro¬ 
ducts by turnover are under 
some form of price control 
and subject to industrial li¬ 
censing. On pricing we have 
been making representations 
to both the Tariff Commission 
and the Bureau of Industrial 
Costs and Prices and we have 
been deeply impressed by the 
thoroughness with which 
they have gone about their 
difficult task, as also the pati¬ 
ence and understanding with 
which they have listened to our 
submissions on complex issues 
such as inflation. 

Turning to industrial licen¬ 
sing, growth is one of the most 
potent weapons that the Gov¬ 
ernment can employ in its 
battle against inflation and 
should thus be an immediate 
and overriding component of 
its industrial policy. The recent 
circular to manufacturers is¬ 
sued by the Ministry of Indus¬ 
trial Development urging 
them to mark the Silver Jubilee 
year of the nation’s Indepen¬ 
dence by producing to full 
capacity is a welcome step in 
this direction. 

Next, we in business like 
everyone else must avoid the 
temptation to regard inflation 
as somebody else’s problem 
and merely to add to the list 
of those who complain. What¬ 
ever the dangers of too severe 
a price control, it is neverthe¬ 
less the duty of all concerned, 
including business itself, to do 
everything possible to keep to a 
minimum cost increases and 
hence unavoidable price in¬ 
creases. 

In your Company we have 


given high priority, in both 
policy and practice, to a pro¬ 
gramme aimed at containing 
'inflation as far as it is within 
our power. We believe that 
this is not just a matter for the 
Board or a select group of 
senior managers, but for all 
employees from the most junior 
worker to the members of the 
Board who are facing you this 
afternoon. Our policy as a firm 
is and has been to pay all levels 
of our employees well and in 
return to seek from them 
maximum commitment to the 
pursuit of efficiency. This 
dearly calls for a high degree 
of motivation coupled with the 
development of the appro¬ 
priate skills. 

We have over the last 
few years been progressively 
introducing a system of mana¬ 
gement by objectives (MBO). 
Every unit and department 
so covered is clearly aware of 
those areas in which improve¬ 
ment in efficiency is considered 
not only possible but vital. 
Clear quantified targets are 
set quarter by quarter in 
consultation with those key 
personnel who will themselves 
be largely instrumental in at¬ 
taining them. We have learnt 
that the commitment to a tar¬ 
get which has been discussed 
and agreed is far greater than 
that which has been imposed 
by some remote authority lo¬ 
cated in our Head Office here. 
We are frankly pleased and 
proud of the progress which 
nas been achieved and feci 
confident that it will be main¬ 
tained. 

As an essential prerequisite 
to introducing MBO, wc have 
begun an ambitious program¬ 
me of communicating with 
and training employees at all 
levels so that there is a wider 
understanding of corporate 
objectives, problems and solu¬ 
tions. For example, special 
courses are being conducted in 
Head Office and in the branch¬ 
es aimed at improving the effi¬ 
ciency of our distribution sys¬ 
tem. Managers, supervisors 
and salesmen have all been in¬ 
volved in these. Special at¬ 
tention is being paid to what is 
recognised to be one of our 
higher cost operations, namely, 
that of pioneering our rural 
markets, as also to the efficient 
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use of resources whether those 
of the Company or those of 
our stockists. \ A more recent 
and successful innovation has 
been the involvement of ser¬ 
vice groups, the clerks and 
stenographers attached to the 
sales management and the 
clerical staff of the warehouses, 
transport, planning and ac¬ 
counting departments. Mow 
to contain inflation is one of 
the major topics of discussion. 
The response has been most 
encouraging and a number of 
excellent suggestions have em¬ 
erged which very often the 
participants themselves, work¬ 
ing os a team, are asked to 
implement. 

Coming to the third agency 
in this battle—obviously this 
programme of increasing effi¬ 
ciency to beat inflation can 
only succeed with the co¬ 
operation of the trade unions 
in our Company. By accept¬ 
ing the fact that any real in¬ 
crease in the stable and long¬ 
term prosperity of their mem¬ 
bers must ultimately rest on 
their ability to increase pro¬ 
ductivity, they have clearly 
seen their crucial role. 

A further strategic weapon 
that we have employed in the 
battle against inflation is to 
ensure that wc take maximum 
advantage of the economics of 
scale whether it is in the area 
of procurement, production 
or distribution. Procurement, 
wc believe, is not just a matter 
of buying as cheaply as one 
can from the existing market. 
It must go much further— 
like reducing our dependence 
on a single supplier by helping 
to build up competitive sup¬ 
pliers, or by developing wholly 
new mateials. A typical exam¬ 
ple of the latter is our decision, 
several years ago to contri¬ 
bute equity capital, loans and 
know-how in setting up a fac¬ 
tory to make solid board con¬ 
tainers, an alternative to wood 
boxes where prices arc rising 
sharply. Today this factory. 
Solid Containers Ltd., is one 
of our important sources of 
supply of packaging materials. 
Likewise our research skills 
have been used to help manu¬ 
facturers in whom we have no 
direct interest other than as 
their customers to develop 
more effective and cheaper 
chemical ingredients for our 
products. 


We also subject our pro¬ 
ducts to the discipline of value 
analysis. This is not as you 
might suggest another name 
for quality reduction ! It is 
in fact a difficult and compli¬ 
cated process to ensure that 
every component of cost is 
necessary to give the consumer 
the values she seeks for her 
money and not unnecessary 
frills which bring no benefit. 
This involves not merely pro¬ 
duction processes, but also 
formulation, perfume, pack¬ 
aging, advertising, the choice 
of the sale outlet, etc. Nor 
do wc presume to act as judge 
and jury. Every major product 
change is subjected to care¬ 
ful consumer testing to ensure 
that in economising we have 
not affected some preferred 
attribute in the product charac¬ 
teristic or performance. Only 
after a positive verdict from the 
consumer does the Board ap¬ 
prove a product modification. 

Eliminating waste is always 
a major area of attack on costs. 
What we have achieved can be 
judged from the fact that 98 
to 99 per cent of the materials 
we buy end up in products we 
sell. For example, even the 
small quantities of oil that are 
trapped in the bleaching earth 
we use for decolourising oil 
arc recovered and reused. 

Another area in which wc 
have had a major success in 
neutralising some of the im¬ 
pact of inflation has been dis¬ 
tribution. Tn active co-opcra- 
tion with the railway autho¬ 
rities we have helped to deve¬ 
lop the use of containerised 
rail services in order to reduce 
damages and save handling 
costs. The number and loca¬ 
tion of our stock-holding points 
around the country are under 
constant review. Wc work 
together with our road trans¬ 
port and forwarding agents 
to ensure that their operations 
and those of the Company are 
dovetailed to achieve optimum 
efficiency, and have introduced 
a system which ensures that the 
economics of scale in distri¬ 
bution are shared between 
the transport contractor, the 
consumer and the Company. 

Not all the increase in costs, 
however, arc the result of 
normal inflationary effects. 
We arc, as I have mentioned in 
my earlier speeches, in the 


forefront of the battle to reduce 
the industry's dependence on 
imports—whether it be in 
the developing of new indi¬ 
genous raw material or in the 
manufacture of chemicals hit¬ 
herto imported. But there is 
a price to pay for this in our 
fight against inflation because, 
almost invariably such substi¬ 
tutions tend to increase our 
costs. Again, many of our 
exports arc often possible only 
by accepting prices which re¬ 
sult in a substantial loss for 
which the rest of the business 
must pay. While these arc 
tasks which we undertake 
gladly in the national interest, 
we cannot ignore the fact of 
their effect which is over and 
above the general inflationary 
trend. 

The result of this integrated 
programme of fighting infla¬ 
tion has been very satisfactory 
for the consumer. Take, for 
example, soap which is one of 
the basic products of your 
Company. The soap industry 
has an impressive record of 
price stability despite the con¬ 
tinual inflation in costs. Not 
only have prices been largely 
held over the last six years, but 
they compare very well inter¬ 
nationally despite the fact 
that our oils, chemicals and 
packaging materials are 
amongst the most expensive in 
the world. While standards of 
presentation and perfuming 
have had to be sacrificed, the 
fact remains that the consumer 
in India is getting her toilet 
soap, for example, at one of 
the lowest prices anywhere. 
Weight for weight, a tablet of 
toilet soap costs 40 per cent 
more in the USA (which pro¬ 
duces the cheapest raw mate¬ 
rials) and up to two and a half 
times as much in Europe. 
There is obviously a limit to 
the extent to which prices can 
be held in an inflationary situa¬ 
tion, however efficient and in¬ 
genious we are. Tn many parts 
of the business that limit has 
already been reached and pas¬ 
sed. Soap is one instance and 
vanaspati another and more 
extreme case where the consu¬ 
mer is enjoying what is in ef¬ 
fect a price subsidy. 

Nor can we. as employees, 
in fairness say that the burden 
of inflation has fallen all that 
severely upon us. While it has 
not been possible to meet all 


the demands of our work force 
and at times wc have had to 
be more restrictive than wc 
would have ideally chosen to 
be, the record speaks for itself 
and our people have, by and 
large, been protected from a 
reduction in their own stan¬ 
dards of living. To illustrate, 
between I960 and 1970 the 
average cost of management 
employees rose by 70 per cent 
and the cost of non-manage¬ 
ment employees by 131 per 
cent, while the wholesale price 
index rose by 82 per cent. 

In effect, therefore, the bur¬ 
den of inflation in the case of 
your Company has been borne 
not so much by the consumer 
of its product, or by its em¬ 
ployees. as by its shareholders. 
Jn the long run, inadequate 
returns to the shareholders as 
a group will choke off the 
flow of private savings into 
industry and stifle investment 
in vital industries on which 
so much of future economic 
growth depends. 

Even in the short term, the 
consequences of allowing such 
a situation to develop are gene¬ 
rally that one of the main ob¬ 
jectives which we, as a nation, 
are seeking to achieve, namely, 
containing inflation, is likely 
to be defeated. Without the 
expansion needed to spread 
overheads and overcome shor¬ 
tages, without the ability to at¬ 
tract and retain good manage¬ 
ment and to reward labour 
adequately lor improving 
its productivity, without the 
resources to conduct research 
and development in all sides of 
our business and without the 
ability to give our shareholders 
an adequate reward for the 
investments they have made 
and the risks they are taking, 
the cutting edge of a major 
weapon in the battle against 
inflation—-a healthy, industrial 
machine—must inevitably be 
blunted. We believe, never¬ 
theless, that despite the wor¬ 
rying situation facing us at 
present, we shall succeed in 
due course in striking the deli¬ 
cate balance between giving 
you, our shareholders, a fair 
return on your investment and 
at the same time ensuring that 
we do all we can in fighting 
inflation. 

‘This does not purport to lie 
a report of the proceedings of 
the Annual General Meeting/’ 
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USHA MARTIN BLACK (WIRE ROPES) LTD. 



Speech Of The Chairman, Shri G. D. Jhawar 

The following is the text of the speech delivered by Shri 
G. D. Jhawar, at the Nth Annual General Meeting of the 
Company held at its Registered Office at 14, Princep 
Street, Calcutta 13 on the 7th June 1972. 


| SHRI G. D. JHAWAR 

X It gives me great pleasure to 
1 welcome you at the Annual 
? General Meeting of the Com- 
y? pany. 1 presume by this time 
. you have gone through the 
! annual report of the Company 
; for thejyear ended December 
J 31, 1971. 

During the course of the 
year behind us, the country has 
passed through a most crucial 
period in its history. A nat¬ 
ion-state born in the minds of 
seventy-five million people of 
Bangla Desh in the dark 
night of March 25 last year has 
received baptism in a war that 
has inflicted a crushing defeat 
on those who tried to suppress 
the democratic aspirations of 
its people. The victory in 
Bangla Desh is a tribute to the 
spirit of freedom and dignity 
of man—which we in this sub¬ 
continent have cherished for 
centuries. 

I will take this opportunity 
of expressing our gratitude 
towards our valiant armed 
forces and those Jawans who 
have laid down their lives and 
lost limbs in the service of the 
Motherland. 

The tragic circumstances 
which brought India and Bangla 
Desh together may represent, 
in the perspective of history, 
one of the turning points in 
the future of the whole of Asia. 
Today, if we can raise our 
heads high in the comity of 


nations, it is largely due to the 
inspiring leadership of our 
beloved Prime Minister, 
Srimati Indira Gandhi. This 
augurs well for long-term 
growth and stability of the 
country; in fact the air of 
gloom and despondency which 
prevailed in the first half of 
1971 has now been largely re¬ 
placed by a new air of confi¬ 
dence and a revival of hopes 
and aspirations for a construc¬ 
tive surge forward in the 
country. 

The burden of refugees and 
the consequent war with Pak¬ 
istan has hud its impact on the 
economy of the country. The 
damage done to the economy 
cannot be explained in terms of 
a draft on current resources 
alone. The wear and tear of 
the economic infrastructure 
and the stresses and strains on 
the social fabric, which are no 
less significant, are yet to be 
quantified. All these have 
implications tor the country’s 
economy many of which will 
unfold only with the passage of 
time. Meanwhile, we find that 
the problems facing our eco¬ 
nomy arc substantially the 
same as they were last year. 
After recording an annual rate 
of growth of 6.4 percent in 
1968 and 7.1 percent in 1969, 
the rate of increase in industrial 
output declined to 4.8 percent 
in 1970. This declining trend 
became more pronounced in 
the latter half of 1970 when a 
rise of only 3 percent over the 


level attained in the corres¬ 
ponding period of 1969 was 
recorded. The latest available 
statistics indicate that during 
the first 8 months of 1971, the 
rise in the index of industrial 
production was only 2 percent 
as compared to 5.5 percent 
during the corresponding peri¬ 
od of the previous year. 

The Government of Smt. 
Gandhi could be a milestone 
and a turning point in our 
history—she is in firm control 
of the situation. Let everyone 
know that she is re-structuring 
all her economic policies and 
will call for results instead of 
arguments, thesis and files. 

Recent elections to the state 
assemblies with a massive vic¬ 
tory for the Congress have 
strengthened Smt. Gandhi’s 
hands further. Now it should 
be easier for the Government to 
pursue a more stable econo¬ 
mic policy for much faster 
progress and prosperity of the 
country. 

I am pleased to report that 
your Company carried out its 
expansion programme by in¬ 
stallation of Balancing equip¬ 
ment mentioned in my last 
report with great speed, for 
which a loan of Rs. 25 lacs 
was taken from ICICI. The 
benefit of increased product¬ 
ion helped the Company to 
increase its sales during the 
second half of the year. During 
the year under review, the 


prices of raw materials, espe¬ 
cially high carbon wire rods, 
zinc, lead, Acid, Fibre Core, 
Oil and Lubricants, all soared 
high both due to statutory im¬ 
posts and otherwise. The 
Company has tried to absorb 
some of these costs and all 
the increases have not been 
passed on to the customers. 
The policy has been to conti¬ 
nuously try and expand pro¬ 
duction as well as turnover to 
face the challenge of ever- 
increasing cost of production. 

Further Growth 

We have been constantly ex¬ 
ploring areas for further growth 
and diversification with a view 
to increase our exports. We 
had approached the Govern¬ 
ment to allow us expand the 
production of fine cords. I 
am glad to inform you that all 
formalities of getting the In¬ 
dustrial Licence, Import Lic¬ 
ence etc. have been completed 
and orders for the Plant and 
Equipment have also been plac¬ 
ed. The Company is vigorously 
pursuing the matter and phas¬ 
ed production of this project 
should start before the end of 
this year. With the start up 
of this, the Company would be 
in a solid position in offering 
the widest possible product 
range for exports. 

The Company has also been 
pursuing its project to further 
expand the production of wires 
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by 9000 tonnes f# which neces¬ 
sary Industrial * and Import 
Licences have already been 
obtained. It will now be pos¬ 
sible (or the Company to 
iufther diversity and produce 
larger varieties of specialised 
wires for which the Company 
has been able to develop the 
know-how by constant re¬ 
search development in all its 
aspects. It is confidently anti¬ 
cipated that the Company’s 
team of young techniques will 
be able to face new challengers 
in the manufacture of stainless 
steel wires, alloy steel and ball 
bearing wires, and other varie¬ 
ties of highly specialised high 
tensile galvanised and black 
wires. Rapid progress is ex¬ 
pected in the very near future 
in all these fields. 


Your Company has been 
lucky in having one of the most 
modern Wire Drawing Plant 
in the World. Most of its plant 
and machinery having been 
imported from the world fam¬ 
ous manufacturer of Wire 
Drawing Machine, Marshall 
Richards Barcro Limited, U.K. 
It has been possible to produce 
high quality wires at consider¬ 
ably high speeds on these 
machines achieving very high 
efficiency. Indigenously such 
machines were not avail able 
and it was felt that for future 
growth of the Company as well 
as the Country’s Wire Draw¬ 
ing Industry, it was necessary 
to develop the supply of such 
sophisticated machines from 
indigenous sources. We had 
been actively pursuing this 
scheme for a long time, and 
are glad to inform you that the 
necessary approval of the Col¬ 
laboration Agreement has been 
obtained by the Company 
from the Government of India. 
Very shortly, positive steps by 
way of installation of plant 
and machinery will be under¬ 
taken to implement the project. 
With this, it is hoped, that the 
much felt gap of high quality 
machines will be met. 


Supply of high carbon wire 
rods, particularly in the East¬ 
ern Region of the country, 
has been posing a formidable 
problem. The shortage of steel, 
as you know, has been crip¬ 
pling the progress of the Engi¬ 
neering Industries of the coun¬ 


try. With a view to supple¬ 
menting the supplies of nigh 
carbon steel, considerable 
quantity of which is still being 
imported, the Company has 
made an application for put¬ 
ting up a 50,000 tonnes per 
annum Continuous Casting 
Plant. I am glad to inform 
you that the Company has 
received the necessary letter of 
intent and considerable pro¬ 
gress has also been made in 
promoting a new Company 
by the name and style of Usha 
Alloys and Steels Limited for 
taking up this Project. The 
Company's application to fin¬ 
ancial institutions has made 
considerable progress and 
very shortly, it is proposed 
that the new Company will 
approach the Public with its 
Share Issue before the end of 
this year. Land has already 
been acquired and all plant and 
equipment having long deli¬ 
very, have also been ordered 
for. With the start-up of pro¬ 
duction of this unit, the in¬ 
dustry in the Eastern Region 
should be assured of timely 
supply of raw material from 
indigenous sources. This will 
be a major contribution by 
your Company towards the 
national goal of ‘Self-Reli¬ 
ance*. 

Power Crisis 

Wc have seen in recent times 
—with little sign of abatement 
—the power crisis faced by 
almost all the States in general 
and the Eastern States, in parti¬ 
cular. Press reports and in¬ 
formations trickling from Po¬ 
wer Plants that are being run 
by Electricity Boards give a 
picture of near-chaos and de¬ 
plorably incompetent manage¬ 
ment ot these Plants. The pre¬ 
sent generation of Indians have 
mortgaged generations to come 
by the long term loans taken 
from foreign countries to set 
up these plants, Power stat¬ 
ions and projects. How can 
the country continue to accept 
indifferent operations jopardi- 
sing the economic structure and 
seriously affecting industries 
and agriculture in the area? The 
Eastern States are potentially 
very rich in natural resources 
like Minerals, heavy industries 
and good agricultural land, yet 
all this potential has been left 
to waste, resulting in stagnat¬ 


ion and massive unemploy¬ 
ment. 

Much stress is being laid on 
development of backward stat¬ 
es and areas. The Govern¬ 
ment at the Centre should scri- 
ouly think of not only provid¬ 
ing extra monetary resources 
but insist on providing compe¬ 
tent management for such 
Power Plants in the backward 
States. The example of Patratu, 
Barauni, Bandel etc., should be 
utilised for corrections. It will 
be in the interest of these 
backward States to agree to 
give up the management of 
these Power Plants or the new 
ones that are coming up in the 
area to Central Government 
or enter into some alternate 
management arrangements un¬ 
der contract for a minimum 
period of 10 years and in 
due course, build up good 
team and expertise before they 
take over the management. 
The commanding heights can 
only be achieved by efficient 
running of Plants of whatever 
capacity which have been put 
up. 

Wagon Shortage 

Eastern Sector has been 
equally hit by shortage of wag¬ 
ons and we constantly hear ol 
Railways blaming the consum¬ 
ing industries and vice versa . 
We hear of Collieries closing 
down due to excessive Pithead 
stocks. Wc hear of Power 
Stations on verge of closure 
due to paucity of coal. Wc 
hear of C.M.D.A. programmes 
being hit—due to shortage of 
stone chips and cement due to 
non-supply of wagons. While 
every atlempt should be made 
towards improving the Rail¬ 
way services and extra wagons 
obtained to take care of the 
increasing traffic, l feel, the 
problem deserves to be looked 
into from an altogether dif¬ 
ferent angle. 

Railways and road transport 
have been treated as competi¬ 
tors to each other and unfortu¬ 
nately, till now the Road 
Transport has been loaded with 
all sorts of taxes to protect 
the Railway. A situation has 
been reached where Railways 
definitely have more than they 
can cope with. Even if they 
deny it, the economy would 
gain by exposing the transport 


system of the country to some 
competition* If necessary, (he 
Railway freights should be so 
rearranged that for short dis¬ 
tances, say within a radius of 
300-400 miles. Road Transport 
could compete and provide the 
necessary safety valve to take 
care of such difficult situation 
as we face today. 

This opportunity could be 
utilised by arranging trucks for 
unemployed persons through 
Banks to be usefully employed 
and play their part in the eco¬ 
nomic activity of the country. 
This will necessitate the im¬ 
provement ol roads—another 
labour intensive employment 
generator and also solve the 
transport problem to some 
extent. The Government should 
be fully aware of the dangers 
of its total dependence on 
Railways when in the recent 
past some sections of its em¬ 
ployees had started pressurising 
the whole economy at a most 
delicate time. 

Conclusion 

It is my privilege to report 
that your Company’s labour 
relation has been satisfactory. 
The Company is also actively 
pursuing policies to materially 
improve the living standards of 
its employees. It has started a 
Social Centre at its Plant with 
Rest Rooms, Libraries, De¬ 
monstration rooms. Coopera 
tive Stores and a well equip¬ 
ped Medical Centre. It is 
also taking active interest in 
arranging to guide its employees 
and nearby villagers in modern 
methods of agriculture, animal 
husbandry and vegetable grow¬ 
ing. All these steps should 
help the development of the 
area in which your factory is 
operating. 

My thanks go to the labour, 
officers and the Secretariat. 
Thanks are also due to Martin, 
Black Sc Co. (Wire Ropes) 
Limited and Rylands-Whitc- 
cross Limited for their valuable 
assistance and co-opcration to¬ 
wards on all-round progress 
and development of the Com¬ 
pany. 

Note : This does not purport 
to be a record of the proceed¬ 
ings of the Annual Genera'l 
Meeting. 
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RECORDS 

AND 

STATISTICS 


Report of 
Ministry of 
Steel and 
Mines: 

The production of steel in the 
country during 1971-72 totalled 
6.3 million ingot tonnes as 
compared to 6.13 million ingot 
tonnes in the previous year, 
according to the annual report 
of the Ministry of Steel and 
Mines for 1971-72. 

The production of tool alloy 
and special steels during the 
year was about 0.3 million 
tonnes and saleable pig iron 
about 1.00 million tonnes. 
With the substantial increase in 
the production of alloy steels, 
imports of alloy steels have 
been stopped. 

A target of 7.2 million ton¬ 


nes of steel ingots has been set 
up for the main steel plants 
during 1972-73. This will mean 
an additional production of 
about a million tonnes of steel 
ingots representing on the ave¬ 
rage 80 per cent utilisation of 
rated capacity. In addition 
there will be production of mild 
slccl from Mysore Iron and 
Steel Limited and electric fur¬ 
naces, to the extent of six to 
seven lakh tonnes of mild steel. 

The steel manufacturing 
capacity at the end of the fourth 
Plan is expected to be 12 million 
ingot tonnes. In the fifth Plan 
period this capacity will be 
further augmented by expan¬ 
sion of Bhilai Steel Plant and 
the Bokaro Steel Plant to about 
four million tonnes each and 
by establishing two new steel 
plants at Visakhapatnam and 
Vijayanagar. The implementa¬ 
tion of these schemes by the 
end of the fifth Plan will create 
a capacity to manufacture 
approximately 19 million ingot 
tonnes of steel. 

A long term development 
programme has been formu- 


taiea ipr expansion or aitoy 
steel production in the country. 
The product-mix for the expan¬ 
sion of alloy steel plant Durga- 
pur and the new steel plant at 
Salem was being examined, 
keeping in view the likely de¬ 
mand of various categories by 
1980. 

Expansion of Capacity 

Steps are being taken to 
augment the steel making capa- 
city, with the expansion of the 
capacity of Bhilai in the public 
sector and Indian Iron and 
Steel Company hid in the 
private sector. 

The Bhilai Steel Plant is 
being further expanded to 
about four million tonnes steel 
capacity from the present 2.5 
million tonnes. This will be 
achieved by the end of 1976. 

Action is also in hand to 
develop the further supporting 
facilities including mechanisa¬ 
tion of the captive iron ore 
mines and the setting of the 
second sintering plant. 

The Indian Iron and Steel 
Company has submitted a de¬ 
tailed scheme for expansion to 
1.3 million tonnes of steel 
ingots from its present installed 
capacity of one million tonnes 
of steel ingots. The scheme is 
under detailed examination. 

Bokaro 

The construction work on 
stage I of the Bokaro Steel 
Plant for production of 1.7 
million tonnes made progress 


&c a rapm. pace during the 
year 1971-72, according to the 
report. The civil work on the 
first blast furnace complex is 
almost complete. The first coke 
oven battery was lighted in 
March 1972, and the first blast 
furnace is expected to be com¬ 
missioned within the next few 
months. 

For stage I. as a whole, 99.3 
per cent of the earth work 
excavation, 85.8 per cent of 
RCC and concrete, 83.7 per 
cent of ground communication 
have been completed. The steel 
structures erected during 1971 
was more than 71,000 tonnes, 
this is one and a half times more 
than was done during 1970. 
About 39,000 tonnes of equip¬ 
ment have been erected during 
1971; this is double the quantity 
erected during 1970. In fact the 
monthly rate of erection of 
structures and equipment has 
more than doubled from about 
5,500 tonnes in October 1970 
to more than 11,000 tonnes per 
month towards the end of 1971. 
The refractory lining work in¬ 
creased by five times from 5,568 
tonnes in 1970 to 34,026 tonnes 
in 1971. 

The government has taken 
a decision to launch a crash 
programme for achieving a 
capacity of 2.5 million tonnes of 
steel ingots between the first 
(1.7 million tonnes) and second 
(4.00 million tonnes) stage at 
Bokaro Steel Plant. The work 
on the 2.5 million tonnes is 
expected to be completed by the 
end of the fourth Plan. The 


Table 1 


Production of Steel Ingots 


(In ‘000 tonnes) 


Year 

Bhilai 

Durgapur 

Rourkela 

TISCO 

USCO 

Total 

(1-5) 

M1SL 

Others 

Grand 

Total 


1 

2 

3 

4 

5 

6 

7 

8 

9 

1961-62 

789 

462 

354 

1,643 

934 

4,182 

49 

54 

4,285 

1962-63 

1,060 

731 

700 

1,799 

1,002 

5,292 

46 

57 

5,395 

1963-64 

1,143 

972 

800 

1,892 

1,027 

5,834 

48 

63 

5,945 

1964-65 

1,131 

1,006 

979 

1,956 

950 

6,012 

47 

69 

6,138 

1965-66 

1,371 

1,001 

1,065 

1,979 

970 

6,386 

69 

72 

6,527 

1966-67 

1,852 

754 

943 

2,001 

897 

6,447 

75 

75 

6,597 

1967-68 

1,785 

738 

924 

1,933 

791 

6,171 

91 

70 

6,332 

1968-69 

1,735 

823 

1,162 

1,816 

777 

6,313 

120 

73 

6,506 

1969-70 

1,876 

818 

1,104 

1,708 

700 

6,206 

136 

92 

6,434 

1970-71 

1,940 

634 

1,038 

1,715 

627 

5,954 

91 

94 

6,139 

1971-72* 

1,954 

700 

823 

1,709 

617 

5,803 

133 

364 

6,300 


* Provisional. Sources: (i) Statistics for Iron and Steel Industry in India (issued by HSL). (ii) Iron and Steel Control Bulletin. 


eastern economist 


1202 


june 16,1972 




TableH 


■ 

1 


Production of Saleable Pig Iron 



(In ‘000 tonnes) 

Year 

Bhilai 

Durgapur Rourkela 

tisoo 

1ISCO 

Total 

(1*5) 

M1SL 

Others 

Grand 

Total 


1 

2 

3 

4 

5 

6 

7 

8 

9 

1963-64 

407 

418 

98 

6 

203 

1,132 


31 

1,163 

1964-65 

349 

385 

779 

23 

207 

1,043 


42 

1,085 

1965-66 

509 

336 

68 

18 

219 

1,150 

m m 

26 

1,176 

1966-67 

550 

201 

59 

3 

172 

985 


28 

1,013 

1967-68 

656 

278 

64 

1 

197 

1,196 


22 

1,218 

1968-69 

591 

375 

147 

2 

346 

1,461 

13 

31 

1,505 

1969-70 

649 

376 

113 

1 

322 

1,461 

4 

74 

1,539 

1970-71 

554 

330 

96 

1 

253 

1,234 

30 

56 

1,320 

1971-72* 

476 

269 

127 

. . 

46 

918 

38 

68 

1,024 


♦Provisional. Source: 1963-64 to 1970-71--Iron and Steel Control Bulletin. 


Table 111 


Production of Saleable Steel by Main Producers 


(In ’01K) tonnes) 

Year 

, 

Bhilai 

Durgapur 

Rourkela 

TISCO 

IISCO 

Total 

1961-62 


551 

362 

186 

1,318 

737 

3,154 

1962-63 


803 

486 

421 

1,413 

795 

3,918 

1963-64 


884 

731 

566 

1,507 

810 

4,498 

1964-65 


916 

721 

689 

1,568 

755 

.6,649 

1965-66 


1,028 

684 

782 

1,568 

723 

4,785 

1966-67 


1,328 

550 

783 

1,568 

709 

4,837 

1967-68 


1,252 

527 

640 

1,534 

613 

4.566 

1968-69 


1,344 

500 

773 

1,465 

640 

4,722 

1969-70 


1,496 

494 

796 

1,440 

568 

4,794 

1970-71 


1,549 

413 

683 

1,375 

523 

4,453 

1971-72* 


1,568 

432 

598 

1,386 

493 

4,477 


♦Provisional. 

Sources: 1961-62 to 1969-70—Statistics for Iron & Steel Industry in India—issued by HSL-1970, 1970-71—Plants concerned. 

Table IV 

Production of Tool Alloy and Special Steel 

' (In tonnes) 


Producers 


1. Canara Workshops Ltd., Mysore 

2. Firth Sterling Steel Co of India Ltd., Maharashtra 

3. Globe Motors (P) Ltd., New Delhi 

4. Guest Keen, Williams Ltd., West Bengal 

5. Alloy Steel Projects, Durgapur 

6. Hindustan Steel Ltd. (Bhilai, Rourkela & Durgapur Steel Plants) 

7. Indian Iron 4: Steel Co., West Bengal 

8. Lasco Steel Ltd., Madras 

9. Mahindra Uginc Steel Co. Ltd., Maharashtra 

10. Mysore Iron & Steel Ltd., Mysore 

11. Singh Engg. Works Ltd., (U.P.) 

12. Tata Iron 8'. Steel Co. Ltd., Bihar 

13. J.K. Iron & Steel Co. Ltd., Kanpur 

14. Krishna Steel Industries (P) Ltd., Bombay 

15. Mukand Iron 8 r - Steel Works Ltd., Bombay 

16. The National Iron 8: Steel Co. Ltd., Calcutta 

17. Textool Co. Ltd., Coimbatore 

18. Himmat Steel Foundry (MP) 


Total 


1968-69 

1969-70 

1970-71 

1971-72 

1,834 

2,163 

3,801 

3,650 

135 

533 

921 

942 

9 45 


7,816 

6,400 

31,022 

24,619 

29.686 

33,100 

24,046 

41,189 

38,621 

38,621 

42,142 

37,383 

113,964 

130,814 

1,784 

1,664 

Nil 

Nil 



# , 

Nil 

17,963 

19,679 

28.174 

31,710 

16,318 

46,362 

18,527 

62,210 

. . 

. . 

467 

Nil 

64,157 

66,926 

71,427 

9,970 


, . 

67 

120 

, , 

, . 

Nill. 

Nil 

, , 

19,318 

241 

3.166 

, . 

1,225 

657 

Nil. 

. . 

, . 

63 

395 




800 

200,346 

261,061 

350,037 

322,898* 


♦Provisional. Data received from Iron and Steel Controller, Calcutta. Sources: I. & S. Control Bulletin. 
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work on the second stage 'has Visakhapati 
commenced and possibility or would take'^ 
further expansion to 5.5 million (from now. AA 
ingot tonnes is under examina- 
lion. 


Steel Plants 
>ut eight years 


New Steel Plants 

The techno-cconomic feasi¬ 
bility report, of the new steel 
plants at Salem, Vijayanagar 
and Visakhapatnam, which have 
been received from the consul¬ 
tants, are under examination 
of the Department of Steel. 
Meanwhile considerable pro¬ 
gress has been made on preli¬ 
minary items of work for sett¬ 
ing up of these plants. Action 
has been taken on acquisition 
of land for these plants. 

Soil t tests, plate beating 
tests etc. for the three projects 
have been completed by the 
Hindustan Steel Construction 
Ltd and other investigations 
arc also underway. 

The survey of India have 
completed the topographical 
surveys of the three plants 
sites, railways have completed 
survey for exchange yards, sid¬ 
ings etc., water supply schemes 
drawn up by the state govern¬ 
ments arc being finalised and 
testing of raw materials is be¬ 
ing done by the National 
Metallurgical Laboratory. 

According to the schedule of 
construction as indicated by the 
consultants in the feasibility 
reports, the Salem Steel Plant 
would be commissioned in 
seven years, while the commis¬ 
sioning of the Vijayanagar and 


Hindustan $i*el 

According to the report, un¬ 
der the original programme 
formulated by HSL, a produc¬ 
tion of 4.75 million tonnes of 
ingots and 3.59 million tonnes 
of saleable steel was expected 
from the three integrated steel 
plants at Durgapur, Bhilai and 
Rourkcla. The total production 
level envisaged in the three 
plants, however, could not be 
reached although the anticipat¬ 
ed production of 1.954 million 
tonnes of ingots at Bhilai is the 
highest in the plant so far and 
14,(XX) tonnes more than last 
year's production; production 
at Durgapur has exceeded pre¬ 
vious year's production by 
6,000 tonnes of ingots. Total 
production was only marginally 
less than in the previous year 
in spile of the serious mishap 
in Rourkela which resulted in 
the loss of production of about 
35,000 ingot tonnes of steel. 

The main factors, listed in 
the report, responsible for 
shortfall in production as com¬ 
pared to the targets are: the 
major break-down in some of 
the coke oven batteries in 
Bhilai, collapse of the roof 
structure of the steel melting 
shop in Rourkcla and the gene¬ 
ral disturbed industrial rela¬ 
tions in Durgapur. 

To improve the performance 
of coke ovens special repairs 


Tabu Vi 

Production of Flubbed Steel—Category-Wise 

(In '000 tonnes) 


Category 

1969-70 

1970-71 1971-72 

(Provisional) 

AMUdSteel 

Light and Medium Structural 

612.9 

641.7 

494.0 

Heavy Structural 

243.0 

238.3 

201.7 

Heavy Rails (i) 1st Class 

247.7 

243.7 

234.5 

(ij) 2nd Class 

170.4 

145.4 

110.3 

Light Rails 

7.0 

5.5 

6.2 

Black Sheet (Corr.) 


, , 

0.7 

Black Sheet (Plain)— 

(i) Hot Rolled 

205.7 

212.4 

225.0 

(ii) Cold Rolled 

83.5 

85.2 

88.5 

G.P. Sheets 

74.9 

72.9 

54.0 

G.C. Sheets 

119.7 

117.2 

109.2 

Plates 

321.3 

271.4 

278.0 

Bars 

1,151.6 

1,055.7 

1,090.0 

Rods 

575.6 

517.6 

533.2 

Wires:—(i) Black 

72.5 

48.5 

80.5 

(ii) Galvd 

46.7 

34.8 

47.0 

(Hi) Others 

63.6 

52.3 

71.5 

Hoops 

2.3 

6.6 

8.0 

Strips- (i) Hot Rolled 

244.8 

91.6 

67.0 

(ii) Cold Rolled 

81.2 

100.1 

104.0 

Box Strappings 

6.8 

6.7 

5.2 

Steel Sleepers 

49.7 

58.8 

67.5 

Tinplates 

94.5 

133.4 

100.2 

Skelp 

240.6 

242.6 

236.0 

Slitc Coils 

9 m 

m 9 


Wheel, Tyres & Axles 

33.9 

37.5 

31.5 

Special Sections 

36.5 

57.5 

65.0 

Total Mild Steel 

4,786.4 

4,477.4 

4,308.7 

B Total Alloy & Special Steel 

261.1 

350.0 

322.9 

Grand Total (A I B) 

5,047.5 

4,827.4 

4,631.6 


Source: Iron and Steel Control Bulletin for 1969-70 and 1970-71 


Table V 

Production of Finished Steel—Producer-wise 


(In ’000 tonnes) 


Year 

Bhilai 

Durgapur Rourkcrla 

TISC 

1SSCO 

Total 

d-5) 

MISL 

Others 

Grand 

Total 


i 

2' 

3 

4 

5 

6 

7 

8 

9 

1961-62 

354 

81 

178 

886 

557 

2,056 

39 

844 

2,939 

1962-63 

555 

234 

427 

977 

632 

2,852 

39 

1,000 

3.864 

1963-64 

658 

374 

527 

1.035 

652 

3,246 

41 

1,009 

4,296 

1964-65 

654 

493 

626 

1,108 

637 

3,518 

39 

876 

4,433 

1965-66 

726 

511 

717 

1,084 

623 

3,661 

49 

800 

4,510 

1966-67 

722 

39) 

638 

1,062 

576 

3,389 

60 

1,042 

4,491 

1967-68 

690 

342 

602 

1,002 

451 

3,087 

70 

896 

4,053 

1968-69 

903 

383 

738 

1,048 

512 

3,584 

77 

1.241 

4,902 

1969-70 

11.34 

395 

758 

1,002 

460 

3,749 

40 

1,259 

5,048 

1970-71 

1,215 

337 

593 

983 

464 

3,592 

24 . 

1,213 

4,829 

1971-72* 

948 

337 

531 

950 

436 

3,202 

22 

1,398 

4,632 


•Provisional. Sources: (i) 1961-62 to 1962-63: Statistics for Iron and Steel Industry in India 1966 issued by HSL. 

(ii) 1963-64 to 1970-71: Iron and Steel Control Bulletin. 
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Mrs. Chaudury 
is coin-conscious 



PNB does! 


Mrs. Chaudury is a thrifty housewife. She 
buys for her family the best provisions at 
bargain rates. From every purchase there 
Is a lot of small change left over. She tries 
to save each one of these coins, for she 
knows that if she takes care of the coins 
the rupees will take care of themselves., 

She is a disciplined saver and out of her 
savings she deposits every month Rs. 50/- 
in her Recurring Deposit Account at PNB. 
She is saving for a purpose. She is plan¬ 
ning to buy a refrigerator. She will buy one 
when her Recurring Deposit Account 
matures at the end of 48 months. She will 


then get Rs. 370/* more than she had 
deposited, i.e., Rs. 2770/*...sufficient to 
buy the refrigerator of her choice! 

You too can benefit from PNB's Recurring 
Deposit Scheme and buy anything you 
want...a sewing machine, a bicycle, a 
scooter, a TV set, a car, or even a house I 

Indeed, PNB has deposit schemes to suit 
everybody. Here are some of them: 

Recurring Deposit * Special Fixed 
Deposit * Old Age Provision Deposit 
Sc Automatic Extension Deposit 
★ Student Deposit * Mini Deposit. 


for further details plaaaa contact out nearest branch. Wa havo 
oearUt hranchaa throughout the country. 

fSUMMUIUMlIMI 

MorpubfPNs-S In the Mrvloe of thn notion olnco IMS 
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ALUMINIUM 

CAN MAKE YOUR 
HOME LOVELIER 
x AND LIVELIER 


Steele, etegant, light, bdght, strong, durable, rust-proof, 
hygienic.. onecoufd go on listing the virtues of the wonder 
metal, ALUMINIUM. Every modern home uses versatile 
aluminium furniture, fixtures, utensils and appliances. 

Join the modern trend—use aluminium in your home too 
Make sure that your furniture is made of Hindalco 
Aluminium. Hindalco does not make these finished goois 
but it supplies the much-needed aluminium (in primary & 
Semi-fabricated forms) for their manufacture. 
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bavebcsn. undertaken. A spe¬ 
cial group was constituted to 
suggest the most affective mea¬ 
sures for ihoreasieg coke pco- 
duction. The suggestiohs are 
under implementation. 

To meet shortage of coke 
oven gas, supplementary fuels 
ire being used. . Anew coke 
oven battery was commission¬ 
ed at Bhilai.in January 1972.. 
The reconstruction of the 
roof of the steel melting shop 
at Rourkela was completed in 
record time. Production had 
picked up to a good level by 
February 1972. 

To ensure timely availability 
of stores and spares, rolls, raw 
materials, refractories, etc. a 
three-year rolling plan for these 
items, has been formulated for 
the integrated steel plants in 


the country. Likewise a three- 
year maintenance programme 
for the integrated steel plants 
has also been finalised. These 
measures will result in a better 
and timely maintenance and 
utilisation of existing installed 
capacity, and will contribute 
towards self-sufficiency. 

HSL has evolved new pro¬ 
duction incentive scheme de¬ 
signed to motivate labour pro¬ 
ductivity and discourage absen¬ 
teeism and reduce over-time 
payments. In the field of indus¬ 
trial relations, the emphasis 
at all levels is on a participative 
approach to the solution of the 
problems. 

Heavy Engineering 

Among engineering units, the 
Heavy Engineering Corpora- 


Table VIII 

Category-wise Experts of Iron and Steel during 1970-71 and 1971-72 

(AprO-Feh. *72) 

(Quantity in thousand tonne) 
(Value in Rs lakhs) 


Category 

——h.. 

1970-71 

1971-72 (April-Feb. 




•72) 



Quantify 

Value 

Quantity 

Value 

(1) Pig Iron 

464.8 

21,02.4 

200.7 

6,91.4 

(2) Ingots 

40.1 

1,83.3 


, . 

(3) Billets 

22.9 

1,15.0 



(4) Rails 

87.6 

6,03.6 

87.6 

7.81.9 

(5) Structural 

281.2 

28,23.3 

100.5 

9.04.5 

(6) Bars & Rods 





including light 





structural rolled 





by re-rollers 

101.4 

8,64.0 

4.3 

35.3 

Total 

998.0 

66,91.6 

393.1 

24,13.1 


Table VII 

Imports of Iron and 


Steel 


(Quantity in tonnes and value in Rs lakhs) 


Items 

1968-69 


1969-70 


1970-71 

1971-72 (April-Sept.) 

Quantity 

Value 

Quantity 

Value 

Quantity 

Value 

Quantity 

Value 

Pig Iron/Ferro Alloys 

1,858 

136 

2,399 

123 

1,609 

200 

4,644 

177 

Cast Iron 

3,306 

162 

1.454 

80 

1,626 

72 

661 

52 

Mild Steel 

366,492 

58,25 

345,282 

58.10 

551,132 

100,10 

505,104 

77,48 

High Carbon Steels 

36,088 

648 

31,836 • 

588 

71.454 

15,45 

82,268 

16,33 

Alloy Steels 

35,874 

15,90 

28,286 

12,16 

64,824 

25,81 

51.272 

17,78 

Steel Castings & Forcgings 

8,349 

383 

7,231 

393 

8,015 

434 

3,602 

201 

Iron & Steel Scrap 

13,469 

122 

6,599 

91 

7,428 

76 

8,009 

85 

Total 

465,436 

88,76 

423,087 

83,01 

706,088 

149,18 

655,560 

116,74 


Table IX 

Statement showing Conntrywise, Category wise Exports of Iron and Steel during the 11 months period ended 29-2-1972 


Country Rounds/Flats Structural Rails Pig Iron fiillels/lngots 



(Tonnes) 

(Tonnes) 

(Tonnes) 

(Tonnes) (Tonnes) 

1, Argentina 


.. 

9,700 


2. Burma 



21,754 


3. Hong Kong 


231 



4. Indonesia 


383 



5. Iran 


13,644 



6. Iraq 


435 

. . 


7. Japan 

• 



i,39,623 

8, Kenya 


164 



9. Kuwait 

592 

199 



10. Muscat 

73 

.. 



11. Singapore 

. . 

43 


' 32,399 1! 

12. South Korea 

. . 


40,598 

6.573 

13. Sudan 

2,446 

395 

. . 


14. UAR 

649 


15.502 


15. USA 

510 

" 1,527 



16. USSR 

, , 

83,438 

. . 


17. Yugoslavia 




22,129 

Total 

4,270 

100,459 

■ 71,552 

2,00,724 

* 


Total exports of Iron & Steel during the 11 months period ended 29-2-1972; 3,93,005 tonnes F.O.B. Value Rs 24.13 crores. 
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tion Ltd manufactured 30,468 
tonnes of mechanical equip¬ 
ment and structural (23,109 
tonnes in 1970-71), 20,954 ton¬ 
nes of forgings (16,021 tonnes 
in 1970-71) and 20 numbers 
of machine tools (28 number in 
1970-71) valued at about Rs 
39 crorcs as compared to about 
Rs 28 crores in the previous 
year. The value of machine 
tools produced during 1971-72 
was Rs 126.26 lakhs as against 
Rs 105.43 lakhs during 1970-71. 

The report points out that 
during the year HEC made a 
net cash gain of about Rs one 
crore, excluding interest charg¬ 
es and depreciation. If the pre¬ 
sent rate of improvement is 
maintained the company would 
reach .the break-even stage in 
1973-74. 

Many important items of 
equipment were manufactured 
for the first time in the country, 
according to the report. 

The main work load of the 
company at present relates to 
supply of equipment for the 
first stage of the Bokaro Steel 
Plant. Most of the equipment 
required for the erection of the 
first blast furnace complex has 
been suppplied. During this 
year, orders for the second 
stage of Bokaro have been 
received. 

Engineering Units 

The report brings out a sig¬ 
nificant feature that the Mining 


and Allied hiicshinery Corpora¬ 
tion which wee incurring subs¬ 
tantial lossetjeand the Commit¬ 
tee on PubU^Undertakings had 
recommended its closure has 
improved itspierformance. Dur¬ 
ing the last quarter of 1971-72 
it did not incur any operating 
cash loss, excluding interest 
charges apd depreciation. Pro¬ 
duction is expected to improve 
in 1972-73 and reach break¬ 
even stage by end of the year. 

In the engineering units un¬ 
der the Ministry production 
was as follows: Mining and 
Allied Machinery Corpora¬ 
tion Ltd. 11,300 tonnes (7,742 
tonnes in 1970-71); Bharat 
Heavy Plate and Vessels Limit¬ 
ed 2,480 tonnes (548 tonnes in 
1970-71), Tungabhadra Steel 
Products Limited 4191 tonnes 
(3587 tonnes in 1970-71) and 
Triveni Structural Limited 
10,214 tonnes (8,908 tonnes 
in 1970-71). 

Distribution of Steel 

The various measures for 
streamlining the distribution 
system, along with a fairly libe¬ 
ral import policy in respect of 
items in short-supply and the 
setting up of Steel Bank, coupl¬ 
ed with a regulatory policy in 
respect of exports, contributed 
to a large extent in bridging the 
gap between supply and de¬ 
mand. 

The Steel Raw Materials 
Bank has been set up with the 


omberive of physically main- 
tatting the requisite level of 
flt$b|' of specified, critical and 
Strategic categories of steel. 
The Bank has started functon- 
tog under the operational con¬ 
trol of the Hindustan Steel 


Used rails ate befog mad* 
available to the soap re-rollers 
in a regulated manner by the 
Ministry. The railways were 
earlier selling the rails by auc¬ 
tion. 


Limited. 

. The policy of distribution of 
steel is being made more and 
more consumer-oriented. The 
steel plants are at present sup¬ 
plying over 90 per cent of their 
production to actual consumer. 

Some of the special features 
of the new policy are that the 
small scale industries corpora¬ 
tion in the various States are 
now responsible for bulk pro¬ 
curement of steel and its distri¬ 
bution to the smalt scale units. 
The small scale units are no 
longer required to send indivi¬ 
dual indents or deposit earnest 
money under this scheme. 

The distribution and price 
of the products of the re¬ 
rollers have been regulated 


To keep pace with the rising 
demand and the short fall in 
indigenous production, bulk 
imports were arranged during 
the year for small-scale Indus, 
tries, export oriented engineer¬ 
ing industries and for other 
actual users. There were canal¬ 
ised through HSL and MMTC. 

The export policy inr1971-72, 
continued to be regulatory. 
Limited exports were permitted 
so as to make more steel avail¬ 
able for meeting internal grow¬ 
ing demand of engineering and 
other industries. An effort, 
was made to fulfil to past com¬ 
mitments and maintain foreign 
markets with a view to stabilis¬ 
ing trade relations with friend¬ 
ly countries. 


Table XI 


Categorywise Export of Ferro-alloys: April to September, 1971 



(Quantity) 

(Tonnes) 

Value 
(Rs lakhs) 

Ferro Alloys 

Ferro Manganese below 3% carbon 

720 

7.64 

Ferro Manganese over 3% carbon 

13,423 

153.40 

Ferro Chrome 

2,361 

66.44 

Others 

1 


17,504 

228.49 


Table X 

Export of Iron and Steel Scrap 


1970-71 1971-72 (Apr-Sept., 1971) 



Quantity 

(Tonnes) 

Value 

(Rs lakh) 

Quantity 

(Tonnes) 

Value 

(Rs lakhs) 

Iron and Steel Scrap for Rc-smcIting Re-forging 

Filling etc. 

64,867 

1,47.64 

17,015 

22.66 

Wornout articles 

673 

2.35 


# # 

Others 

164,816 

4,53.39 

50,236 

72.87 

Sub-Total 

230.356 

6,03.38 

67,251 

95.53 

Iron and Steel Scrap used as Prime varieties 

Bars ends etc. 

1,321 

3.38 



Sheet Cutting (Uncoatcd) 

23,508 

68.70 

8,io7 

18.82 

Sheet Cut»ings (Coated) 

922 

3.18 

f m 

Other Remnants 

4,798 

16.32 

7,6i6 

6.17 

Sub-Total 

30,549 

91.58 

15,123 

24.99 

Grand Total 

260,905 

6,94.96 

82,374 

120.52 
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of things to come. Traditionally, mango leaves on a KALASH; 

|1 oday s onu'ii for the <food festive days' Century A range of smart seductive 
lormts OtTrLilih' to wear Just nght to make n cherished presentation. Choose 
[horn the newest Anur.-n.lha, Vinudmi. Two x Two Monica, Lakes Beauty. Also from 
[Centuiv. a full rangu of (A»tco■ I! 0 and Cosy Cot Shirting--,. Paramsukh Dhotis. 
IC a r u f > f i (. . Po pirns. Voiles, Donas Biouohed Long Cloth and fabrics for all the funnily 
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SPOT 


his dynamic 


co-ordination 


The co-ordination of precious seconds. 

Interwoven into a meticulously preplanned schedule. 

By bringing together artistes of explosive Independence 

to produce a box-office hit I 

Through an unruffled command of situation. 

By employing a clap here and a wink there. 

With a deft sense of timing, 

which Is the real secret of his suoceee. 


GWALIOR 

SUITING 


Apart from all others: 
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"WHAT OF THEE I PIC OUT, LET 
THAT QUICKLY CROW EVER. LET ME 
NOT HIT THY VITALS OR THY HEART.” 









PPS.HAC-7'7 


HINDALCO NATION’S ECONOMY... 

In May, 196Z Hindalco started production of aluminium with a smelter capacity of 20.000 tonnes a year. The capacity was raised to 
40.000 tonnes in November. 1965. 60.000 tonnes in August 1967 and to 80.000 tonnes in May. 1969. Plans are in hand to expand the 

plant further to 120.000 tonnes by end-1973. 
Between May. 1962 and December. 1970 Hindalco. now India's largest producer of aluminium, has produced 372.903 tonnes of 

aluminium, which has saved for the nation nearly Rs. 180 crores of precious foreign exchange. 

As a substitute for imported copper in the electrical industries, 
the above output represents a much larger foreign 
exchange saving, since one tonne of aluminium is replacing 
two tonnes of copper and as imported copper is several 
times costlier than indigenous aluminium. 

As a vital raw material for Electrical Conductors 
b Cables. Telecommunications. Electric 
Capacitors. Condensers and Motors. 
Transportation (by road. rail, air and 





waier). Containers 6 Packaging (in both 
rigid b flexible forms). Building b 
Construction. Furniture. Paints. Surface 
Coatings. Explosives and Rocket Fuels. 
Industrial Castings. Steel Deoxidizing. 
Coinage. Missiles. Rockets. Satellites. Sophis¬ 
ticated Consumer Durables (like air-conditioners, 
refrigerators, electric fans). Business Machines 
(computors. typewriters, etc). Irrigation Piping. Grain 
Bins. Drainage Culverts, Water Mains and countless other applications. HINDALCO aluminium is helping to build a new India...With its 
almost limitless variety of forms and shapes and its versatile properties. HINnALCO aluminium is sure to play a crucial role in meeting 

industrial India's challenge today and tomorrow... 

HINDUSTAN ALUMINIUM CORPORATION LTD. 

WORKS: P.O. RENUKOOT, DISTRICT MIRZAPUR, U.P. 
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The United Nations conference on the 
human environment held at Stockholm 


would have justified the government of India chartering an entire Air-India Boeing 747 
and sending all of its council of ministers, complete with their entourage, to the 
capital of Sweden for the duration. Instead, only the Prime Minister (who was also 
visiting Sweden, Czechoslovakia and Hungary on the invitation of the governments of 
these countries), Mr C Subramaniam in his capacity as Minister for Science and 
Technology, Dr Karan Singh in his capacity as Minister for Tourism and Mr Inder 
Gujral, as Minister of State for Housing and Urban Development, made or were 
asked to make the trip. New Delhi, therefore, has every reason to be amazed, 
astonished and altogether astounded by its moderation. 

Its performance is all the more commendable in view of the fact that so very few 
ministers had managed to achieve so much at the conference. Mr Subramaniam has 
already announced that Stockholm was a famous victory for the Indian delegation. 
Wc must, however, wait for Mr Gujral for the full story and, if his account happens 
to be larger than life, so much the better for the morale of our government on the eve 
of the summit conference in Simla. 

At the time of writing, however, we have to make do with whatever particulars 
certain enthusiastic news agency reports have provided about what our delegation had 
been able to achieve for India and the world. The most exciting of these achieve¬ 
ments was the adoption, in the teeth of opposition from developed countries, at the 
plenary session of the conference a recommendation that the UN should immediately 
set up a new and separate fund for housing aid. The vote in this case was in favour of 
an amendment by India and Libya calling on the UN Secretary-General to “take im¬ 
mediate steps towards the establishment of an international fund ora financial insti¬ 
tution whose primary operative objectives will be to assist in strengthening the national 
programmes (in the field of human settlement) through the provision of seed capital 
and the extension of necessary technical assistance to enable an effective mobilization 
of domestic resources for housing and the environmental improvement of human settle¬ 
ments.” The language of the amendment bears the stamp less of Libya than of India's 
New Delhi where officialese has always been cultivated to the point where more and 
more words arc uttered to mean less and less, ft would not be wrong therefore to 
ascribe the lion's share of the credit for the amendment and its passage to Mr Gujral 
who master-minded the transaction on behalf of the Indian delegation. 

A nagging question, however, remains. Of what use is it to pass a resolution 
calling for the setting up of a fund which, presumably, must be fed for the greater part 
by the developed countries when those countries have unequivocally declared their 
opposition to the resolution? The question here is not whether the national delegat¬ 
ions which voted again r t the lndia-Libya amendment had right or reason on their side 
or not, but whether it is not merely demonstrative politics for the developing coun¬ 
tries to press a proposition which, in terms of credibility, was clearly a still-born one. 
it is true that, in our own country, the government has ways and means of persuading 
big businessmen to contribute big money to “gharibi hatao” posters if not program¬ 
mes, but it is not by any means clear that it is also possible to extract money from indus¬ 
trialized countries for international projects they happen not to think much of. 

Even apart from this, the developing countries, individually as well as collectively, 
seem to have played with a vengeance the sour and sulking role of the poor relative at 
the rich man's tabic. Even while demanding that the developed countries should 
assist thern with resources and technology for environmental programmes, they have 
been cavilling at the very productivity and prosperity of the industrialized countries out 
of which assistance must come to them. The United States, in particular, has been a 
popular target and the complaint here is that the Americans, who form only some six 
per cent of the world's population manage to consume about 40 per cent of the world’s 
goods and services and in the process gravely deplete the world’s natural resources as 
well as cause the bulk of the industrial pollution which threatens ecology across the 
world. 

These critics forget that it is societies with high consumption standards that also 
have a high stake in the conservation of the environment. Moreover, it is the coun¬ 
tries with highly productive economies which have the resources to spare for environ¬ 
mental programmes. In any case, industrialized countries including the US have done 


earlier this month had a truly vast and 
varied agenda ranging from the conservation 
of whales to ecocide in Vietnam. This 
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so well in regulating their populations that 
they are entitled to ask ton developing 
countries to show substantial progress in 
this direction before they start preach* 
ing the Doomsday gospel to them. There 
is surely no gainsaying the fact that the 
growth of population in poor countries 
could be the most important contributing 
factor to the environmental deterioration 
in their parts of the world as well as to 
their lack ol resources for countering or 


Out in the cold 

The worst fears of general insurers in res¬ 
pect to the compensation that may be paid 
to them by the union government for the 
acquisition of their undertakings have 
come out to be true. The General In¬ 
surance Business (Nationalisation) Bill, 
which was referred, towards the close of 
the recent budget session, to a Joint Select 
Committee of both the Houses of Parlia¬ 
ment, provides for a total amount of Rs 
33 crores to be disbursed as compensation 
to 63 Indian and 44 non-Indian general 
insurance companies the management of 
which was taken over by the state on May 
13 last year through an ordinance issued by 
the President. That this compensation is 
grossly unfair and inadequate should be 
evident from the fact that the paid-up capi¬ 
tal and free reserves of the Indian insurers 
now being nationalised, alone exceeded Rs 
88 crores at the end of 1969. The total 
assets of the 44 non-Indian insurers were 
of the order of Rs 25 crores as on Decem¬ 
ber 31, 1968. The liabilities of non-Tndian 
insurers had to be set off against their 
total assets, but even then their net assets 
at the end of 1968 should have exceeded 
at least Rs 15 crores. Since the above valu¬ 
ation, contained in the Indian Insurance 
Book, 1970, the value of the assets of both 
the Indian and non-Indian insurers should 
have gone up as a sequel to the expansion 
in their business as well as owing to the 
appreciation of the properties held by 
them. The proposed compensation, thus, 
does not even come up to 33 per cent of the 
net assets being acquired by the govern¬ 
ment. The position would not improve 
materially even if allowance is made for 
setting olT against these net assets some 
unexpired risks at the end of the account¬ 
ing year of an insurer. 

The government has preferred to keep 
back to itself the basis on which the com¬ 
pensation amounts mentioned in the bill 
have been determined. An analysis of 
the amounts proposed to be paid to some 
of the leading insurers, however, suggests 
that they have been fixed at three times the 
total dividend disbursements by them in 
1967* 1968 and 1969. The enclosed 


controlling this deterioration. To put 
it differently, the industrially advanced 
coiifttries are both better motivated and 
endowed with greater capacity to regulate 
maxi's relations with his environment than 
underdeveloped countries with large and 
growing populations. It was a pity that 
Mr Uma Shankar Dixit, India’s Minister 
for Family Planning, did not find 
a seat in one of those flights to 
Stockholm. 


table (p. 1215) reveals that the amounts 
payable to British India General, 
Concord of India, New Great Insurance, 
Hindustan General Hercules Insurance, 
Madras Motor and General Insurance, 
Oriental Fire and South Indian 
Insurance exactly tally with the figures 
arrived at by trebling the aggregate 
of the dividends paid by them to their 
shareholders in the three years up to 1969. 
In the case of some companies — Jupiter 
General, Marine and General Insurance 
and National Insurance-additions 
appear to have been made to the 
amounts determined on the above basis so 
as to raise the compensation to the level 
of their respective paid-up capitals. In 
certain other cases, on the other hand— 
for instance, Ruby General and Sterling 
General — some small deductions seem 
to have been made after computing 
the compensation payable in these cases 
according to the above formula. 

Of the 63 Indian insurers, 27 companies 
will be getting compensation which will 
be more than their paid-up capitals. In 
the case of 17 others, the amounts propos¬ 
ed to be paid just equal their paid-up capi¬ 
tals. The exact position in regard to one 
insurer — Millowners’ Mutual — is not 
very dear. There arc 18 insurers in whose 
case the compensation amounts men¬ 
tioned in the bill fall short of even their 
paid-up capitals. Among these 18 com¬ 
panies, nine are such which will be re¬ 
ceiving just nominal compensation. Their 
working at the time of the takeover by the 
government of their management last year 
perhaps left much to be desired. 

The basis for determining the compensa¬ 
tion amounts payable to the non-Indian 
insurers appears to have been different. 
An indication of this is available from the 
fact that whereas the Indian insurers are 
to get about Rs 25 crores for the 
acquistion of their net assets aggregating 
to over Rs 75 crores at the end of 1969 
(after making some allowance for the un¬ 
expired risks against the paid-up capital 
and free reserves totalling nearly Rs 88 
crores) the non-Indian insurers will be 
getting approximately Rs eight crores for 
ncraly Rs 25 crores total value of their 
assets in this country as on December 31, 


1968, against which all their Abilities had 
to be set off. 

The Indian insurers have been discrimi¬ 
nated agaigst in the General Insurance 
Business (Nationalisation) Bill in other 
ways also. The non-Indian insurers arc 
proposed to be paid the amounts due to 
them in one lump sum, the recepients be¬ 
ing the corporate bodies. In the case of 
Indian insurers, the compensation is pro¬ 
posed to be paid to the shareholders direct¬ 
ly. If the shareholders of an Indian com¬ 
pany, representing two-thirds of the value 
of the amount payable to it, however, de¬ 
cide at a specially convened meeting that 
their dues should be paid to a person or a 
body of persons authorised by them at that 
meeting or subsequently for carrying on 
any business, such an arrangement would 
be made. But the bill specifically provides 
that those shareholders who dissent from 
this arrangement will have to be given their 
individual dues. A shareholder of an In¬ 
dian company, it is further provided in the 
bill, will get his compensation amount in 
one instalment if the amount he is entitled 
to docs not exceed Rs 25,000. The 
amounts in excess of this sum will be dis¬ 
bursed in three instalments. 

No doubt the Indian shareholders be¬ 
longing to the latter category will be paid 
interest on the second and third instal¬ 
ments of the payments due to them, at the 
rate of four per cent per annum, this would 
be poor consolation to them as the four 
per cent interest is not only a third of or 
less than what they can get in the market, 
but is also lower than even the bank 
rate. It is worth pointing out here that 
the government pays as much as six 
per cent interest per annum on income- 
tax refunds if they are not paid out ex¬ 
peditiously. In the case of compen¬ 
sations for land acquisition, which have 
been stepped up by the high courts or the 
Supreme Court, the arrears to be paid to 
the owners of the acquired Janas also 
attract interest at this higher rate. An¬ 
other case that can be cited in this con¬ 
nection is that of gold bonds. As the go¬ 
vernment had issued these bonds in the 
mid-sixties against surrenders of gold at 
the international price which was much 
lower than the then prevailing rate in the 
Indian market, interest at the rate of 6.5 
per cent per annum was allowed on these 
bonds. 

The most reprehensible feature of the 
compensation amounts provided in the 
bill—if, of course, the above analysis that 
these amounts, in the case of most in¬ 
surers, have been determined on the basis 
of trebling the dividend disbursements by 
them in 1967, 1968 and 1969 is correct — 
is that no weightage has been given to 
the reserves accumulated by different com¬ 
panies as also to their growth prospects. 
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As a result, t% companies which have been building, securities, shares, debentures, ought to be .taken into consideration while 
fonowiog theiprudent policy ofrestricting bonds, etc. — minus liabilities, Since the determining compensation, in the inte- 
dividend disbursements in the interest of amounts payable to the insurers whose rest of conserving the resources of the cor 
buildjngup reserves have been penalised, concerns are now being nationalised, do porate sector, it is also necessary that the 
The companies declaring large dividends, not bear any relation to the market value already mobilised resources should not be 
whether such dividend declarations of their assets, they are at a disadvantage demobilised. They ought to be channel-, 
were justified vis-a-vis the allocations compared to the law-breaking and Aus- led into new productive lines, 
to reserves or not, have stood to managed concerns which were taken over 

gain. by the government under the Insurance It is encouraging to note that, instead ol,; 1 

Act. seeking to set up one monolithic corpora-^ 

The bill further seeks to penalise the tion like the Life Insurance Corporation ,|! 

insurers who, besides faithfully carrying The compensation provided in the the bill provides for the amalgamation of-, 
out the directions of the Controller of In- General Insurance Business (Nationalise- the nationalised general insurance coni, 
suraftbc in their operations, had managed tion) Bill of the assets and liabilities of cents into five large companies. This! 
their business well, both in the interests general insurance companies, thus, is should ensure some competition among 
of the policy-holders and shareholders, highly unsatisfactory. If not stepped up, it ‘hern. If the example of the Life Insurance.. 
Under Section 52 (H) of the Insurance can nave a demoralising effect on invest- Corporation is any indication, the recent , 
Act, the union government was entitled to ments in the private sector. The Select trend of lowering the premia on general:! 
acquire an insurance company which per- Committee of Parliament to which this insurance policies, which resulted from the 
sisientfy failed to comply with the direc- bill has been referred for detailed consi- severe competition among general insurers, \ 
lives of the Controller of Insurance or deration ought to bestow some thought of course, is not likely to persist. But' 1 
which was managed in a manner detrimen- on this aspect of the problem. The gene- with four companies in the field, the ser- ] 
tal to public interest or the interests of the ral investment climate in the country is vice interests of the insured will be safe- ’ 
shareholders, by paying compensation un- far from promising at present. It should guarded at least to some extent. ; j 

der section 52 (J) of this Act. In terms of not be allowed to deteriorate further. The 

this provision, the compensation to be amounts to be paid to the nationalised In view of the fact that the general insu-; 
paid to a defaulting company was to be companies must be equitable to alt; their ranee funds were available to the private; 
the market value of its assets — land, reserves position as well as growth rates sector in industry to a signitican textent ' { 


Compensation Proposed to be Paid to General Insurers 


Name of the companies 

Dividend Declared for the year 

1967 1968 1969 

Total 

3 Times 

Compensation 

Allowed 

Paid Up 1 
Capital 

1 

1. British India General 

3,50,000 

5,00,000 

4,00,000 

12,50,000 

37,50,000 

37,50,000 

20,00,000 , 

2. Concord of India 

2,02,500 

2,70,000 

7,42,500 

7,42,500 

22,27,500 

22,27,500 

13,50,000 . 

3. New Great Insurance 

4,50,000 

4,50,000 

5,50,000 

14,50,000 

43,50,000 

43,50,000 

25,00,000 ; 

4. Hercules 

8,10,000 

9,72,000 

11,34,000 

29,16,000 

87,48,000 

87,48,000 
f 16,08,139 

54,00,000 ; 
14,91,780 • 

5. Sterling General 

1,81,313 

1,81,313 

1,81,313 

5,43,939 

16,31,817 

\ 23,000* 
16,31,139 

23,000* \ 

15,14,780 I 

6. Hindustan General 

— 

1,05,000 

4,12,500 

5,17,500 

15,52,500 

15,52,500 

15,00,000 ] 

7. Indian Trade & General 

2,99,725 

3,73,281 

4,47,937 

11,20,943 

33,62,829 

34,26,000 

29,86,250 * 

?. National 

3,00,000 

3,60,000 

4,20,000 

10.80,000 

32,40,000 

35,00,000 

J 

35,00,000 j 

9. Marine & General 

40,000 

50,000 

50,000 

1,40,000 

4,20,000 

5,00,000 

5,00,000 j 

10. Madras Motor & General 

12,75,000 

15,75,000 

19,80,000 

48,30,000 

144,90,000 

144,90,000 

144,90,000 - 

11. Ruby General 

7,50,000 

8,75,000 

10,50,000 

26,75,000 

80,25,000 

80,22,000 

70,00,000 ; 

12. Jupiter General 

1,57,467 

— 

1,74,963 

3.32,430 

9,97,290 

26,24,445 

26,24,445 

13. Oriental Fire 

16,50,000 

16,50,000 

22,00,000 

55,00,000 

165.00,000 

165,00,000 

110,00,000 . 

> 

14. New India 

91,14,960 

91,14,960 

91,14,960 

273,44,880 

820,34,640 

820,37,678 

296,23,620 j 

15. South India 

6,00,000 

6,00,000 

6,00,000 

18,00,000 

54,00,000 

54,00,000 

30,00,000 | 

16. Vulcan 

3,33,294 

3,33,294 

4,16,617 

10,83,205 

32,49,615 

32,49,617 

16,66,470 ! 


• Preference capital. 
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sfora the takeover of this Easiness by 
ie government last year, may it be hoped 
[that this source of finance for the private 
hector will not dry op now? Already the 
[investment of these funds in government 

High cost of 
imports 

.Mr M.M. Sen, Chief Controller of Im- 
; ports and Exports, government of India, 
and his senior colleagues have been re¬ 
cently touring the important commercial 
! centres of the country with a view to as¬ 
certaining the difficulties experienced by 
industry and trade in implementing the 
import/export policy for 1972-73. These 
meetings serve a useful purpose to the ex¬ 
tent to which they provide a forum for the 
exchange of views between the Chief 
Controller and the business community. 
But how far will Mr Sen be in a position 
to carry out the suggestions made at these 
meetings for the simplification of the li- 
■ censing procedures or in other directions? 

Though the import-export policy has 
lately been a little more realistic than 
before, there are many features which 
continue to cause a great deal of hardship, 
and even harassment, to those who have 
to depend on supplies from abroad for 
getting their requirements of raw materials, 
machinery and components. For exam¬ 
ple, the pricing policy of non-ferrous me¬ 
tals has come in for considerable criticism. 
It has been pointed out that the prices 
charged by the Minerals and Metals Trad¬ 
ing Corporation do not generally have any 
relevance to the prices prevailing in the 
London Metal Exchange and that the com¬ 
mission and other charges levied by the 
MMTC have been far too excessive. 
This point has been several times brought 
to the notice of the Ministry of Foreign 
Trade but there has been no relief to the 
industries which have to use imported 
non-ferrous metals. The government of 
India has set up a committee under the 
chairmanship of the Chief Controller of 
Imports & Exports to consider the various 
aspects of the pricing policy of the cana¬ 
lised items. Mr Sen, as the chairman, 
should see to it that this committee is 
able to discuss thoroughly the various as¬ 
pects of the pricing policy and arrive at 
realistic decisions so that importers and 
consumers are not fleeced by the state 
trading agencies. 

During his visit to Calcutta in the last 
week of May, the attention of Mr Sen was 
drawn to the inordinate delay in getting 
the actual users' licences which are issued 
on replenishment basis. It was pointed 


has been stepped up. There is 
neeft for striking a balance between the 
inviiiment of these funds in government 
securities and the stocks of private sector 
industrial ventures. 


out that by the time an actual user re¬ 
ceived a licence and got his import, there 
was a time-lag of between 9 to 12 months. 
In the meanwhile, the quantity of import 
becomes less than what is needed for re¬ 
plenishment because of the increase in 
the C1F price. It was, therefore, sugges¬ 
ted to Mr Sen that a way should be found 
by which an importer could be compensa- 
ed automatically for any price rise in the 
international market. The availability of 
spare parts from foreign countries has also 
been made more difficult by the present 
licensing procedure. 

The amount licensed for the import of 
spares often falls far short of the actual 
requirements. As Mr D.K. Chaudhuri, 
Chairman of the Calcutta Import & 
Export Trade Association, pointed out, "I 
know of cases where the actual value of 
licences meets only 25 per cent of the 
annual requirement of the importer. What 
does he do now? The only way to keep 
going is to carry on with worn-out parts 
with whatever repairs possible — this 
means more down time, more loss of 
man-hours with corresponding decrease 
in productivity and increase in costs. 
Another way is to buy licences at a pre¬ 
mium and use the flexibility clause of 25 
per cent import for spares (now reduced 
to 10per cent). The balance 75 percent of 
the purchased licence is left unused. This, 
in fact, means spare parts imported at a 
cost of more than 600 per cent. With 
reduced flexibility of 10 per cent, the in¬ 
creased cost will now be more than 1600 
per cent if someone decides continue pro¬ 
duction”. Here is a specific case where 
the import policy needs suitable and imme¬ 
diate modification so as to permit indust¬ 
ries to obtain their spares without delay. 

Another difficulty faced by industry is in 
regard to export obligation. At present, 
certain industries are under an obligation 
to export five per cent of their produc¬ 
tion and if they fail to do so, there will 
be a cut of 20 per cent in their import 
licence. The Calcutta Import and Export 
Trade Association has suggested that, 
instead of having an uniform penalty of 
20 per cent cut of all exporters, whether 
they have exported zero per cent or 4.9 
per cent, it would be preferable to have 
a sliding scale type of penalty, that is, four 
per cent per percentage of export ob¬ 
ligation, so that an exporter exporting 
four per cent may be subjected to a 
nominal cut of four per cent in licence 
and an exporter failing to export anything 


will have his hemee cut by 20 per cent. 
This suggestion merits consideration. 

Mrs Indira Gandhi said, in bar speech 
at the last annual meeting of the Federa¬ 
tion of Indian - Chambers of Commerce 
and Industry, that the Foreign Trade Mi¬ 
nistry was going to evolve shortly a 
scheme to facilitate the speedy grant of 
replenishment licences to exporters as well 
as early payment of cash assistance, it 
is not clear why Udyog Bhavan has not 
yet announced the details of this scheme. 
The incentives indicated in the Red Book 
mean little to importers and exporters so 
long as red tape continues to stand in the 
way of clear decisions and their quick im¬ 
plementation. 

The import policy also needs reconsi¬ 
deration in respect of items that are 
banned or restricted. Often, the decision 
in this regard is taken without due con¬ 
sideration being given to such factors as 
adequate availability, quality and prices. 
There have also been instances of certain 
products being permitted to be imported 
even though they are sufficiently available 
within the country. The latest annual re¬ 
port of the Ministry of Industrial Develop¬ 
ment says that the government continues 
to lay great stress on import substitution 
and that the saving in foreign exchange 
due to increased production in 1971 
was about Rs 153.76 crores compared 
to Rs 140.10 crores for 1970. 

The report reveals that an exercise 
has been undertaken to identify the 
items of raw materials or finished pro¬ 
ducts of large value imports, that is, 
exceeding Rs one crore per annum 
with a view to starting their indigenous 
production. It is stated that 36 suen items 
have been identified. It is necessary to 
ensure that in the drive for import substi¬ 
tution due care is taken not to affect in¬ 
dustrial production. The World Bank is 
recently reported to have suggested that 
while India should strive for self-relia¬ 
nce, she should not over-emphasise im¬ 
port substitution policies to the extent that 
growth is affected. New Delhi would do 
well to heed this advice. * 

India’s current imports consist mainly 
of such essential items as raw cotton, che¬ 
mical elements and compounds, manufac¬ 
tured fertilisers, petroleum and petroleum 
products, iron and steel, non-ferrous me¬ 
tals, machinery and transport equipment. 
The regular and adequate availability of 
these items at competitive prices is of cru¬ 
cial importance to the maintenance of in¬ 
dustrial production and exports at a conti¬ 
nuously high level. The government of 
India should therefore suitably modify 
its import/export policy in the fight of the 
suggestions made by the leading associa¬ 
tions of industry and trade. 
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Brakes on 
progress 

Thk report of the Committee on Auto- 
mation released to the press recently has 
put together interesting information 
regarding the social-economic effects of the 
introduction of automation measures in 
industry, commerce, administration and 
other related fields but has failed to draw 
logical conclusions from its own findings. 
The committee has claimed that its “app¬ 
roach to the problem of the use of compu¬ 
ters is positive'’ but its recommendation 
that the use of computers should be sub¬ 
ject to a prior agreement with workers is 
not only negative but is designed to put 
brakes on progress in this country. What 
is more, its own researches have confirmed 
that the use of computers in this country 
has not in any way affected the working 
conditions of the employees. More ex- 
plicity, the computers did not bring about 
any fall in employment in over-all terms 
in the establishments where they were 
installed. Consequently there was no 
need for the committee to make the con¬ 
sent of the workers obligatory for the 
installation of a computer in an establish¬ 
ment. 

The committee has collected valuable 
data regarding the utility of computers 
and the uses to which they have been put 
by different industries and institutions. 
According to the committee, several or¬ 
ganisations, both in the public sector and 
in the private sector, have claimed that 
the use of the computer has enabled them 
to improve and rationalise their system 
of inventories and to effect considerable 
reduction in inventories. The railways 
have reported a saving of Rs 20 crores 
a year on inventories through the use of 
computerised techniques. A cement com¬ 
pany has claimed that it has effected a 
saving of two rupees per tonne of cement 
produced. An electricity undertaking is 
said to have achieved a saving of Rs SO 
lakhs on inventories. A number of other 
examples have been given in the report 
which clearly show that computers have 
brought about an improvement in .the 
financial working of the various industrial 
venture where they have been installed. 

The questionnaire sent to a number of 


establishments sought reasons for the 
going fp for office automation. The analy¬ 
sis of (he replies showed that a majority 
of them had solicited the assistance of 
computers for reducing time-lag in tabula¬ 
tion and analysis of data, improvement of 
quality of products, facilitating manage¬ 
ment in decision making and increase in 
output. A small number of respondents 
had opted for them for scientific research 
and reduction in labour cost. The most 
revealing finding of the committee related 
to the impact of computers on employment. 
Instead of bringing about any fall in em¬ 
ployment, there was a rise of the order of 
2.4 per cent among 24 undertakings which 
submitted their returns. 

It was seen that computerisation of 
work had generally led to a decrease in 
employment in the affected departments 
but this decrease was more than offset 
by the increase in employment in the data 
processing sections, thus leading to an 
increase in total employment. The versati¬ 
lity and capacity of the computer enabled 
the management to take up many more 
jobs which they could not have taken up 
earlier for want of such a sophisticated 
tool as the computer. 

In the case of research organisations 
and educational institutions also, the 
use of computers had no adverse effect 
on existing employment. In fact, 
their installation resulted in the creation 
of new jobs. In the face of this 
unambiguous evidence, the recommenda¬ 
tion that “all use of computers by 
commercial and industrial establish¬ 
ments, whether by resort to the compu¬ 
ter centre facilities or by installation of 
in-house computers should be subject to 
a prior agreement with the workers’’ seems 
strange and unwarranted. It would be 
difficult, surely, to get the consent of la¬ 
bour unions in this matter. The report it¬ 
self very clearly depicts the thinking of the 
labour members of the committee which 
seem to have had a disproportionate 
impact in the drafting of the recommen¬ 
dations. Also, there is more than one 
labour union in various establishments 
and it woutd be a herculean task for any 
management to make all of them agree 
to the installation of computers. 

The committee's analysis has shown 


that out of 49 computers currently in use 
in commercial undertakings, as many as 
19 were working three shifts i.e. round the 
clock, 23 were working two shifts and only 
seven were working on single shift basis.. 
Similarly, out of 21 computers installed 
for research and development, seven were 
working three shifts, eight were working 
two shifts and only six on single-shift basis. 
This can in no way be described as under¬ 
utilisation of the computer capacity. And 
yet the committee has drawn the conclu¬ 
sion that in “many cases” the present 
underutilisation or improper use of exist¬ 
ing computers is due to the fact that “they 
have been installed without sufficient 
justification, thought and adequate pre¬ 
paration and planning for their legitimate 
use." This is another instance of a con¬ 
clusion having been drawn without re¬ 
gard to the facts collected and studied. 

In an explanatory note appended to the 
report by Messrs Naval H. Tata, Babubhai 
M. Chinai and B.D. Somani — employers’ 
representatives — it has Been shown that 
the total number of additional 'compu¬ 
ters likely to be installed by the companies 
registered under the Companies Act dur¬ 
ing the next decade is 139. If the experi¬ 
ence of the past installation of computers 
in this country is taken as a guide, the 
introduction of these computers would at 
best affect 2,064 workers during the next 
ten years or more. It clearly shows that 
the fears of labour in regard to the impact 
of computerisation on employment are 
exaggerated. This note suggests that the 
attempt made in the committee to recon¬ 
cile opposing points of view has resulted in 
the representatives of the employers fail¬ 
ing to act up to their conviction. 
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R. V. Hurthy 


And still they come 


^Proliferation of statutory corporations 
Jhas come to be accepted as a reality with 
jfwhich one has perforce to live, so much 
so that people these days do not even care 
Ho raise their eyebrows if and when one 
:more is added to the list. Justification 
i can always be, and is, found for any new 
' agency, but it is a moot point whether the 
'justification really succeeds in covincing 
' the people. 

This Was and continues to be the reac¬ 
tion of the writer both when the Western 
; Maharashtra Development Corporation 
, Ltd, (WMDC) was started and even now 
v. after this corporation has completed 
l one year. For, of all states in India, 
Maharashtra is certainly not one where 
; there is either conscious neglect of devclop- 
| ment or lack of agencies catering to some 
aspect or other ol economic development. 
Indeed, organisations in the state such as 
t SICOM have made such notable contribu- 
' tion to economic development, especially 
, in the backward regions of the state, in¬ 
cluding even some districts covered by 
the WMDC, that several other states 
. have expressed a keen desire to have 
SICOM-likc organisations in their juris¬ 
diction too. One can very well under¬ 
stand, therefore, the time and trouble that 
Mr Naval H. Tata, Chairman of WMDC, 
took the other day to review the working 
of his corporation but, even more than 
that, to give the raison de arc of WMDC. 

repetitive job 

What has WMDC done over the past 
year which one or the other of the several 
state statutory corporations already there 
could not or would not have done? Mr 
Tata spoke, for instance, of the corpora¬ 
tion having to work as a catalyst, say, 
by encouraging and assisting intending 
entrepreneurs to start industries. One 
thought that this was also the task of more 
than one of the other corporations in the 
state listed by Mr Tata himself. Again, 
the WMDC chief referred to a good sur¬ 
vey that the WMDC has just completed 
of the industrial potential of this region. 
There is no doubt that this would be 
useful to potential entrepreneurs of the 
region. But one would like to know how 
many agencies arc engaged in such sur¬ 
veys. The National Council of Applied 
: Economic Research is the first to have con¬ 


ducted several state-wide surveys of this 
nature. More recently the Industrial De¬ 
velopment Bank of India and, now, the 
lead banks have also entered the field. 
More particularly, without necessarily 
minimising the importance of these sur¬ 
veys, one would like to know if the ab¬ 
sence so far of such a survey alone has 
come in the way of an entrepreneur enter¬ 
ing the region. As Mr Tata himself men¬ 
tioned, these project ideas are only the 
beginning of a series of problems which 
a new entrepreneur has to face. To 
quote the WMDC chief “he (the 
entrepreneur) must know what clear¬ 
ances he has to obtain to start an in¬ 
dustry; he must ascertain and/or ask for 
infrastructure facilities; he must find 
finance; he must secure the right type of 
plant and equipment; he may even need 
a status-symbol — like the token associa¬ 
tion of the corporation in his equity to 
obtain better and quicker results, and he 
must find some one to underwrite his 
capital offers and to guarantee the loans 
from financial institutions”. 

corporation's achievement 

After saying all this, one must also take 
note of what interest, if any, the WMDC 
has evoked from respective entrepreneurs. 
From what Mr Tata disclosed, “the cor¬ 
poration has already received requests 
from various entrepreneurs for help" in 
respect of almost all the problems indi¬ 
cated above. That means there arc entre¬ 
preneurs who feel the usefulness of one 
more institution such as the WMDC, 
which offers to go all out to their help, 
as a friend, philosopher and guide. 

But it is significant that the WMDC 
feels there are areas where it has itself 
to take the initiative. Presumably the 
corporation has got into a mood to 
compete with development corporations 
in other states in tnis respect. In the 
year 1971, it is said, these corporations 
received as many as 70 letters of intent, 
covering a vast range of products, includ¬ 
ing cement, soda ash, caustic soda, auto 
tyres and tubes, scooters, toilet soap, ciga¬ 
rettes and so on. The list is clearly sug¬ 
gestive of the fact (hat, whether individual 
entrepreneurs or corporation entrepre¬ 
neurs, the tendency is to follow the bea¬ 
ten path and not to blaze a new trail. At 


least in one respect, the public would ex¬ 
pect corporations set up by state govern¬ 
ments such as WMDC to concentrate on 
pastures new, in particular on labour- 
intensive industries. What matters is 
not whether or not the corporation is 
able successfully to the deploy the concept 
of joint sector. The joint sector has come 
to stay all right, and whether one likes it 
or not, it bids fair to be the new pattern 
of corporate growth for years to come. 
What is needed of the corporation is that 
it supplement the efforts of other entrepre¬ 
neurs, private or public, with the sole ob¬ 
jective of augmenting national output. This 
is no time to allow any wastage of our 
limited resources, and these precious re¬ 
sources are bound to be wasted if units 
already in the field are obliged to close 
down, or even if they are taken over for 
rehabilitation by a state agency. 

drawing lessons 

One scheme of the WMDC deserves 
particular notice. It is the corporation’s 
powerloom project. With 1153 power- 
looms allotted to it, the corporation wants 
to implement this scheme in stages, mak¬ 
ing a beginning with a 300-powcrloom 
pilot project at Ahmcdnagar. Later, 
the corporation proposes to extend it to 
Julgaon and Dhulia districts and also the 
Chaphal region in Satara district. It 
would have been useful if Mr Tata had 
given more details about this project. 
Powcrlooms are a particularly explosive 
area, with politicians ranged for and 
against, on the one hand, and the power¬ 
ful handloom lobby pitted against it, on 
the other. Even mill interests are not very 
happy with powcrlooms. Be that as it 
may this project should provide employ¬ 
ment to at least one section of the unem¬ 
ployed in rural areas. The corporation 
is in the happy position of not having to 
find resources in respect of some of its 
schemes to reduce unemployment, as 
these also appear to be the centre’s sche¬ 
mes. It has been allotted Rs 5.87 lakhs, 
the whole of which the corporation expects 
to disburse soon for the purpose of enabl¬ 
ing the educated unemployed in the area 
to start some industrial units. In all 
these, the corporation would do well to 
draw some lesson from the experience of 
Mr Arvind Mafatlal in his rural rehabili¬ 
tation work, where the emphasis is not 


1 eastern economist 


JUNE 23, 1972 



just on providing employment ns a 
short-term relief but on interesting the 
unemployed himself in a given line which 
he may eventually become keen to develop 
on his own, taking advantage of the tech¬ 
nical guidance given to him. 

Mr Tata's appeal to his fellow 
industrialists and business men to 
explore the possibility of farming 
out some of their needs of com¬ 
ponents and anciilaries to new entre¬ 
preneurs by offering designs and other 
technical know-how should also be 
heard. When the WMDC. is there to 
take care of all the problems of new entre¬ 
preneurs, at any rate within the region 
under its jurisdiction, these industrialists 
should, as a matter of fact, seize the offer. 
In their own way, some business houses 
like Tatas and Kirloskars have tried out 
this farming practice with encouraging re¬ 


sults. Between the corporation and the 
business houses, as also the public sector 
units in and near the region, it should 
be possible to raise a whole army of 
young entrepreneurs out of the many 
unemployed engineers and technicians 
there. As Mr Tata observed, there 
is considerable scope for such action 
in the vast network of large indust¬ 
ries that have come up and are still com¬ 
ing up in and around Poona, especially 
when they have, or are working out, plans 
for fUture expansion. The merit of this 
scheme is that it will help build up a sense 
of participation which goes a long way to¬ 
wards creating a congenial atmosphere for 
industrialisation. 

In the course of his speech at the last 
annual general meeting of the corporation 
Mr Tata was rightly critical of the centre’s 
tendency to take control of more and more 


rNffSKMW 

industries, although, under the Constitu j 
tion, industries happen to be very 
much in the state list. He quoted the Aa-j 
nual Survey of Industries to show that, 1 .' 
in all industries with fixed capital of Rsj; 
25 lakhs and over, the centre’s control^ 
extended to as much as 93 per cent of their, 
value of output. He also recalled the, 
note of warning sounded nearly 12 years! 
ago by the late Prof D.R. gadgil who had 
even then exhorted the state authorities 
to fight against (his trend “so as to enable!, 
them to frame a real system of planning' 1 
from the bottom”. Whether or not the' 
centre would heed to this and stop this] 
trend, it must at least respond to the plea,’ 1 
of Mr Tata to let the projects sponsored by" 
development corporations be free of all] 
the restrictive provisions of its industrial;! 
policy. Perhaps the centre might accept ■ ’ 
the plea if the state government backs ig; 
up too. 


On threat to foreign aid 


Dr Sitesh Prakash! 


Much quixotic confidence has been shown 
by our leaders and the people following 
the US government's decision to suspend 
aid to India. Spontaneous statements 
like ‘We will not yield to threats’ or ‘India 
can do without foreign aid’ have been 
pouring from all quarters. Such a light¬ 
hearted view of the situation can be taken 
only by those who are in fact not aware 
of the intricacies of development finance. 
The threat to aid should certainly not 
cause pessimism but it does call for tak¬ 
ing a more realistic and an active account 
of the things to come. 

It is not that we can do much if the 
aid giving country refuses to extend the 
greatly needed resources. It is also not 
advisable to yield to threats and 
accept aid, which in fact is a long-term 
loan only, with strings from the aid giv¬ 
ing country, let alone mortgaging the ho¬ 
nour of our country. At the same time 
any lighthearted or slogan-oriented view 
of the situation can only lead to compla¬ 
cency. It must be fully realised that ex¬ 
ternal aid is a very very great asset to a 
developing country and its withdrawal, 
especially by a country like America, 
which alone is responsible for nearly 50 
per cent of the total foreign aid received by 
India so far, is going to create a big gap 
which can possibly be filled by other 
friendly countries which may come for¬ 
ward with larger long-term loans for our 


economic development. Alternatively it 
will require tremendous will power and 
all-out effort by our people to carry for¬ 
ward the development programme on our 
own. 

In spite of our so-culled best efforts to 
boost our exports and thus reduce the 
balance of trade deficit it is common 
knowledge that the deficit has continued. 
Our exports have lagged far behind the 
targets and are insufficient to pay off for 
the current imports, let alone the burden 
of the liability of loan repayments and 
their interest. This gap last year was of 
the order of Rs 120 crores, excluding Rs 
255 crores due for repayment and Rs 158 
crores on account of interest payment. 
During the current year in spite of all efforts 
the trade deficit is likely to be of the order 
of Rs 225 crorbs. The total gap including 
the amount due for loan repayment and 
interest will, thus, be of the order of Rs 
700 crores. Now can we boost up our ex¬ 
ports overnight, or precisely over a period 
of coming one year or two, to do away 
with a gap of this magnitude? This will 
mean an increase of about 50 per cent on 
the export front. 

All talk relating to the reduction in 
imports, too, is unrealistic. A close view 
of the structure of imports during the 
recent years will reveal that with the 
stepping up of import duty rates and the 


var : ous import restrictions from year to 
year the imports have been reduced to 
necessities or near necessities. It may be 
argued that with the growing self-suffi¬ 
ciency on the food front the country will 
be able to cut a large chunk of imports 
which was as high as about Rs 300 crores 
or nearly 20 per cent of the imports in 

1969- 70. During the last financial year, 

1970- 71, too, the import of food- 
grains was nearly as high in spite of the 
bumper crop under the Green Revolution 
in the country. It is true that with the 
buffer stock of nearly 8.5 million tonnes 
of foodgrains, food imports do not 
seem so necessary, but only as long as we 
continue to have favourable monsoons. 
In spite of the high-yielding varieties it 
must be admitted that our agriculture is 
still dependent on nature. An occasional 
drought may not affect the rabi crop but 
will certainly affect the kharif crop which 
contributes as high as 70 per cent of India’s 
total foodgrains production. The present 
buffer stock — 2.65 million tonnes of rice 
and 5.2 million tonnes of wheat — is fby 
no means flattering. Moreover, even by 
doing away with the food imports, the 
deficit can not be wiped off. 

A sizable part of our imports represent¬ 
ing about 25 per cent of the total is that of 
machinery and transport equipment which 
are so vital for the development. Imports 
of chemicals, mineral oils, iron and steel. 
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. non-ferrous metals, raw cotton, etc., in 
, nil accounting for over 35 per cent of the 
total, play a vital part in providing for the 
necessary inputs for agriculture as well as 
industry in the form of fertilizers or other 
raw materials, without which the hitherto 
unutilised capacity of our industrial units 
will assume serious proportions. Fertili¬ 
sers alone, for which we spent about Rs 70 
crores worth of foreign exchange, is some¬ 
thing on which our agricultural self-suffi¬ 
ciency depends to a great extent. 

The cotton textile industry the largest 
export industry of our country has not 
been doing so well during the recent years 
on account of the shortage of raw mate¬ 
rial. The shift of emphasis on agricul¬ 
ture has done some harm to the production 
of cash crop. Our dependence on imported 
raw cotton to keep our textile mills going 


has been increasing and yet the idle capa¬ 
city exists and several units have been clos¬ 
ing from time to time. Same is true for 
the production of oilseeds. The volume of 
import of animal and vegetable oils and 
fats has been on the increase during the re¬ 
cent years. 

The import of iron and steel and other 
non-ferrous metals has. also been increas¬ 
ing and they being very important raw 
materials for our existing industries and 
for the development of capital goods in¬ 
dustry, nothing much can be done to stop 
their imports except by increasing their 
production indigenously. 

Besides the imports of food, machinery 
and raw material, the import of foreign 
technology has been a very important 
item among the types of external 


assistance, sought by India. Import of 
technology has been significant in shap¬ 
ing our tools for development though it 
may not have been so important in terms 
of the value of total external assistance 
received. 

It is therefore extremely important that 
our country must undertake the develop¬ 
ment and maximum utilisation of in¬ 
digenous resources. At the same time a 
false impression should not be created 
that it is already well-set to do without 
foreign aid. It is possible that, after a de¬ 
cade or so we may find ourselves strong in 
domestic resources and indigneous techno¬ 
logy and therefore less dependent on ex¬ 
ternal loans. But this happy state will 
necessarily have to be preceded by long 
years of positive planning, efficient organi¬ 
zation and purposive hard work. 


Lessons of labour trouble 


K. S. Ramanujam 


in Ashok Leyland 


Vlry mm is known outside Madras 
about the recent difficulties faced by the 
management of Ashok Leyland. Luckily, 
thanks to the whole-hearted and unstint¬ 
ing support of the state government, the 
management, consisting entirely of pro¬ 
fessional managers, was able to withstand 
successfully the pressures of the intran¬ 
sigent and unbending leadership of the 
Ixyland workers numbering over four 
thousand. The repentant workers have 
decided to do awa> with their union pre¬ 
sident, the well-known labour leader of 
Madras, Mr R. Kuchelar, who, according 
to them, had guided them wrongly and 
jeopardised their interests. 

Ashok Leyland, it may be mentioned, 
is osne of the most successful automobile 
factories of the country turning out over 
5,MQ Comet heavy-duty vehicles annually. 
The turn-over in 1970-71 was Rs 37 crores 
and profit Rs 2.85 crores. 'Hie net profit 
for the same period was Rs 93 lakhs. 

Ever since Mr Kuchelar managed to 
get control over the Ashok Leyland em¬ 
ployees' union, he began inciting them with 
fabricated reports about the management. 


The management, feeling quite helpless 
about his increasing hold and influence on 
the workers, had no other alternative than 
to prepare themselves for a show-down 
with him. At the same time, they could 
not precipitate a crisis which would only 
further strengthen his hands. Their pa¬ 
tience in dealing with a deteriorating 
labour situation can best be understood by 
the trend in the figures of actual average 
production of their Comet vehicles per day. 
It was 20.4 in October ’71 when the wor¬ 
kers were attending to their duties nor¬ 
mally. In November ’71 it went down to 
16.4 and in December ’71 it showed a 
slight improvement at 17.2. In January 
’72, however, it was 11.1 and in February 
it came down to nine vehicles only per day. 

The workers were incited to adopt severe 
go-slow tactics by Mr Kuchelar when his 
letter of December 14, 1971 demanding 
four months' total ,emoluments as bonus 
for the year 1970-71 could not be con¬ 
ceded by the managment despite several 
meetings with the union. In fact, the 
management advisedly adopted an un¬ 
duly stiff attitude over the bonus issue uti¬ 
lising it for a show-down with the union. 


This was the plain truth as could be seen 
from the financial data. An amount of Rs 
22.25 lakhs representing 20.4 per cent of 
the net profit was a negotiated settlement 
for 1969-70 bonus when the company 
made a net profit of Rs 109 lakhs. On the 
same basis, the management offered Rs 
18.61 lakhs as bonus for the year 1970- 
71 calculating the formula on the same 
percentage when the net profit was Rs 93 
lakhs. As Against this, the union un¬ 
der Mr Kuchelar demanded Rs 27 
lakhs as bonus for the year. The manage¬ 
ment’s cleverly disguised contention “less 
profit less bonus, more profit more bonus” 
was wholly opposed by Mr Kuchelar while 
the management insisted on it claiming 
that that had been the formula adopted by 
both parties in all the earlier years. As 
already mentioned, the truth of the matter 
was that the management was simply dis¬ 
gusted with the attitude of the union lea¬ 
dership which had made it increasingly 
difficult for production to be maintained 
at the normal level of 20 chassis a day on 
an average as per the settlement that exis¬ 
ted between the management and the 
union. 

When production declined to nine cha- 
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ssis a day during February, the manage* 
ment decided to lay off workers of the 
chassis assembly department without 
compensation as per 25 E (iii) of the I.D. 
Act since engines were not available for 
production of chassis. There was also a 
steep fall in the manufacture of compo¬ 
nents in other departments and so the 
process of laying off of workers in various 
departments was continued by the manage¬ 
ment, convinced as they were that it was 
not worth their while managing something 
over which they were fast losing control. 
When, on March 1, 1972, the union reques¬ 
ted the management to withdraw the lay¬ 
off the management replied that unless 
normal production could be assured and 
the workers also agreed to the settlement 
of bonus as per management's formula, 
they were unwilling to change. The union 
Labour Minister, Mr Khadilkar's inter¬ 
vention on March 9, 72, when he advised 
management to lift the lay-off, did not 
improve the situation since the stalemate 
continued without any favourable res¬ 
ponse from the workers. 

bonus issue 

Mr Kuchelar was unwilling to settle the 
bonus issue on the management’s terms. 
He insisted on his Rs 27 lakhs demand 
as bonus for the year 1970-71. One 
month later, towards the end of April, 
the Tamil Nadu Minister for Industries 
intervened; but this also did not help. 
Again, on May 2, 1972, the central 
minister, Mr Mohan Kuniaramangalam, 
advised the workers to go back to work 
and give normal production, leaving the 
bonus issue to be settled by the state go¬ 
vernment. He condemned the work-to-rule 
tactics adopted by the workers and this 
provoked Mr Kuchelar to issue a bitter 
rejoinder to the minister. Thus the situa¬ 
tion was going trom bad to worse. On 
May 12, 1972 executives of the company, 
who came for work, were gheraoed. On 
the same day, the managing director, the 
works manager and the industrial rela¬ 
tions manager were again gheraoed in 
front of the secretariat while they were 
coming out after discussions with the 
Labour Minister late at night. Abusive 
slogans were shouted and the managing 
director and the works manager were 
spat on. As a result, the management an¬ 
nounced the complete closure of the unit 
from May 14 onwards. Subsequent efforts 
by Mr Khadilkar at Delhi did not improve 
the situation. Meanwhile, the majority 
of workers began to feel despondent and 
wanted* to get back to work uncondi¬ 
tionally. Sensing the mood of the workers, 


the Chief Minister of Tamil Nadu ad¬ 
vised the management to reopen the fac¬ 
tory and appealed to the workers to go 
back to work. This had its salutory effect 
and now the factory is working to full 
capacity. 

It may be asked how Mr Kuchelar was 
able to carry conviction to the workers 
when he demanded Rs 27 lakhs as bonus 
for them. His contention was that the 
sales income had gone up from Rs 33.80 
crores in 1969-70 to Rs 37.34 crorcs in 
1970-71 due to increased value obtained 
per vehicle, and that, therefore, the 
management should be generous in their 
attitude to the workers. As against this, 
the management’s contention was that 
there was no increase in productivity 
and that there was a drop of 74 chas¬ 
sis in 1970-71 as compared to 1969-70. 
They further explained that the rise 
in sales income was due to a price in¬ 
crease per unit of Comet of Rs 3,857 
which just covered the increases in 
customs duty and cost of indigenous 
materials without in any way increasing 
the profit margin for the company. 

One other argument of Mr Kuchelar 
which swept the workers off their Icct was 
the amount paid as royalty by the com¬ 



pany to Leyland Motors in UK. The* 
workers were told that the royalty paid* 
in 1970-71 was Rs 45.95 lakhs whereas it; 
was only Rs 38.65 lakhs in the previous- 
year although the management had daiin-1 
cd there was a short-fall of production* 
in the number of chassis. Tile manage-- 
ment’s contention was that royalty was' 
calculated on the previous year’s produc¬ 
tion and payment made in the follow¬ 
ing year and that the workers had been 
mislead on this point. 

<i 

It is too soon to predict whether Mr* 
Kuchelar’s hold over large sections ol * 
industrial labour in and around Madras" 
city is on the wane as a result of a majo- * 
rity of Ashok Leyland workers having 1 
decided to keep him out of their affairs. : 
If, per chance, the recent development in * 
Ashok Leyland is indeed the beginning of : 
the end of Mr Kuchelar as an influential - 
and over-powering trade union leader in [ 
Tamil Nadu, one can hope for belter' 
industrial climate for the state in the near 
future. Meanwhile, the net result of all; 
that has happened in Ashok Leyland is ’ 
that there was a loss of production in this * 
unit amounting to Rs 14.6 crores as ; 
against an annual turn-over of Rs 38 ' 
crores. Ihe loss in wages lor the workers 1 
vvasRs4l lakhs. 
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In a propaganda article issued by (lie U. K. 
Publicity Services, Mr. Wickham St.»cd in true 
imperialist style states India’s prospects and policy 
in the Far-kast. He starts with a quotation Trom 
Mr Bevin that “the peace of the world for many 
years to come will depend to a large extent on a 
solution of the Ihdian problem.'* He icfets n the 
Asian freedom movement as one of the synmtoms 
of transformation and as ‘danger* which might 
spring up unexpectedly. Therefore the Far Last 
Peace Stettlement is to be no exclusive concern 
of the Big Three or the Secuiity Council, but to 
be participated in and determired by all the 11 
powers which fought Japan, including all the 
British Dominiocs. These powers will have a 
permanent voice in the maintenance of peace in 
this region. Tho implications of this thesis are 
obvious. Indian and the Far. East, National 
freedom movements are a danger and they me 
not to be allowed to have an autonomous foreign 
policy. From India and the Far East point of 


view, ih; following issue** need to be clinched. * 
There could be no whittling down of indepen- | 
d^nceand independent foicign policy. Co-opera- 
lion with the United Nations there will always 
be in full nietuurc. It is obvious that in the I 
ultimate resort pc ce of the woild depends upon . 
agreement ; mong the Big 1 hree and the Security ; 
Council. But India and the tar East Nation* ‘ 
have a light to be invited to the Council dis¬ 
cussions of Far East peace as indeed to any 
important discussion of internal onal issues. And 
if on the analogy of Palestine, any fact finding , 
committee is to be appointed for the Fur Fast, 
India and the Last should be fully represented 
on it. These are the rights and responsibittf'es 
under the United Nations Meanwhile men of 
Mr Wickham Steed's brand only damage 
Britain's b:-na tides about which theic has not 
always been uianimity of opinion. Mr Wickham 
Steed is surely no friend of Indiu, but he is no 
friend of Britain either. 
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in Developing 


London. 


Countries 


i 

Policies of Advanced Nations 

■ -ii 

;What LONG-term problems will be created 
r . ;by the expansion of agriculture in the less 
'developed countries? 

, What policy adjustments should be 
made by the developed countries with a 
view to improving the situation in future? 

At the invitation of the United Nations 
Food and Agriculture Organisation OECD 
has compiled a report dealing with these 
questions from the standpoints ofugricul- 
p ture, trade and aid. FAO has prepared 
fc a tentative Indicative World Plan for 
ff- Agricultural Development* which covers 


population''s food needs more fully . The 
forecasts in FAO’s Indicative World Plan 
(IWP) indicate that, by and large, the 
calorie requirements could be satisfied in 
the future, but that there would still be 
a net deficiency of animal protein, with 
the calorie-protein balance even deterio- 
ating in certain regions. The great inequa¬ 
lity in incomes and in social-economic 
conditions leads to wide differences in the 
level and pattern of food consumption; 
there is thus some risk of much vaster 
areas of malnutrition persisting than the 
average figures suggest. The OECD count¬ 
ries are paying close attention to food pro¬ 
blems and intend to contribute to their 
solution by adopting appropriate food aid 
programmes or by stepping up their 


agriculture from the burden of excess la¬ 
bour. 

The third reason is the importance of 
agriculture for the developing countries' 
balance of payments . The situation is not 
everywhere the same, but several countries 
depend heavily on agricultural exports, 
often confined to one or two commodities 
only. During the 1960s, the value of agri¬ 
cultural exports from developing count¬ 
ries rose much more slowly than the value 
of such exports from developed countries; 
in addition, the trend of the terms of trade 
has generally gone against the developing 
countries. The IWP targets for the deve¬ 
loping countries’ agricultural trade balance 
entail the reversal of the trends of the last 
fifteen years. 



the developing countries, and wished 
to ascertain its implications for the OECD 
countries. A report on 7 he Policy Impli¬ 
cations of \thc Indicative World Plan for 
OECD Member Countries t has been ap¬ 
proved by the Council of OECD and 
transmitted to FAO. 

For three main reasons the OECD 
member governments consider that the 
faster expansion of agricultural production 
in developing countries is justified. 

The first is the necessity of covering the 


* Tiie Indicative World Plan is intended as an 
international standard of refeiencc to assist 
governments in formulating and implementing 
their agricultural policies. FAO means to sup¬ 
plement it by further research to he carried in 
connection with its "Perspectbe Study on 
World Agricultural Development”. 

t The report is now derestricted and is available 
ffom the OECD Agriculture Directorate. 


technical or financial assistance for 
research and development, education, and 
so on. 

The second reason is the need to pro¬ 
vide employment for a rapidly expanding 
population . The studies conducted by the 
OECD Development Assistance Commi¬ 
ttee and Development Centre endorse the 
importance allotted by the IWP to this 
aspect of the problem. The OECD count¬ 
ries consider the question of employment 
in agriculture in the developing countries 
to be fundamental. Employment 
considerations warrant the developing 
countries in covering their needs as far 
as possible by home production, even 
if this means some modification in the 
trade flows affecting OECD countries. In 
the long run, the development of other 
sectors of activity and the slower rate of 
population growth should gradually relieve 


Non-agricultural exports from develop¬ 
ing countries to the OECD area have 
gone ahead faster than agricultural ex¬ 
ports. During the 1960s OECD imports of 
industrial and manufactured goods from 
these sources increased at a rate of about 
16 per cent per year. The value of such 
imports is still lower than that of agricul¬ 
tural products and foodstufTs, but they 
offer the developing countries the best 
chance of raising their export earnings. 
The demand for manufactured goods is 
steadily expanding in the developed count¬ 
ries; the tariff preference system should 
facilitate access to their markets; and the 
general price trend in international* trade 
runs fore in favour of industrial goods than 
of primary products. 

II 

Adjustment in the Developed 
Countries 

The first need is to secure real progress 
in agricultural production in the develop¬ 
ing countries. OECD is considering how 
to secure international action to improve 
output, but the attainment of the agreed 
targets may partly depend on the agri¬ 
cultural and trade policies followed in the 
developed countries. The ways and means 
of such a policy adjustment, and the effects 
it is really likely to have, call for analysis. 
It will indeed be pointless unless the de¬ 
veloping countries really benefit by 
it. OECD also wants to make sure 
that such ah adjustment furthers the 
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effective use off resources in the world 
as a whole. : . 

The developing countries have tended to 
become increasingly self-sufficient during 
the last few yean. The first result has been 
to restrict the developed countries’ market 
for agricultural exports in those parts of 
the world. (Table I) 

Table I 

Trend in Exports by OECD Countries to 
Developing Countries 

(Agricultural Products and foodstuffs) 

(Standard International trade classifica¬ 
tions 0 and 1) 


Value 

Year (million 
of 

dollars) 


As % of As % of 
total total 

exports exports 
to of 

develop- agriucul- 

ing tural 

countries products 

and 
food¬ 
stuffs 
by 

OECD 

countries 


1960 

2,532 

12.8 

25.0 

1964 

3,247 

13.6 

22.2 

1965 

3,159 

12.2 

20.6 

1966 

3,587 

12.8 

21.4 

1967 

3,571 

8.8 

21.5 

1968 

3,561 

7.8 

20.7 

1969 

3,569 

7.0 

19.2 


Source: OECD. Trade Statistics 


This export flow has dwindled both in 
'elation to total OECD exports to the 
leveloping countries and as a proportion 
jf OECD’s total agricultural and food 
ixporfs. 

The main traditional OECD exporters, 
especially Canada and the USA, which 
were able to satisfy the urgent food needs 
)f certain developing countries in middle 
1960s, have had to revise their production 
uid export policies to suit (he new world 
narket conditions and to avoid interfer- 
ng with the developing countries’ efforts 
,o increase their own production. This 
jolicy shift has raised some difficult prob- 
ems for certain exporting countries and 
impelled them to cut down on cereal 
trowing and to diversify their agriculture, 
[f the tendency for markets in the de¬ 
veloping countries to dwindle is confirmed 
md coincides with an economically justi- 
ied increase in their home production, 


the OECD countries will have to take this 
into account. 

The Indicative World Plan also implies 
that the developed countries should in¬ 
crease their agricultural imports from de¬ 
veloping countries. 

Let us recall some elementary fads. 

First, the demand for agricultural pro¬ 
ducts and food-stuffs rises slowly in the 
developed countries; their population 
growth is slower, and their income ela¬ 
sticity for most of the products concerned 
is low. This is so not only for tropical 
products, but for products competing 
with the developed countries’ agricultural 
output. For agricultural commodities 
which have to compete with industrial 
substitutes, even more complex problems 
arise. 

Most OECD countries admit a number 
of agricultural exports from the develop¬ 
ing countries on liberal terms; often tro¬ 
pical products and certain processed pro¬ 
ducts are included in the system of gene¬ 
ralised preferences. For these commodi- 
dities, the growth of markets in developed 
countries depends less on policy measures 
than on the natural trend of demand, but 
steps might be taken to encourage the con¬ 
sumption of tropical products. The pro¬ 
ducing countries' export earnings could 
also be improved if means could be found 
to reduce the import protection still ac¬ 
corded to certain products and to elimi¬ 
nate undue price fluctuations. 

Where products compete with OECD 
countries’ agricultuial output, most of 
their agricultural and trade policies may, 
indeed, be protective. The support fur¬ 
nished by most developed countries to 
their agricultural industries is meant to 
hold the l&lters’ adjustment to economic 
growth, but it should be gradually re¬ 
duced as agriculture becomes better adap¬ 
ted to economic development and tnc 


world market is less affected by external 
interference. 

In any event, the OECD countries as a 
whole have considerable agricultural pro¬ 
ductive capacity: without using their full 
production potential, they could increase 
their output far beyond the growth of 
their own needs for practically every ma¬ 
jor commodity group except beef and 
veal. They are therefore constantly on the 
watch for means of balancing the market 
and controlling production — often a 
ticklish task. Their policies will have to 
take increasing uccount of the developing 
countries. Production costs in develop¬ 
ing countries may not invariably be lower 
than in others where conditions arc often 
highly favourable in soil quality, ratio of 
land to labour, high investment capital, 
temperate climate, etc. If the developed 
countries with high production costs were 
to restrict their output and leave room for 
larger imports, the developed countries 
producing at low cost would be as well, 
or perhaps even better, placed as the de¬ 
veloping countries fo cover the import 
requirements. 

W * 

i**' 

Orientation in Developing 
Countries 

While the OECD countries are affected 
by agricultural growth in the less develop¬ 
ed countries, it is up to the latter to see 
that their growth is of a suitable pattern. 
When the food needs of the population in 
developing countries are remembered it is 
doubtful whether surplus supplies of some 
commodities will be available for export to 
developed countries; the additional quan¬ 
tities forthcoming might well be absorbed 
by the growth of home demand. Future 
consumer behaviour depends on changes 
in socio-economic structure and on the 
process of urbanisation. 

The OECD considers that there is slid ) 


T\blk 11 
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Exports of Foodstuffs, Beverages and Tobacco by Developing Countries, in Value’* and as • 

a Percentage of Total Exports 


Destination 

World 


Developed areas 

Developing areas ' 

Period 

Value 

«/ 

✓ o 

Value 

U ' 

4 O 

Value 

CW \ 

I960 

8,110 

29.6 

6,240 

31.5 

1.510 

24.8 ! 

1966 

10,450 

27.0 

7,450 

26.5 

1,880 

23.6 , 

1967 

10,560 

26.2 

7,610 

25.9 

1,870 

23.0 5 

1968 

11,020 

25.0 

7,960 

24.4 

2,000 

22.8 ( 


-1 


* S million f.o.b. . ’ 

Source; UNCTAD, Study on International Trade and Development 1969-70; j 
10th Session, August, 1970. . 
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room in many countries for a new dstribu 
tion of income, which would have a not¬ 
able influence on demand. Thus, a policy 
\ aimed to concentrate the use of inputs on 
the most favourable areas would improve 
yields; but this would benefit only a frac¬ 
tion of the rural population - the fraction 
which is already well fed, and shows a re¬ 
latively low demand elasticity. The re¬ 
mainder of the population could con¬ 
sume more, but would not be able to buy 
more — a situation which l may add in 
j passing, certainly applies to me! 

India's example 

On the other hand, a broader rc-distri- 
! bution of inputs would probably lead to 
. some drop in production, but also to a 
; substantial rise in demand. India is a good 
■ example: the nine million tons of cereals 
shown in the 1WP as the exportable sur¬ 
plus in 1985 represents only about five per 
cent of India's total cereal production; a 
: slight change in the production/demand 
ratio would thus greatly effect the volume 
available for export. 

fa some countries, the social situation 
icinains a serious obstacle to any increase 
in effective demand. The reason may be 
! i hat there is little stimulus for the improve¬ 
ment of agricultural technology. If the 
social system is such that the over-con¬ 
centration of wealth leads to substantial 
exports of capital, that capital will 
he lost to local development, and effective 
demand and output will be corresponding¬ 
ly reduced. 

Another vital aspect of agricultural 
policy planning is the need to step lip 
trade between developing countries. The 
diversity of technical anil economic condi¬ 
tions in these countries should allow some 
scope for complementary production, both 
within agriculture and between agricul¬ 
ture and industry. 

The trade in farm products between dc- 
\eloping countries still accounts for only 
about seven per cent of the total interna¬ 
tional trade in those commodities. It is 
encouraging that the proportion of the 
total trade between developing countries 
represented by such products has declined 
slightly as it points to a growing diversifi¬ 
cation in their economics (Table II, p. 1223). 
However, the scale of agricultural trade 
between developing countries in relation 
to their total agricultural exports which re¬ 
mained low throughout, the last ten years 
(from 18 to 19 percent) might be increa¬ 
sed in the future. 

IV 

Implications for Aid Policy 

The achievement of the IWP targets de¬ 
pends above all on the means of produc¬ 
tion and investment resources available 


ko the developing countries to intensify 
agriculture. 

To what extent will those countries be 
able to cover their own requirements, and 
how far will they have to depend on aid 
from the developing countries? 

It is at present difficult to answer this 
key question. 

The OECD member countries strongly 
urge the importance of the food problem 
in developing countries, and the necessity 
of helping them to builcl up an agricultural 
potential. The DACs interest was first 
given public expression in a Recommenda¬ 
tion on Food Problems of Less Developed 
Countries adopted in 1966. Member 
countries have lately become increasingly 
alive to the social importance of agricul¬ 
tural policy and development. The IWP’s 
implications for aid policy fall under four 
main headings, beginning with food aid. 

Food Aid: as early as 1962, the OECD 
countries' ministers of agriculture stressed 
to what extent food aid programmes could 
contribute to the developing countries’ 
economic expansion. The food aid possi¬ 
bilities offered by the substantial surplus 
stocks then existing in developed countries 
were urgently needed, but it was consider¬ 
ed, as now, that they should be used only 
if warranted by production difficulties or 
economic and social needs in the deve¬ 
loping countries. 

Four Food Aid Points : The OECD coun¬ 
tries consider that food aid policies should 
note the following principles: 

Food aid should not be allowed to slow 
down efforts to develop food production 
in the benefiting countries, impinge on 
commercial imports, or unduly depress the 
level of world prices for the commodities 
concerned. 

Food aid should be focussed on badly 
needed commodities, the supply of which 
is particularly inelastic in developing 
countries (high protein products at 
present come under this heading and will 
continue to do so in the foreseeable 
future). 

If food aid is to achieve maximum 
effect, it should be dispensed so that the 
benefiting countries are able to use it to 
best advantage; it should also be closely 
co-ordinated with other types of aid, 
especially technical assistance; the 
emphasis laid by the World Food Pro¬ 
gramme on project assistance makes it a 
particularly suitable instrument for this 
purpose. 

Full co-ordination and harmonisation 


should be ensured between various bib 
teral and multilateral food aid activities 

Agricultural Inputs : The Indicative 
World Pldn allots priority to raising pro. 
ductivity rather than to extending the 
cultivated area; this is the apporach 
adopted in many assistance programmes 
It involves the necessity of appreciably 
raising the yields from land already cul¬ 
tivated, which will demand a considerable 
increase in the various inputs. 

These inputs will be largely produced by 
the countries concerned, but even if they 
succeed in keeping the proportion of im¬ 
ports required within the IWP estimates 
($7,000 million at 1962 prices) the amount 
involved would still represent the equiva¬ 
lent of 5 to 10 per cent of the total value 
of developing countries’ anticipated im¬ 
ports for 1985. It can be assumed that 
the total assistance granted for the pur¬ 
chase of inputs did not greatly exceed 
$1,000 millions in 1969. 

Investment : Investment in the domestic 
production of agricultural inputs and in 
the capital equipment directly needed to 
increase agricultural production is of 
major importance in the integrated ap- 
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proach adopted in the Plan. The donor 
countries have already helped to finance a 
fair proportion of such investment, mainly 
under large-scale projects with clearly 
definable economic benefits. Many of 
them would have been ready to increase 
their aid in this sector if they had not 
found it difficult to find suitable projects. 
This points to the need to pay attention 
to project identification and preparation. 

The Indicative World Plan also has impli¬ 
cations for aid policy in technical assis¬ 


tance and agronomic research. The donor 
countries realise that, as well as appropri¬ 
ate agricultural techniques, the develop¬ 
ing countries require a whole network of 
training and advisory services to enable 
them to apply those techniques on the 
farm. Several DA.C countries have there¬ 
fore strengthened their technical assis¬ 
tance programmes in favour of the agricul¬ 
tural sector in recent years, and are now 
supporting technical assistance projects 
fully integrated with the less developed 
countrie’s own efforts in this direction. 


The donor countries now recognise Hu, 
effectiveness of agronomic research as an) 
important factor in programmed agricul-. 
tural development. In connexion with thq 1 
“Green Revolution” in particular, the role: 
of research has been widely recognised for. 
some time past. No really effective use can 
be made of physical inputs, of whatcvei; 
kind, without the Nicking of large-scale 
research projects to improve the existing 
strains and varieties and determine which 
are the best methods to be applied,, 
technically and economically speaking. > 


Hunger for Capital 


E. B. Brook 

Vienna 


The rapid growth of the multinational 
companies, which is one of the most signifi¬ 
cant circumstances which accompanies the 
expansion of economic grouping in west 
Europe, necessitates provision of ever lar¬ 
ger quantities of investment capital. This 
1$ needed especially for ever more intensive 
research, development of new products and 
processes, to meet the cost of anti-pollu¬ 
tion controls and provision of new equip¬ 
ment. 

The number of new products and pro¬ 
cesses emerging from modem industrial 
enterprise in north America and west 
Europe every year exceeds one thousand. 
The anti-pollution controls will inevitably 
increase and will probably increase sharp¬ 
ly after the Stockholm Conference on 
Pollution. Erection of new installa¬ 
tions, setting up of new automatised 
plant and the often cosily scrap¬ 
ping of still profitably operative plant 
because its processes have become out¬ 
dated make a tremendous demand on 
capita], even for multi-billion multi¬ 
national companies. 

need for capital 

This implies the need for them to provide 
ever larger quantities of investment capital 
which has to be found very largely from 
perpetual current cash flow — the pro¬ 
portion of gross income available for re¬ 
investment after all external payments have 
been deducted — such as wages, dividends 
and taxes. This means that these great 
companies are constantly consuming their 
own income to expand, develop and com¬ 
pete and that the value to them of public¬ 
ly invested capital is very small. Because 
they have thus to live on their own earnings 
there is a constant upward pressure on 
prices so as to provide a sufficient margin 
of profit to yield enough money for ex¬ 
pansion and constant modernisation. 

An indication of the immense sums re¬ 
quired for these processes of constant 
growth has been given by the petroleum 


industry in its statement that it will need 
£200,000 millions during this decade. The 
chemical industry will require £125,000 
millions and the plastics industry some 
£100,000 millions. Compared with what 
these industries spent in each of the last 
two decades these sums are immense and 
indicate how paramount to the companies’ 
interests are their growth needs. 

external effects 

The external effects of this type of mam¬ 
moth self-supporting growth are interna¬ 
tional, national and social. Internationally, 
these industrial giant coiporations are be¬ 
coming, as indicated in trie preceding arti¬ 
cle, more powerful than many national 
banks and even than some of the govern¬ 
ments. Nationally, the fact that they are 
obliged to consume a high proportion of 
their ever-growing incomes to finance new 
investment and that they need an ever- 
highcr cash flow means an infationery 
influence on prices, although the quality 
and efficiency of the products advances also 
steadily. Socially, the principal effect is a 
movement in the siting of industry, the 
rendering of increasing numbers of wor¬ 
kers and technicians obsolete and a dimi¬ 
nution in the total number of industrial 
units. 

The great multinational companies of 
the USA, Britain and western Europe now 
account for a more than <30 per cent of all 
annual capital investment most of which 
is concentrated in high-technology, capi¬ 
tal-intensive areas. As a result, out-of-date 
(but not necessarily old) plant and equip¬ 
ment is being scrapped ever faster as in¬ 
vestment grows in new techniques and 
much of the plant standing in these com¬ 
panies’ countries of origin comes up for 
sale and their staffs are mostly laid off. 
The effect on what can be called the parent 
countries is a reduction of assets while in 
developing regions in which much of the 
new technology is installed the low scale 
of human employment required owing to 
automated working means that the effect 


on their usual condition of high un-[ 
employment is not very helpful. “ 

This has been found to be the case in’ 
several of the "development areas” ir,; 
Britain, in Italy’s southern regions, inj 
France, in western Ireland and, in thi : 
USA, in the poor Appalachian and Kcntu-j 
cky areas as well as in the French-speaking 
Canadian province of Quebec. High tech-' 
nology industries are not and cannot lx. 
big employers of labour — only about U 
per cent of their earnings is provided by* 
skilled human labour, the greater pttrf 
comes from computrised and lechnolo ! 
gical production. One huge combine Iasi, 
year simultaneously increased its output 
by six per cent and reduced its wages bil 
by about 18 million dollars. , 

social consequences 

The social effects of this evolution ii : 
industry vary considerably from ont> 
country to another. In the world’s mosi' 
technologically advanced economy, the 
USA, where about 40 per cent of stir 
functioning plant and equipment is re< 
garded as obsolete and in need of replace • 
ment, the rate of unemployment remain:* 
obstinately high and, despite the administ' 
ration’s efforts to attract foreign industria* 
business, remains at over six per cent ol 
the total labour force. In Britain, also, thd 
growth of industrial technology must bd 
regarded as a contributory cause of conli 
nuing high unemployment. ! 

In western Europe it is otherwise. Then." 
is a very high percentage of unemployment 
in Italy. In the largely workless soul),' 
the installation of some high technology 
industries has helped to reduce workless, 
ness very little but industrial ni(ionali$u' 
lion remains still a small contributory 
cause of Italian unemployment, fn Ur) 
rest of the Common Market area there i( 
not only very little unemployment but .* 
very urgent need to import labour *e\eij 
though Germany, the Low Countries anu 
France are centres of capital-intensive^ 
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S igri-iccnnoiogy inuusiry. in uermany, 
Ithough the labour need is less intense 
han it was and there is some movement 
I south European labour homewards, 
■-here will be a market for foreign workers 
ujbr some lime to come. Holland, with the 
} |vorId’s most intensely technological fuel 
$md electrical industries, also needs to 
(import labour even though it is a country 
■pi huge families and the population per 
square mile is the highest in Europe. Much 
\ha same may be said of Belgium where 
several old-fashioned industries have gone 
go the wall before the advance of the multi¬ 
nationals. 

position in France 

France, striving to remain the leader of 
the Common Market, is a country where 
almost all the younger men have left the 
land to work in the factories and help 
achieve, the French mid 20th-century in¬ 
dustrial revolution. The average age of the 
French farmer is now about 55 but the 
.young men who have gone into the fac¬ 
tories- most of them now in techno- 
logically-intensivc areas — arc not suffi¬ 
cient to make up the manual labour lorcc 
needed to do the jobs it is not yet economic 
to make mechanical. To such an extent is 
♦this true in France that it is the immi- 
: grants who ore making up the backbone ol 
'many essential French industries. About 
half of these immigrants come from Af- 
; rica. Forty per cent of them arc from north 
Africa and nearly 10 per cent from central 
and west Africa. T he rest of the foreign 
workers in French factories arc mostly 
I Kalian. Spanish and Portuguese with some 
from south-east Europe. In some French 
assembly lines the proportion of foreign¬ 
ers goes as high as 80 per cent. These 
workers do mostly simple, repetitive jobs 
w Inch the l 'rench prefer not to do and even 
the many redundant French miners de¬ 
cline to do such deadly boring work. 

The picture of the Common Market 
area as it prepares to enlarge is that 
it will be taking high unemployment areas 
in Britain and Ireland to add to its already 
high unemployment area in Italy. Its in¬ 
dustrial core from Marseilles to Hamburg, 
on the other hand, employs at least six 
million foreign workers - some three 
million in Germany and about one and a 
lailf million in France. 

Tile prospect is that this huge foreign la¬ 
bour force in these areas - to which 
must be added the considerable manual 
labour force of foreign origin in Switzer¬ 
land and Austria, outside ihc Market 
will remain for the foreseeable future while 
the weaker units within the Market area 
will be obliged to come within the orbit 
of the huge capital-intensive multinational 
companies which are already the economic 
units with which the Market's political 
leaders are having to reckon. 



Linoleum floor-coverings are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you ' 
so much in repair and renovation costs.... 
you’ll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to clean and polish, 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

The versatile floor-covering ■ For better living 

India Linoleum, Ltd., 
P.O- Birlapur, *4 Paiganas, Weil Bengal. 
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Mr Bhutto may not be 

the o.nly one who has decided views 
on the intellectual mediocrity of 
Mrs Indira Gandhi. It is said of 
a certain well-known (and well-worn) 
journalist in the capital that his column 
always shows whom he has last been 
talking to. Most of Mrs Gandhi's more 
important speeches reveal what parti¬ 
cular book or magazine or newspaper 
article the not-so-faceless speech writers 
jn the Prime Minister’s secretariat have 
lately been readings Occasionally, the 
speech writers do a bit of deliberate re¬ 
searching too, as when they came up 
with quotations from exalted sources for 
the Prime Minister's use. Thus she was 
made to quote from the Atharva Veda 
at Stockholm, the purpose apparently 
being to suggest that a deep and wide- 
ranging scholarship is to be reckoned 
among her many accomplishments. Mr 
Karan Singh who seems to be more at 
ease with the parasites and panders of 
Indian tourism than with the pilots or 
engineers of Indian Airlines, perhaps 
desired to make the point that the Prime 
Minister was not only scholarly herself 
but was also the cause of scholarship in 
her colleagues; he too put across a bit of 
his own Sanskrit learning. The foreigners, 
1 am sure, were duly impressed. 

What may be Orissa's 

gain need not necessarily be New Delhi’s 
loss. When the Prime Minister decided to 
reward Mrs Nandini Satpathy for her 
fidelity by placing her at the head of the 
new ministry in Orissa, the former might 
have permitted herself a feeling of relief. 
Mrs Satpathy has lately been becoming 
less of an asset and more of an embarrass¬ 
ment to her chief. Apart from having 
outlived her utility for Mrs Gandhi in 
central politics, she has started having 
ideas which are far less modest than her 
dress or demeanour. Her transfer from 
New Delhi suggests that Mrs Gandhi has 
more ways than one of putting in his 
or her place an associate who has come 
too close for comfort. Mrs Satpathy 
will no doubt discover soon enough 
that there are jobs more difficult than intri¬ 
guing behind or between the political 


scenes. Having played for so long the 
role of a mouse which has even forgotten 
to say “cheese”, she will now have to 
address herself in earnest to the task of 
discovering in herself talents of a different 
and far more serious order. 

Recently Rejaji wrote 

in Swarajya thus: “The CBl report about 
the Tamil Nadu Chief Minister should be 
published if only to allay the strong 
public suspicions that Sri Karunanidhi 
cannot defend himself against what that 
report brings up”. It is widely believed 
that the Prime Minister is in the habit of 
using CBI reports to brow-beat her political 
opponents or bully inconvenient or 
intransigent partymen, while there have 
also been rumours that fund-collectors for 
her party have not been above using CBI 
information to blackmail businessmen, 
big or not so big. 

Mr Karunanidhi is a politician cast in 
Mrs Gandhi’s own mould. Between them 
it has always been a case of Greek meet¬ 
ing Greek. I am sure that the Prime 
Minister will be the last person to make a 
gift to anyone of any bargaining point 
she may have in her dealings with Mr 
Karunanidhi. All this, of course, is 
unfortunate. Allegations have been made 
from time to time against the Karuna¬ 
nidhi Ministry. It is naturally very diffi¬ 
cult for private individuals or even organi¬ 
zations to compel the state government 
to face specific charges or clear itself of 
them before an appropriate authority. 
In such circumstances if the central gov¬ 
ernment does have information of a kind 
which is relevant to such allegations it 
owes a moral obligation to the people of 
the state in the first instance and then 
to the country generally to institute pro¬ 
ceedings on the basis of the CBI findings 
as it is legally entitled and empowered to 
do. 

That no legitimate 

means should remain unemployed for 
exposing the true character of the DMK 
government is*a proposition which has be¬ 
come all the more respectable in the light 


MOVING 

FINGER 


of recent happenings in Tamil Nadu. A t 
few days back DMK goondas committed, 
large-scale arson and looting at the | 
offices of a Tamil daily which is far from: 
friendly to the Karunanidhi brand of i 
politics. A director of the newspaper (. 
former DMK leader who had been ex-;, 
pclled from the parly) was reportedly 
assaulted in the process. The offices \ 
of another publication which is also \ 
critical of Mr Karunanidhi, a weekly with , 
a large circulation, were also daraag-* 
ed by DMK fanatics. It appears that the ■ 
police gave no protection to the victims 
of these outrages. 


The alleged provocation for these acts 
of violence against the non-conformist 
press was the murder of a DMK trade 
union leader in the course of clashes 
between rival factions of workers. It is 
worth noting that it is the DMK which 
has introduced the philosophy of violent 
conversion in its efforts to capture trade 
unions in the state, its familiar instrument 
of persuasion being a cycle chain applied : 
to the heads or faces of workmen who fail f 
to see the light quickly enough. In its : 
pre-government days the DMK was really : 
never very far from dealing out threats * 
of violence in order to generate a suitable * 
atmosphere for its political work or ' 
aims. Today, with the administration of ‘ 
the state in its hands, this party is appa- ' 
rently emboldened to proceed from threats } 
of violence to violence itself in the con¬ 
viction that the police may be depended 
upon to look in the other direction when- ' 
ever DMK activists chose to teach their * 
political opponents a lesson. Such of us \ 
as may still be blind to the essentially * 
fascist character of this party surely des- \ 
erve to have their eyes examined. : 


Reporting on "howlers" 

in text books for schools, which have 
been published in Kerala state, the staff 
correspondent of The Statesman in Tri¬ 
vandrum wrote recently : “According [ 
to the social studies textbook for final » 
year school students Mahatma Gandhi J 
was born in Rajghat (Gujarat State). 
Perhaps the author was carried away by j 
the biblical saying ‘Dust thou art and 
unto dust thou returncst’ and failed to 
make any distinction between the place of 
Gandhiji’s birth and cremation.” 


Would this mean, by any chance, 
that The Statesman will be l 
perfectly satisfied if the version in ■ 
the textbook is changed to read j 
“Gandhiji was cremated in Rajghat * 
(Gujarat state)?”. 

Some of us, 

1 must say, are 
easy to please. 
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ILO Conference 

Pariicipaiing jn the debate 
on the report of the Director 
General of ILO presented at 
the 57th International Labour 
Conference held in Geneva 
recently Mr R. K. Khadil- 
kar, Minister for Labour 
said that the most valuable 
form of technical assistance 
that the developed countries 
could render at the present 
juncture is in the evolution of 
the most appropriate forms of 
technology for application in 
the developing countries. He 
also pointed out that if partici¬ 
pation of the people was basic 
to the politics of a free society, 
willing participation of the 
workers is an equal necessity 
for the successful operation of 
(he productive apparatus of 
society. 

New Taxes in Maha¬ 
rashtra 

Maharashtra's Finance Min¬ 
ister, Mr M. D. Chaudhuri 
proposed additional taxation 
estimated to yield Rs 5.27 
crores in the current year and 
over Rs eight crorcs in a full 
year. Presenting the additional 
budget estimates tor the cur¬ 
rent year to the state Legis¬ 
lative Assembly, he proposed 
an increase in the rates of sales 
tax, mainly on items of con¬ 
sumption by higher-income 
groups, higher rates of elec¬ 
tricity duty and stamp duty. 

Against an overall surplus 
of Rs 47.93 crores shown in 
the interim budget presented 
in March, the revised esti¬ 
mates presented on June 13, 
show an overall deficit of Rs 
29.32 crores. The Finance 
Minister, however, antici¬ 
pated the resources gap in the 
current year at Rs 5.08 crores, 
after taking into account cer¬ 


tain anticipated receipts not 
budgeted for (including Rs 
28 crores by way of market 
borrowings) and discounting 
certain liabilities. The taxa¬ 
tion measures proposed by 
him would thus meet the cur¬ 
rent year's resources gap 
fully. 

Additional yield expected 
from the increase in sales tax 
rates is estimates at Rs 274 
lakhs in a full year and Rs 137 
lakhs in the current year. 

Canadian Loan 

A development loan agree¬ 
ment for about Rs 35.7 
crores (S 50 million) was 
signed on June 10, between 
India and Canada. This loan, 
which is the largest develop¬ 
ment loan Canada has so far 
extended, will be utilised to 
finance the import of indus¬ 
trial commodities, fertili/ers 
and fertilizer materials over a 
period of two years instead of 
one year as in the case of earlier 
development loans. This is a 
new feature and would help in 
planning imports from Canada 
satisfactorily. 

The agreement was signed 
by the Canadian High Com¬ 
missioner, Mr James George, 
and Dr I. G. Patel, Secretary, 
Economic Affairs, Ministry of 
Finance. 

The allocation for imports 
during the first year is $ 30 mil¬ 
lion but this may be increased 
to a higher value depending 
upon the availability of resour¬ 
ces. A second loan will be 
signed in 1972 to increase the 
funds available during 1973* 
74. The loan is on the same 
terms granted for all Cana* 
dian development loans to 
India during the last six years. 

The loans are free of interest 


and service or commitment 
charges and are repayblc in 
50 years, including a 10 year 
grace period. 

This is the eleventh com¬ 
modity and fertilizer loan 
provided by Canada since 1967. 
Under the loan, Canada will 
provide India with asbestos 
ferro-alloys, lead, zinc, news¬ 
print, nickel, rubber, sulphur, 
woodpulp, potash and NPK. 
The rapid utilisation of ear¬ 
lier loans as well as an increased 
demand for fertilizers and in¬ 
dustrial raw materials are evi¬ 
dence of the matching of 
India’s requirements with 
availability from Canada and 
the full understanding which 
has been established between 
the governments of India and 
Canada. 

Canada has been providing 
industrial commodities and 
fertilizers to India since 1953 
when copper and aluminium 
were first provided under grant 
assistance. Since then, Rs 
230 crores ($321.5 million) 
worth of commodities and ferti¬ 
lizers have been provided. 

1972-74 Commodity & Ferti¬ 
lizer Loan 

(SCdn. million) 

Asbestos (6.00), Copper 
(1.00), Ferro-alloys (i.00), 
lead (2.50), Newsprint (7.25), 
Nickek (2.00), rubber (2.00), 
Sulphur (0.50), Woodpulp 
(5.75), Zinc (4.00), NPK (6.00) 
Potash (7.00) and Unstruc¬ 
tured (5.00) Total 50.00 mil¬ 
lion Canadian dollars. For 
Industrial Commodity and 
Fertilizer Assistance see table 
below. 

Zips in Danger Zone 

The Zip Fasteners Manu¬ 
facturers, Association was 
shocked by the import policy 
which came into effect on 


April. J, 1972, Their fi rst 
'shock, however, had come 
even earlier in May, 1971 when 
the authorities imposed the 
present excise levy of 20 per 
cent (plus sales tax of six 
per cent). From that time 
onwards, their ability to com¬ 
plete with imported zip fast¬ 
eners was crippled. Today 
there is a surfeit of zip fasten¬ 
ers in the country made up of 
(1) indigenously produced zip 
fasteners, (2) legitimately im¬ 
ported zip fasteners and also 
(3) zip fasteners imported sur¬ 
reptitiously. And the indi¬ 
genous zip fasteners which 
have to bear excise and sales 
tax cannot afford to sell at 
the inordinately low prices at 
which imported zip fasteners 
(which do not have to bear 
excise and sales tax) are sold 
in the Indian market. 

The installed capacity of zip 
fasteners in the country (about 
3000 kilometres) is adequate 
to take care of the entire re¬ 
quirements of different users 
of zip fasteners. The manu¬ 
facturers have a phased pro¬ 
gramme for the next five years, 
at the end of which (1976-77) 
their total output would reach 
9,250 kms. They claim that 
their wholesale market prices 
compare satisfactorily with the 
landed cost, inclusive of only 
import duty (110 per cent), of 
imported zip fasteners. Fur¬ 
ther, they say they have been 
providing employment to 
about 15,000 persons and have 
earned foreign exchange of 
over Rs two lakhs in 1971 on 
their exports of nylon zip 
fasteners only; besides nylon 
fasteners, metallic zip fasten¬ 
ers also were exported. Qua¬ 
lity-wise they conform to 
international standard specifi¬ 
cations. 

The latest decision to allow 
more imports (by grant of 20 


Industrial Commodity & Fertilizer Assistance 
(1953-54—1972-73) 

(S Cdn. million) 

Grants 

Develop¬ 
ment Loan 

Total. 

Industrial Commodities 100.5 

123.8 

224.3 

Fertilizers 20.2 

77.0 

97.2 

Total: 120.7 

200.8 

321.5 
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percent repljsnishment-r-eom- 
pared to only 10 per cent. 
Earlier—against export of gar¬ 
ments which fright be raised 
even up to 100 per cent on 
the recommendation of the 
Textile Commissioner!) goes 
against the accepted tenets of 
import substitution and self- 
reliance and requires to he 
critically examined. 

Madras Stock Exchange 

Mr M. Sankaran, President 
of Madras Stock Exchange, 
stated in his address at the 
annual general meeting of the 
exchange recently that in 
cases of state take-over of 
companies, the government 
should refer the question of 
compensation payable to two 
representatives, one an expert 
conversant with the industry 
to which the company belongs 
and another, a financial 
authority, to arrive at the fair 
compensation by adopting 
standard methods of valuation. 
He also said that the share¬ 
holders should be paid com¬ 
pensation expeditiously. Re¬ 
ferring to the recent take-over 
of the general insurance com¬ 
panies and the Indian Copper 
Corporation, he said that the 
shareholders of these com¬ 
panies were not in a position 
to raise any credit on their 
holdings due to uncertainty in 
regard to compensation and 
the approximate time of pay¬ 
ment. 

Mr Sankaran further said 
that representations have been 
made to the Finance Minister 
and the Governor of the Re¬ 
serve Bank of India that ade¬ 
quate credit facilities should 
be given to st>*ck and share 
brokers and investors to borrow 
on the pledge of stocks and 
shares but this suggestion had 
fallen on deaf ears. He also 
appealed to companies listed 
with the Madras Stock Ex¬ 
change that they should issue 
brief quarterly progress reports 
to shareholders. This will 
assist the investors in taking 
investment decisions. 

Instruments 

The prodution of elctrical 
measuring instruments in the 
country has shot up by more 
than 73 per cent. In 1971, 
electrical measuring instru¬ 
ments worth Rs 236.34 lakhs 


were produced as against Rs 
136.43 lakhs in 1970. During 
the same period, big increase 
in the output of water meters 
and house service meters was 
also recorded. The production 
of water meters went up from 
1.60 lakhs in 1970 to 1.63 
lakhs last year and the house 
service meters increased by 
over three lakh meters to 
28.49 lakhs. Increase of more 
than Rs. one crore was also re¬ 
corded in the value of output 
of industrial process and con¬ 
trol instruments. The produc¬ 
tion of medical and surgical 
instruments which valued at 
Rs 113.74 lakhs in 1970 rose 
to Rs 162.29 lakhs last year, 
marking a rise of nearly Rs 
SO lakhs. The output of 
x-ray and electro-medical 
equipment went up by nearly 
Rs 104 lakhs to Rs 254.66 
lakhs last year. 

Mahi Control Board 

The Mahi Control Board, 
recently constituted in consul¬ 
tation with the governments 
of Rajasthan and Gujarat, has 
decided to complete the Bajaj 
Sagar Project on ihe Mahi 
river in Rajasthan within live 
years. Dr K.L. Rao, union 
Minister for Irrigation, has 
stressed the need for conserv¬ 
ing the waters of the river, 
which go waste now, for the 
benefit of the people. 

The board, constituted 
under a resolution of the 
union Ministry of Irrigation 
and Power, has been charged 
with the responsibility of en¬ 
suring efficient, economical 
and early execution of the 
Bajaj Sagar Project in Rajas¬ 
than. The governments of 
Gujarat and Rajasthan have 
agreed that the board’s func¬ 
tions may be extended to 
cover such aspects of. the 
Kaduna Project on the Mahi 
river in Gujarat as may be 
agreed to by the two govern¬ 
ments. The project is expee- 
ted to cost over Rs 31.35 
crores. Costs and benefits of 
the project will be shared by 
Gujarat and Rajasthan. 

Indo-Bangladesh Educa¬ 
tional Co-operation 

India will share experience 
in educational planning, re¬ 
organisation and reconstruc¬ 
tion with Bangladesh whieh 


proposes to set up shortly a 
commission for remoulding its 
system of education. In this 
context, two joint seminars, 
one in Bangladesh and the 
other in India, will be organ¬ 
ised. The Bangladesh edu¬ 
cation commission members 
will be invited to India to 
study problems of educational 
reform and the existing system. 
If required by the government 
of Bangladesh, the services 
of eminent Indian education¬ 
ists will be placed at the dis¬ 
posal of the commission in an 
advisory capacity. India will 
also supply books, reports 
and studies on the Indian 
educational system and send 
experts in specific field at the 
request of Bangladesh. These 
decisions were taken at a 
meeting held in the capital on 
June 10, between Prof. S. 
Nurul Hasan, union Minister 
of Education, Social Welfare 
and Culture, and Prof, 
Mohammad Yusuf Ali, Bangla¬ 
desh’s Minister of Education 
and Culture. 

UN Conference on 
Human Environment 

The UN environment con¬ 
ference at Stockholm which 
ended on June 16 approved 
plans for a structure compris¬ 
ing several bodies whose prime 


ooo of COUf^ 


task win be to co-ordinate efj 
orts throughout the world f 
safeguard the environmerj • > 
and curb pollution. It als > 
approved an environment fun, ' 
to finance environment pre 
grammes. Without holding, 
vote , the plenary session o' 1 
the conference approved fivj > 
bodies to check pollution 

The USA has offered 9 4r 
million to the Environment’ 
Fund over a five-year period' 
Canada is proposing to give 
I five million to 9 7.3 million; 
Japan 9 10 million and SwedeP ; 
9 five million . Eight other;. 
countries—-Britain, Denmark,-. 
Norway, Spain, Nigeria, Swit-ii i 
zerland, West Germany andi 
Botswana-have offered “subs-* 
tantial” sums or funds “within • 
their means’’. :< 

The conference also votedl 
on Jume 15 to meet again inj 
five years time. A resolution^ | 
recommending that a second,, 
environment conference be. i 
called in 1971 was approved in) 
plenary session by 75 votes,- 
against one and three absten-. 
tions. The UN General As-,. 
sembly will be asked to en-, 
dorse this decision in Septem-, 
ber this year. 

India won a major victory 
at the U.N. Conference on' 
Human Environment when 1 
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major recommendation for 

establishment of an inter- 
tional fund to assist in streng- 
ning the national program* 
|m for environmental impro- 
fements of human settlements, 
ias accepted by an overwhclm- 
'ig majority. No less than 
3 participating countries sup- 
|k>rted the motion as against 
|5 with 13 abstentions. 

, At the plenary meeting also, 
jjndia emerged as the leader 
ind spokesman of the develop¬ 
ing world; it also won the sup¬ 
port in principle from a large 
number of countries of the 
world for highlighting the 
.real and most pressing pro¬ 
blems of human settlements. 

' The following is the text of 
the recommendation; "ft is 
farther recommended that the 
Governments and the Secretary 
General take immediate steps 
toward the establishment of 
an international fund or a 
financial institution whose pri¬ 
mary operative objects will be 
jto assist in strengthening of 
'national programmes in this 
‘field through the providion of 
'seed capital and the extension 
of the necessary technical assis- 
! tance to enable an effective uti¬ 
lization of domestic resources 
for housing and the environ- 
■ mental improvement of human 
1 settlements”. 

India's proposal was sup- 
. ported by the Philippines, Cen¬ 
tral African Republic, Kenya, 

- Jamaica, Uganda and Senegal. 
Canada, UK, Italy and Sweden 
were in agreement with the 
principle of the recom¬ 
mendation, but stated that 
; since they had no mandate for 
voting in favour of separate 
fund, UNDP, bilatcrel aid 
and existing institutions might 
take care of housing needs. 

Aid-lndia Consortium 

The Aid-lndia Consortium's 
endorsement of the World 
Bank’s aid target of $1250 
million is no doubt good news 
but there is considerable con- 
, fusion about the American 
contribution and the quantum 
of debt relief. The consortium, 
in agreeing to $700 million of 
non-project aid including debt 
relief and 9550 million of 
project aid fot 1972-73, has 
assumed that the debt relief 
would be substantially higher 


than 9 100 mfljfcit. But it is 
highly mdikely-jthat the World 
Bank’s recommendation for 
9200 million Of debt relief 
would be accepted. Some 
member-countries of the 
consortium were receptive to 
the idea of stepping up the 
debt relief (which is united 
loan) while others have not 
been enthusiastic about it. 
There is uncertainty about the 
contribution from the Inter¬ 
national Development Asso¬ 
ciation (IDA), the World Bank’s 
soft lending associate, which 
depends for replenishment from 
the US. If it came through, 
the IDA, it is believed, would 
make a contribution of about 
9 350-400 million. 

Britain is understood to have 
offered £63 million project 
and non-project aid against 
£54.5 million in 1971-72. Japan 
last year offered £45 million 
non-project aid, including debt 
relief (which figure was later 
raised to £50 million in view 
of .the revaluation of the Japa¬ 
nese currency) and also £20 
million for steel as a special 
case outside the consortium. 
Japan has pledged $73 million 
for 1972-73. The Netherlands 
which gave 40 million guilders 
in 1970 and 50 million guilders 
in 1971 has now pledged 68 
million guilders. Denmark, 
Norway and Sweden not only 
increased their respective con¬ 
tributions but also indicated 
they would continue the same 
level during the next four to 
five years. Canada has already 
signed agreements for 50 mil¬ 
lion Canadian dollars in gene¬ 
ral aid and 30 million Cana¬ 
dian dollars for food aid 
covering rapeseed and skim¬ 
med milk. France too has 
signed agreements for in¬ 
creased quantum of aid than 
last year. West Germany 
has not been able to indicate 
its commitment as the Ger¬ 
man Parliament has not yet 
voted the budget. 

The communique issued at 
the end of the meeting reviewed 
the progress of economic deve¬ 
lopment in India and com¬ 
mended .the government of 
India for its economic perfor¬ 
mance during a particularly 
difficult year. The continuing 
satisfactory rate of growth in 
agriculture was welcomed. The 
growing share of engineering 


goods in exports was. found 
to be especially encouraging. 
Disappointment was expressed 
at the slow rate of growth in 
industrial production but noted 
that the problems were concen¬ 
trated principally in a few 
industries. 

IndO’Swedish Trade 
Panel 

An Indo-Swedish joint 
commission is to be set up for 
furthering economic indus¬ 
trial and technical co-operat¬ 
ion between the two countries. 
This was the important out¬ 
come of the discussions held 
in Stockholm between Mrs 
Indira Gandhi and Swedish 
Prime Minister Olaf Palem. 
A press communique issued 
by the Swedish Ministry for 
Foreign Affairs said ; “During 
the talks held during the official 
vis't to Sweden of the Prime 
Minister of India, Shrimati 
Indira Gandhi, the two sides 
had discussed ways and means 
to strengthen and develop com¬ 
mercial, industrial and techni¬ 
cal co-operation between India 
and Sweden. 

“The Swedish and Indian 
Govcrnmensl have accordingly 
agreed to take steps to set up 
a joint commission on econo¬ 
mic, industrial and technical 
co-operation. Both sides also 
agreed to maintain continuous 
direct contacts on bilateral as 
well as international questions 
of common interest.” 

Ban on New Capacity 

The government of India has 
decided not to encourage new 
capacities in four items, name¬ 
ly, steel furniture, mechanical 
toys, fountain and ball point 
pens and aluminium utensils 
owing to raw material short¬ 
ages. While no licences will 
he given for these items to the 
organised sector, DGTD also 
will not register any small unit 
for the purpose of assistance 
for obtaining raw materials 
for these items. 

Differential Inter as t 
Rates 

Guidelines have been issued 
to the custodians of the public 
sector banks and to the State 
Bank of India and its subsidiary 
hanks, laying criteria for the 
identification of persons eligi¬ 
ble to get loans at conces¬ 


sional rates (four per cent) and 
the conditions under which 
such loans should be given. 

In March this year, the 
finance Minister, Mr Y, B. 
Chavan, made a statement in 
Parliament on the differential 
interest rates on advances by 
public sector banks. The main 
purpose of the concessional 
rates loan is to encourage pro¬ 
ductive endeavours in backward 
areas. 

For lending at concessional 
rates, each bank should select 
atlcast one branch in every eight 
or 10, ensuring that backward 
pockets in rural, semi-urban 
and urban areas are well repre¬ 
sented. 

An endeavour which is re¬ 
ceiving assistance of the dif¬ 
ferential rate should have the 
capability of standing on its 
own after some time. In 
other words, not merely viable 
proposals but even those which 
arc potentially viable could 
be covered under the scheme. 
Normally a borrower should 
not need differential interest 
for more than live years. 

All such loans given undo 
the scheme should be covered 
under the Credit Guarantee 
Scheme. For this purpose, the 
Credit Guarantee Scheme will 
be suitably modified. 

The guidelines also la) 
down the sectors to which the 
concessional rates of inte¬ 
rest will be available. These 
include : Schedule tribes 
schedule castes and others 
engaged on a very modest scab 
in agriculture and or alliei 
agricultural activities; people 
who themselves collect, or dc 
elementary processing of, foresi 
products and people whe 
themselves collect fodder in 
difficult areas and sell them to 
farmers or traders; indigent 
students of merit going in for 
higher education who do not 
get scholarships or mainte¬ 
nance grants from govern¬ 
mental or educational autho¬ 
rities; physically handicapped 
persons pursuing a gainful 
occupation where some durable 
equipment and or continuous 
supply of raw material is 
useful; and orphanages and 
Women’s Homes where sale¬ 
able goods are made and for 
which no adequate and depend¬ 
able source of finance like 
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endowments o i regular chari¬ 
ties, exist. 

To be eligible for differential 
concessional rates of interest, 
the family income of the per¬ 
son from all sources must not 
exceed Rs 2000 per annum in 
an urban or semi-urban area 
or Rs 1200 per annum in a 
rural area. The person must 
not own any land or the size 
of his holding must not exceed 
one . acre in the case of irri¬ 
gated land and 2.5 acres in the 
•case of non-irrigated land. He 
must be prepared to work hard 
so that he can be helped to 
rise above his present eco¬ 
nomic level in the productive 
endeavour which would be¬ 
come economically viable with¬ 
in a period of three years 
or so. He must not incur 
liability to {wo sources of 
finance at the same time and 
must not engage any emp¬ 
loyees working for him. 

Partial Control on 
Sugar 

A PIB hand-out released 
on June IS stated : 

“Control over the price and 
distribution of sugar was re¬ 
moved with effect from May 25, 

1971. However, in the context 
of the steady rise in prices of 
sugar thereafter, and the emer¬ 
gency arising out of the conflict 
with Pakistan, by an informal 
agreement with the industry, 
both in the joint stock and 
the co-operative sectors, an 
arrangement was brought 
into effect from January 1, 

1972, for obtaining 60 per cent 
of the monthly releases of sugar 
at a fixed price of Rs 150 
per quintal ex factory, exclu¬ 
sive of excise duty, for D-30 
grade for meeting certain, emer¬ 
gent requirements and for 
distribution to domestic con¬ 
sumers through fair price 
shops. Similarly, a further 3.5 
per cent of the monthly releases 
was also made available by 
the factories at the fixed price 
for meeting export commit¬ 
ments. The agreement with 
the industry was to be valid 
for the duration of the emer¬ 
gency or for a period of six 
months, whichever was shorter. 

“Though the emergency still 
continues, and the prices of 
sugar in the open market have 
been steadily rising, the Indian 


Sugar Mills Association have 
informed the government on 
June 13, 1972, that some fac¬ 
tories are unwilling to conti¬ 
nue the present arrangement 
beyond June 30, 1972, and that 
it has not been possible for it 
to recommend any other 
scheme instead. 

“In these circumstances, and 
in order to ensure that the 
domestic consumers would 
continue to be in a position to 
procure a reasonable portion 
of their requirements or sugar, 
which is an essential commo¬ 
dity, at a fair price, the gov¬ 
ernment has decided to con¬ 
tinue the existing arrangements 
under the provisions of the 
Essential Commodities Act 
with effect from July 1, 1972. 
Accordingly, the Levy Sugar 
(Control and Supply) Order, 
1972, the Sugar (Price Deter¬ 
mination) Order, 1972, and 
other ancillary orders are 
being issued today in exercise 
of the powers under the Es¬ 
sential Commodities Act, 1955. 

“For the month of July, 1972, 
the government has decided 
to release 3.25 lakh tonnes 
of sugar, 60 per cent of which 
will be available as levy sugar 
at the notified prices for meet¬ 
ing the emergent requirements 
and distribution to domestic 
consumers, 3.5 per cent for 
meeting the export commit 
ments, and the remaining 36.5 
per cent for free sale.” 

The new prices have been 
fixed on the basis of studies of 
the cost of production under¬ 
taken by the Tariff Commis¬ 
sion. The following are the 
new ex-factory prices per 
quintal for the D-30 variety 
(exclusive of excise duty) for 
the various regions : 

Punjab Rs 146.56, Haryana 
Rs 126.59, Rajasthan Rs 
169.08, West UP Rs 134.40, 
Central UP Rs 136.87, East UP 
Rs 147.19, North Bihar Rs 
156.40, Gujarat Rs 124.59, 
Madhya Pradesh Rs 183.77, 
Maharashtra Rs 125.80, My¬ 
sore Rs 125.10 Andhra Pra¬ 
desh Rs 122.82, Tamil Nadu 
and Pondicherry Rs 134.01, 
Assam, Orissa, West Bengal 
and Kerala Rs 152.98. 

Drilling in Kutch Area 

The union Minister for Law 
& Justice and Petroleum & 


Chemicals, Mr H. R. Gokhatc, 
inaugurated on June 18 
spudding of the first oil-well 
near Bhitj in the Kutch area 
of Gujarat by the Oil and 
Natural Gas Commission. 

The well at Banni, one of the 
three locations in Kutch re¬ 
cently released for drilling 
after prolonged geological, 
geophysical and seismic sur¬ 
veys of the area, is projected 
to reach a depth of about 
2500 metres. The surveys have 
indicated the presence of thick 
sediments in the area. 

W'th the inauguration of dril¬ 
ling in Kutch, the Oil and Natu¬ 
ral Gas Commission’s ope¬ 
rational area in Gujarat will 
get extended almost to the 
geographical limits of the 
state. The Commission has 
so far discovered in Gujarat 
about 65 structures of various 
types and sizes and drilled 735 
wells of varying depths both 
exploratory as well as deve¬ 
lopmental. 

Furnace Oil from 
Bangla Desh 

Indian Oil’s first chartered 
tanker carrying 9,180 tonnes 
of furnace oil from Chitta¬ 
gong refinery in Bangladesh 
has reached Calcutta. The 
tanker will make consecutive 
trips to Chittagong to bring 
surplus furnace oil from the 
refinery there. 

The present consignment is 
a part of the total 150,000 to 
200,000 tonne furnace oil 
imports from Bangladesh dur¬ 
ing the current year under a 
trade pact. 

Tt is planned to import during 
1972 about two million tonnes 
of furnace oil to meet indige¬ 
nous demand furnace oil 
imports from. Bangladesh 
would represent about 10 per 
cent of the total imports of 
the product during the current 
year. 

Engineering Industry 
Survey 

The results of the eighth 
survey of trends in the engineer¬ 
ing industry, covering the ex¬ 
perience during October 1971 
—March 1972 and the pros¬ 
pects for April-Scptembcr 
1972 have been compiled by the 


Indian Engineering Associa¬ 
tion. The survey covered 11 \, 
companies of varying sizes re- 1 
presenting different sectors o( . 
the engineering industry. The 
engineering industry is niorq 
optimistic regarding the gcnei 
ral business situation in the, 
country than it was in the pre¬ 
vious six months. As against 
34 per ccntof the respondent*, 
who had expressed such opti-i 
mism in the last survey, there 
were 67 per cent in this sur¬ 
vey. 1 

The industrialists also ap-* ‘ 
pear to be more inclined to-. 
wards authorisation of capi<i, 
lal expenditure. In the earlie*;, 
survey 32 per cent had indi-, 
ealed that they would autho-l 
rise more capital expenditure • 
during the year following the • 
time of the survey; in the • 
present survey 59 per cent have 
expressed such intention. There 
has been a slight improvement! i 
in the capacity utilisation over: 
the period October 1971—' 1 
March 1972. As against 70 
per cent of the respondents 
who had reported working be¬ 
low a satisfactory rate of opc-% 
ration, in the latest survey 
their share has come down to 
60 per cent. 

The factors which arc likely 
to affect engineering output, 
adversely arc shortage of raw. 
materials and components (42. 
per cent of the respondents), 
lower orders or sales (19 per : 
cent), credit or finance diffi-* 
cullies (14 per cent), lower 
plant capacity (10 per cent),) 
and labour unrest (5 per cent),, 
Employment prospects arc ex¬ 
pected to change for the belter 
As against 39 per cent of resn 
pondents who had expressed 
such a view in the previoi^ ( 
survey, in the present surveys s 
it has risen to 47 per cent. J 
The order position and Ilia 
value of output were expect-, 
ed to show marginal improve¬ 
ment. The stocks of raw mate-} 
rials and bought-out supplies 
as also those of finished goods 
are definitely expected to dec-* 
line. The majority, however, 
expected that cost per unit of 
output would continue to rise 
as clearly indicated by pas^ 
experience. The average sell¬ 
ing prices may not increase to 
match the rise in cost and thd 
apprehension is that the return 
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n capital would show no 
provement. 

The financial difficulties, 
jrtiich proved an impediment 
raising output, were largely 
caused by extended credit 
;ivcn to customers (25 per 
nt), inadequate demand tor 
roducts (17 per cent) and in- 
reasc in finished stocks be- 
ausc of better utilisation of 
lant capacity (15 percent), 
he proportion of the respon¬ 
dents who had difficulty in get¬ 
ting their limits revised with 
>anks as an obstacle in obtain¬ 
ing credit or finance fell from 
S4 per cent to 45 per cent but 
replies relating to difficulties in 
Obtaining term finance be¬ 
cause ol past losses rose from 
seven per cent to 29 per cent, 
j The export prospects for the 
!iext 12 months are not ex¬ 
pected to be any better than 
>hcy were six months ago as 
;)here is no change in the pro¬ 
portion (41 per cent) of the 
f’espondenls who were opti¬ 
mistic on this score. While the 
(value of export deliveries is 
Expected to increase in the 
;iext six months, the average 
wees at which export orders 
: ; irc to be booked are unlikely 
jto show any improvement. The 
uajority of the respondents 
;70 per cent) expect these to 
Iremain at the same level as 
in the past six months. 

It is discouraging to note 
.hat export promotion mea¬ 
sures are not bringing the re¬ 
sults that they should. During 
October 1971-March 1972, 5i 
per cent of respondents had 
expected to receive new orders 
while it was observed that a 
nerc 28 per cent had received 
iuch, but (40 per cent) still 
Anticipate that the situation 
would improve in April-Sep- 
tember 1972. No significant 
:hange is expected in the vo- 
umc of export orders. The fac¬ 
tors likely to limit the in¬ 
dustry's ability to obtain export 
orders over the next six months 
will he uncompetitive prices 
[indicated by 29 per cent of the 
respondents), restrictions by 
importing countries (18 per 
:cnt), inability to meet deli¬ 
very schedule (13 per cent) and 
unfavourable economic condi¬ 
tions abroad (14 per cent). 

ISMA 

The Indian Sugar Mills As¬ 
sociation has expressed serious 
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concern over the new levy 
prices announced by the gov¬ 
ernment. The Association 
considers that the prices an¬ 
nounced arc highly unrealistic, 
arbitrary and without any re¬ 
gard to the actual cost of pro¬ 
duction. To follow rigidly the 
Tariff Commission Cost Sche¬ 
dules based on 1966-67 costs 
without adequately compen¬ 
sating the factories for subse¬ 
quent cost escalations was 
highly unfair, according to 
ISMA. It was expected that at 
least the apparent lacuna in 
the Commission's Cost Sche¬ 
dules would be rectified by the 
government. The Association 
has regretted that this has not 
been done and a highly uneco¬ 
nomic price structure has been 
clamped on the industry. The 
Association fears that without 
an economic price structure the 
ability of the factories lo maxi¬ 
mise production would be seri¬ 
ously jeopardised and sugar 
output would suffer which the 
country could ill-afford. 
Annual Meeting : 

The 39th Annual General 
Meeting of the Indian Sugar 
Mills Association will be held 
on July 3, 1972, at the Con¬ 
vention Hull, Ashoka Hotel, 
New Delhi. Mr Bansidhar, 
the President of the Association, 
will preside over the meeting. 
Besides a review ol the various 
important developments in the 
sugar industry during the out¬ 
going year, it is understood that 
certain important resolutions, 
having a vital bearing on the 
sugar industry such as the 
need for a long-term sugar 
policy, licensing of capacity 
in the sugar industry, etc, will 
also be taken up for discus¬ 
sion. 

Text Books in Sindhi 

Prof S. Narul Hasan, Min¬ 
ister of Education, Social Wel¬ 
fare and Culture, said on June 
14 that the government of 
India would provide facilities 
financial assistance for the 
production of text books in 
Sindhi both in Devanagari and 
Arabic scripts at the central 
level. The Minister made this 
observation at a Conference 
of Educationists and Writers 
convened by the ministry to 
discuss production of instruc¬ 
tional literature in Sindhi. 
The Minister said that Sindhi 
was not a state language but 


was spoken more or less throu¬ 
ghout the country. The gov¬ 
ernment was, therefore, taking 
up its promotion at the central 
level and had provided a sum 
of one crore of rupees during 
the fourth Plan /or this 
purpose. 

Cauvery Waters 

The government of India 
has appointed a fact finding 
committee to collect data on 
the Cauvery Waters. This was 
in pursuance ol a consensus 
reached at an inter-state 
meeting held recently. The 
committee will have four 
members. They are : Mr P. 
R. Ahuja, Retired Commis¬ 
sioner (Indus) and Joint Secre¬ 
tary, Ministry of Irrigation and 
Power; Mr Jatindra Singh, Re¬ 
tired Chief Engineer, Punjab; 
Dr J. S. Patel, Retired Agri¬ 
cultural Commissioner, Min¬ 
istry of Food and Agriculture; 
and a judge, to be appointed 
later. 

The committee will have the 
following terms of reference : 

(a) to collect all the connected 
data pertaining to Cauvery wat¬ 
ers; its utilisation at different 
points of time; irrigation prac¬ 
tices; as well as projects both 
existing, under construction, 
and proposed in the Cauvery 
basin; (b) to examine adequacy 
of the present supplies or exces¬ 
sive use of water for irrigation 
purposes; ( c ) to collect data 
relevant to the use of water in 
different states like physical 
and othei features; cultivated 
areas; existing and proposed 
uses for domestic and industrial 
water supply; hydro-electric 
power generation, navigation 
Salinity control and other 
non-irrigational purposes; and 

(b) any other connected 
matters. 

The committee has com¬ 
menced work with effect from 
June 15, 1972, and submit 
its recommendations to gov¬ 
ernment by September 15, 
1972. 

Names in the News 

Mr. P.N. Kaul, Director, 
Mechanical Engineering, in 
the Railway Board, has been 
appointed General Manager, 
South Central Railway. Mr. 
Kaul succeeds Mr M.T. Lee, 
who is retiring from railway 


sendee and talcing over as 
chairman. Railway Service 
Commission in Madras. 

, Mr Kaul joined the former 
Nizam’s State Railway after 
completing a course, a Special 
Class Apprentice at Jamalpur 
in 1941. Later, he worked 
with ths GIP Railway after 
the State Railway was integ¬ 
rated with it. 

From 1955 to 1958, Mr 
Kaul was on deputation with 
the Sudan Railways as Assis- 
tant Chief Mechanical Engi¬ 
neer. On return to India, 
Mr Kaul joined the Central 
Railway and worked in a 
number of capacities. During 
this period, he attended a 
course at the National Defence 
College, New Delhi. He 
worked on the Southern Rail¬ 
way as Chief Personnel Officer 
in 1966, and in the following 
year, he was posted as Chief 
Mechanical Engineer on the 
South Eastern Railway. 

In 1967 Mr Kaul went to 
London as Railway Adviser to 
the Indian High Commission. 
Back in India in 1971, he was 
posted as Chief Mechanical 
Engineer on the Northern 
Railway and came to the 
Railway Board later that year. 
* 

At the fifteenth Annual 
General Meeting of the Mad¬ 
ras Stock Exchange Ltd, 
held recently the following 
office-bearers were elected to 
the Council of Management 
for the year 1972-73. 

President —Mr. J. V. Somaya- 
julu (M/s Somayajulu & Co) 
Vice-President—Mr K. Venka- 
taranoan (M/s Venkataraman 
& Co) 

Treasurer- - Mr V. K. Padmana- 
bhan (M/s V. S. Krishnaswami 
& Co) 

Council Members —Mr M. 

Sankaran 

(M/s Ramshankar & Co) 

Mr E. V. Rajagopalan 

(M/s Paterson & Co) 

and Mr Arunachalam 

Mr C. R. Pattabhfi Raman, 

Public Representative, S. C. 
Bafna, R. P. Dobc, Govern¬ 
ment Nominees and Mr E. R. 
Krishnamurti, Executive Dir¬ 
ector, arc on the Council of 
Management. 
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COMFANY 

AFFAIRS 


Mafatlal 

The directors of Mafatlal 
Fine Spinning and Mann- 
factureing Co. Ltd have main¬ 
tained the equity dividend for 
the year ended March 31, 
1972 at Rs 17 a share but 
unlike in the preceding year 
when the entire dividend was 
subject to tax, a portion of 
the dividend for 1971-72 i.e. 
Rs 5. SO a share is expected to 
be tax-free. This is because 
of the fact that the part of the 
company’s profit has been 
derived from its chemical’s 
division which is a separate 
undertaking within the mean¬ 
ing of the provisions of Section 
80-J of the Income-Tax Act. 
The company is making the 
necessary application for the 
purpose. 

Sales of the company, exclu¬ 
sive of excise duty, have edged 
up from Rs 27.89 crores to 
Rs 30.91 crores while the 
income from other sources 
have gone up to Rs 48.12 lakhs 
from Rs 29.44 lakhs i n 1970- 
71. Gross profit at Rs 2.90 
crores recorded a relatively 
smaller increase of 12.8 per 
cent over the 1970-71 figure of 
Rs 2.57 crores. Out of the gross 
profit, a sum of Rs 151.04 lakhs 
was appropriated to depre¬ 
ciation reserve as against Rs 
143.25 lakhs in the preceding 
year while the allocation to 
development rebate reserve 
was stepped up Rs 2.79 lakhs 
to Rs 16.53 lakhs. Taxation 
reserve was allotted Rs 
65.50 lakhs as againsts no 
provision in the previous year. 
This leaves a net profit of Rs 
56.83 lakhs against Rs 110.35 
lakhs in the earlier year. After 
tax deducation in respect of 

P revious years'amounting to 
.s 15.40 lakhs there is a 
disposable surplus aggregat¬ 
ing Rs 41.42 lakhs out of which 
a sum. of Rs 15.50 lakhs was 
transferred to tax-exempt pro¬ 
fits reserve and Rs 25.92 lakhs 
to general reserve No. 1. 


Equity dividend will claim Rs 
45.90 lakhs while preference 
dividend will absorb Rs 1.86 
lakhs. 

Bank of America 

Bank of America plans to 
establish, subject to approval 
by the Federal Reserve Board, 
a multi-nationality owned 
regional merchant bank with 
headquarters in Singapore. The 
Union Bank of Switzerland, 
Zurich; Klcinworl, Benson 
Ltd, London; BanqueDe Paris 
Et Des Pays-Bas S.A. Paris 
and Overseas Union Bank Ltd, 
Singapore, have already agreed 
to participate in the proposed 
merchant bank. The initial 
authorised capital of the bank 
will be of the order of S 8 30 
million (US 8 10.65 million). 
The bank which is intended to 
serve the south-east Asian 
region is expected to commence 
its operations towards the close 
of this year. It is expected to 
engage such types of business 
as discounting bills of exchan¬ 
ge, short and medium term 
lending, acceptance and money 
markets operations, under¬ 
writing, syndicating loans, 
financial counselling and invest¬ 
ment services. Singapore had 
been chosen as headquarters 
for the merchant bank be¬ 
cause of its location in regard to 
the areas it plans to serve and 
its well developed currency 
trading centre. Bank of Ame¬ 
rica originated the Asian dollar 
market in Singapore in 1969. 

The Standard and 
Charterd Bank 

The Directors of Standard 
and Chartered Banking Group 
Limited will recommend to 
shareholders at the annual Gen¬ 
eral Meeting to be held on Aug¬ 
ust 1, 1972 payment of a final 
dividend of eight per cent less 
income tax for the 12 months 
ended March 31, 1972. The 
total distribution for this period 
will thus be 14 per cent repre¬ 


senting an increase of two per¬ 
cent over the annual rale for 
the previous accounting period 
which was fifteen months. Pre¬ 
liminary profits of the Group 
after provision for taxation and 
subject to audit amounted to 
£ 18.2 million, the 1971 equi¬ 
valent figure being £ 16.3 
million. 

Zenith Steel 

Zenith Steel Pipes Ltd pro¬ 
poses to put up a plant in 
Indonesia for manufacturing 
steel pipes. A new company 
styled P.T. Zenith Steel Indo¬ 
nesia has been promoted for 
this purpose with an. authorised 
capital of 33.20 crores 
Indonesian Rupiahs (equiva¬ 
lent to Rs 60 lakhs.) Zenith 
Steel Pipes will be supplying 
complete technical know-how 
for the project and also techni¬ 
cal assistance for a period of 
ten years to the Indonesian 
company. Zenith will also 
arrange to supply plant, ma¬ 
chinery and equipment valued 
at 11.08 crores Rupiahs 
(equivalent to Rs 20.03 lakhs) 
and in consideration will be 
allotted shares in the Indo¬ 
nesian company for this amo¬ 
unt. The project as also the 
financial participation luive 
received the approvul of both 
the governments. 

Hindustan Lever 

Mr V. G. Rajadhyaksha, 
Chairman of Hindustan Lever 
Ltd, has chosen k the battle 
against inflation’ as the topic 
for his annual address to the 
shareholders of the company. 
Price control the world over, 
the chairman said, had more 
or less been most effective in 
the short run in dealing with 
inflation. But excessive res¬ 
traint on prices, the chairman 
stressed, could lead t;o damage 
of the productive system, whe¬ 
ther it was the farm or the 
factory and become itself a 
major factor in accentuating 


shortages and hence aggrav;. 
ing inflation. But it is a s 
commentary that enough * ’ 
tention had not been paid 
the real effects of inflation ai 
price control on corporate vi 
bility. As enough resouoe , 
have to be generate to msti 
tain industrial growth, exoe 1 
restraints, in the Chairman 
opinion, would discourage all* 
cation of further funds for ii 
creasing production or inipro . 
ing industrial efficiency. I 
the last resort the governmer 
and the community as a whoh 
might have to pay a heav 
penalty not only because gr< 
wth of revenue and employ, 
ment generating activities i 
the industry would begin .t 
slow down but because th 
more unscrupulous clement. 
within the industry those wh 
resort to such practices as evi 
sion of taxes and duties- 
would also begin to nourish i 
The chairman, therefore, plead : 
cd for realistic and imaginatjiv • 
pricing and industrial iicens 
ing policies to wage a success 
ful war against inflation. 

So far as the company wa 
concerned, high priority h:u 
been given, in both policy am 
practice, to a programme 
aimed at containing inflatioi 
as far as it is within its limits 
Many far reaching and prag¬ 
matic measures such as maxi 
raising the advantage of cco 
noinies of scales in the field* 
of procurement, production 
and distribution, implementing 
of an integrated programme lot 
increasing efficiency at all 
levels, eliminating waste, keep¬ 
ing down costs, reducing depe¬ 
ndence on imports and a host 
of other steps are being actively 
pursued to neutralise the im¬ 
pact of inflation. Furthermore 
it is quite interesting as also 
revealing to hear from the 
chairman that the burden of 
inflation in the case of the 
company is borne not so much 
by the consumer of its products 
or by its employees as by its 
shareholders. 

The chairman has however 
sounded a note of warning 
that in the long run inade¬ 
quate returns to the share¬ 
holders as a group would choke 
off the flow of private savings 
into the industry and stifle 
investment in vital industries 
on which so much of future 
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iconomic growth depends. Des¬ 
pite the depressing situation 
>revailing at present the chair- 
nan was confident that the 
company would succeed in 
iue course in striking the deli- 
rate balance between giving a 
fair return on investments and 
at the same time ensuring all 
that could be done to fight 
against inflation. 

I English Electric 

The Directors of English 
^Electric Co. of India Ltd have 
jdecided to Issue 2.50,000 equi¬ 
ty shares of Rs 10 each at a 
'^premium of Rs three per share 
:jas rights shares in the ratio 
jof one share for every two 
^shares held to the Indian share¬ 
holders. The permission of 
■jthc Controller of Capital Issues 
*has been received for making 
Ithis rights issue to Indian 
|shareholders in order to in¬ 
crease their participation in 
5the equity capital to 33.1 per 
Scent from 25 per cent. The 
| directors have also declared 
?j to enhance the equity dividend 
j to 18 per cent for the year 
l ended March 31, 1072 from 

J5 per cent paid for 1970-71. 

Dunlop 

•• Dunlop India Ltd has rc- 
|j ccived the government's con- 
‘j sent for the issue of rights 
shares to raise a part of the 
, capital required for its expan- 
| sion. But the proposal as 
*! originally approved by the 
’! shareholders has been radi- 
‘.cally amended. The Control- 
! ler of Capital Issues has ac- 
1 corded consent to the issue of 
‘ K) lakh equity shares of Rs 10 
. each at a premium of Rs 11 
! per share in the proportion of 
one new equity share for 
j every 10 equity shares held 
; instead of the issue of 15 lakhs 
equity shares of Rs 10 each 
at a premium ot Rs four per 
share on a three- for-twenty 
basis as was approved by the 
shareholders. A resolution to 
this effect is now being pro¬ 
posed for shareholders’ ap¬ 
proval at a meeting to be con¬ 
vened early next month. 

i News and Notes 

j Expansion and Diversification 

Tra^mtcore Rayons : has ob¬ 
tained a licence for setting up 
! a new unit for the manufacture 
! of cellophane with a capacity 
j of 3,000 tonnes. The project, 
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to be located Mar Coimbatore, 
is estimated ait; Rs five crores. 
The conpany is at present 
manufacturing annually 3,600 
tonnes of cellophane paper 
at its factory at Rayonpuram 
near Ernakulam. With the issue 
of the licence for expansion 
to the company, the proposal 
for the merger of Indian Over¬ 
seas Bank Ltd with it will be 
activety pursued. The Direc¬ 
tors of IOB Ltd are in fact 
taking necessary steps to file a 
petition to the High Court for 
direclons to convene a meet¬ 
ing of the shareholders of their 
company for considering the 
proposed scheme of amalga¬ 
mation. Meanwhile the sum 
of Rs 2.50 crores received as 
compensation from the govern¬ 
ment has been kept intact 
so that this amount, may be 
available to Travancore Ray¬ 
ons on the proposed merger 
scheme being put through. 

Modi Rubber : The Modis 
are now entering into the 
field of tyre and tube 
manufacture. Modi Rubber 
Ltd, a new company promoted 
by the Modis, is now setting 
up a most modern industrial 
complex at Modinagar, 
Meerut in UP and it has 
received a licence for manu¬ 
facturing four lakhs each of 
tyres and tubes per annum. 
The plant will produce an¬ 
nually five lakh tyres and tubes 
when it reaches its full rated 
capacity which is likely to be 
achieved within two years from 
the dale of commencement 
of commercial production. 
Keeping in view the heavy 
shortage of truck, bus and 
tractor tyres, the company 
plans to devote 77 per cent of 
its production io manufacture 
these types of tyres. Accord¬ 
ing to current indications the 
plant is expected to go on 
stream by the end of 1973. 

The company lias entered 
into a technical collaboration 
agreement with the world 
renowned Messrs Conti¬ 
nental Gumnii Werke Aktien- 
gesollsehaft of West Germany 
lor a period of live years with 
provision for renewal as 
mutually agreed upon subject to 
the approval of the govern¬ 
ment of India. The company 
has been given the right to 
use Continental’s horse brand 
mark as a registered user. The 


foreign collaborators besides 
assisting the company in the 
manufacture of tyres would 
also help the new company in 
marketing, distribution sales 
promotion of its products with¬ 
in the country and selling 
of its goods abroad. 

To raise part of the resources 
required for implementing this 
project the company entered 
the capital market on June 
21 with a public issue of Rs 
2.95 crores consisting of 
29,50,000 equity shares of 
Rs 10 each for cash at par. 
A sum of Rs 2.50 per share is 
payable on application and a 
like amount on allotment. The 
balance is to be made in two 
equal calls as may be deter¬ 
mined by the board of directors 
of the company with an interval 
of at least two months between 
each call. The subscription 
list will close on June 29 or 
earlier but not before June 26, 
1972. The issue is fully under¬ 
written. 

The cost of the project is 
estimated at Rs 18 crores out 
of which Rs six crores is pro¬ 
posed to be raised through 
equity shares of Rs 10 each and 
the balance of Rs 12 crores 
will be borrowed from financial 
institutions and commercial 
banks for which arrangements 
have been made. Out of the 
equity capital of Rs six crores, 
40 per ccn* shares worth Rs 
2.4 crores have already been 
taken up by the promoters 
and their business associates 
and shares of the value of Rs 
65 lakhs have been reserved 
for financial institutions. The 
balance of 29,50,000 equity 
shares of Rs 10 each are offered 
to the public for subscription. 

The company hopes to ope¬ 
rate its plant at 75 per cent of 
the capacity in 1974,90 per cent 
m 1975 and at the full rated 
capacity in 1976. The sales, 
excluding excise is expected to 
rise from Rs 15.36 crores in 
1974 to Rs 21.75 crores in 1976 
while the profit after provid¬ 
ing for taxation, depreciation 
and development rebate reserve 
is anticipated to move up 
from Rs 1.51 crores in 1975 
to Rs 2.47 crores in 1976. The 
directors are hopeful of de¬ 
claring a maiden dividend of 10 
to 15 per cent for 1976, i c. 
after two years from the- com¬ 
missioning of the plant. Keeping 


in view the good market poten¬ 
tial, world renowned collabo¬ 
ration, ideal location, efficient 
*md dynamic management and 
congenial labour relation* this 
venture of Modis will be as 
successful as has been the case 
with Modipon and may even 
excel the performance of the ex¬ 
isting enterprises of the Group. 

Vardhman Spinning and Gene¬ 
ral Mills Ltd which is currently 
running a spinning unit at 
Ludhiana is now setting up a 
mini-steel plant at Faridabad 
to manufacture 30,000 tonnes 
of mild, high carbotf and spring 
steel ingots by putting up this 
10-tonnes electric arc furnace. 
The first electric are furnace 
has already arrived at the fac¬ 
tory site and the supply of 
second furnace and other types 
of machinery are in progress. 
The plant is expected to com¬ 
mence production in October 
1972. It is also intended to 
put up a third furnace to raise 
the production capacity to 
50,000 tonnes per annum. To 
finance this project the com¬ 
pany is offering for public 
subscription for cash dt par 
343,000 equity shares of Rs 
10 each and 20,000 (9.5 per 
cent) redeemable cumulative 
piefcrencc shares of Rs 100 
each. Besides 57,000 equity 
shares of Rs 10 each have 
allotted for cash at par to the 
directors and promoters. The 
subscription list for this fully 
underwritten issue opens on 
June 26 and will close on July 
7 or earlier but not before 
June 28, 1972. Barring un¬ 
foreseen circumstances the 
directors arc hopeful of de¬ 
claring a dividend within a 
reasonable period from the 
commencement of production. 

The public issue of Rathi 
Ispat Ltd which opened for 
public subscription on June 12 
had been heavily oversubscrib¬ 
ed. At the insistent demand of 
Bombay and Bangalore Stock 
Exchanges the subscription list 
for the equity issue was kept 
open till June 17. For the pre¬ 
ference issue the list was, 
however, kept open till June 
21. The company offered for 
public subscription 200,000 
equity shares of Rs 10. each 
and 5,000 (9.5 per cent) cumu¬ 
lative redeemable preference 
shares of Rs 100 each, both 
at par. The public issue was 
fully underwritten. 
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company Meetings 

COROMANDEL FERTILISERS LIMITED 

CHAIRMAN’S SPEECH 

Statement of the Chairman, Dr. Bharat Ram at the 
Tenth Annual General Meeting of the shareholders of 
Coromandel Fertilisers Limited held on June 21, 1972. 


ladies and Gentlemen: 

1 have great pleasure in wel¬ 
coming you to the Tenth An¬ 
nual General Meeting of the 
Company. 

We passed through an event¬ 
ful year in 1971 which ended 
with a sense of fulfilment and 
renewal of faith in the tradi¬ 
tions that this country has 
always upheld. The national 
effort inspired by astute leader¬ 
ship once again rose to great 
heights and exemplified the 
unity of our people in times 
of stress.. 

The burden imposed on our 
country‘s resources, firstly, by 
the influx of refugees and by 
the armed struggle later has 
tested our inner strength, but 
its full impact on our eco¬ 
nomy is still in the process of 
being felt. The nation's new 
mood of self-reliance is a very 
welcome trend, although this 
cannot be translated into action 
straightaway. 

The recent Government 
move in regard to ceiling on 
land holdings is another far- 
reaching measure as, besides 
its social objectives, it has 
direct effect on the agricul¬ 
tural development of the coun¬ 
try. While the success of the 
Green Revolution has not 
been questioned many have 
asked whether the benefits have 
been widely shared. This, in 
turn, lias set off much debate 
about the strategy for spreading 
the socio-economic benefits of 
the Green Revolution. Here, 
on^ has to be pragmatic and 
cautious, for any absolute defi¬ 
nition of 'holdings’ without 


reference to their economic 
size may not be conducive to 
increased application of the 
package of practices, which 
alone can sustain greater agri¬ 
cultural productivity. There¬ 
fore, emotion alone should 
not guide us in this area. While 
structural changes seem to be 
necessary in the larger inter¬ 
ests of the country, in our 
anxiety to achieve it, we should 
not lose sight of the necessary 
economic justification. Reali¬ 
ties must be kept in perspec¬ 
tive. 

The past year has witnessed 
a further advance in appli¬ 
cation of agricultural techno¬ 
logy towards increased pro¬ 
duction. Hybrid varieties in 
cereals have gained in popu¬ 
larity and it is hoped that 
equally important and great 
strides will be made in other 
crops. The increased attent¬ 
ion being paid to cotton deve¬ 
lopment in recent months is 
another happy feature. All 
this is an unmistakable sign 
of the greater application of 
science and technology in the 
service of agriculture and as 
a result, we are now poised for 
a Rice Revolution too. At the 
same time, it is heartenfng to 
note that greater awareness 
of the other implications of 
the Green Revolution has pro¬ 
voked informed discussion and 
study of the problem. While, 
we need to display continued 
attention to the problem of 
environment, it is somewhat 
dsturbing to find that many 
enthusiastic environmentalists 
are spreading panic without 
substantiating their statements. 

The Director's Report and 


Accounts were circulated to 
you earlier. The marked 
improvement in the profit¬ 
ability reflects a steady and 
progressive growth of your 
Company during the last 
four operating years. Many 
of the inhibiting lactors, affect¬ 
ing production have been con¬ 
siderably minimised. Capa¬ 
city utilisation has been steadi¬ 
ly improving and your manage¬ 
ment is studying ways and 
means to achieve higher targets. 

Your Company's products 
are being well accepted in all 
the major States in India. How¬ 
ever, timely movement has 
not been possible due to the 
shortage of wagons and time 
and again this problem has 
assumed critical proportions. 
Consequently, your Manage¬ 
ment has had to move the 
product by road or by rail to 
the available point and then 
tranship by road. Duringl97l, 
of the entire quantity, only 
55 % could be moved by covered 
wagons; the balance had to 
be moved by uncovered wag- 
oncs or by road. These addi¬ 
tional movements and hand¬ 
ling have naturally pushed up 
the costs significantly apart 
from the incidence of increased 
freight and warehousing/siding 
charges. To partially miti¬ 
gate the heavy freight and hand¬ 
ling costs, efforts arc being 
made to increase the sales in 
the home area without com¬ 
pletely withdrawing from other 
States so that your Company's 
product image is maintained. 

Your Company has strength¬ 
ened and enlarged the areas of 
demonstration plots, soil test¬ 
ing and farmer services. A 



Dr. Bharat Ram 

new N-P-K complex fertiliser 
with an analysis of 14-35-14 
was added to the product line i 
and launched in the market: 
in April this year. The res- 1 
ponse has been encouraging. 
Special efforts are being made 
by the Govt, of Andhra Pra¬ 
desh to bring at least 50% of 
paddy cultivation under the 
High Yielding Variety and it 
is reasonably expected that 
this will be achieved during 
1972-73. From the fertiliser 
consumption angle, this is a 
very encouraging sign. 

i 

Costs And Profits 

1 would particularly like to * 
comment on t wo significant and ! 
interrelated factors—profitabi¬ 
lity and price reduction. The 
shareholder is naturally inter- | 
eslcd in the profitability of 
his Company and compares 
its performance with similar ' 
companies in the industry. ' 
Members are no doubt aware ; 
that each Company faces its , 
own problems, besides extrane¬ 
ous factors, which 1 will j 
take up shortly. Your Com¬ 
pany's performance has been | 
steady and progressive but in 
the first two operating years, 
production was seriously ham¬ 
pered by unstable power and 
interrupted water supply. On 
the other side, sales were low 
due to excessive imports, na¬ 
tural calamities and the diffi¬ 
culties in getting a sophisti¬ 
cated but most excellent pro¬ 
duct accepted. Your Com- 
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(any primarily produced phos- 
riiatic fertilisers whereas the 
lc Indian market has been 
{used to a nitrogenous mixture 
r straight mitrogen like Urea; 
ihence it has taken some time 
'for phosphatic fertilisers to 
fceaccepted. 

The significant fact, however, 
is the abnormal rise in costs. 
®flic levy on naphtha from June 
*|l971, now costs Rs. 31 lakhs 
;'*a year additionally. Whereas 
Jworld Sulphur prices have rca- 
|ched rock-bottom rates, we 
^continue to get this vital raw 
'’(material at a price which is 
imuch higher. The agency con¬ 
cerned with the supply of Sul- 
tphur has recently increased its 
| price to Rs. 300/- per M. tonne, 
| resulting in an additional cost 
,^of Rs. 34 lakhs a year to your 
3 Company. Further, the Andhra 
{Pradesh State Electricity 
| Board increased the power 
g tariff which has pushed up the 
power costs by another Rs. 25 
$ lakhs a year. Increases in rail 
ft freight siding charges and ware- 
£ house rental account for nearly 
j Rs 40 Jakhs a year. The Emcr- 
j gcncy Risks Insurance has 
}t cost us Rs 10 lakhs. These 
: are strikingly significant; l 
am not cataloguing the hum- 
i dreds of other items, the costs 
i of which arc going up year after 
year. 


Now, 1 come to the next point 
; — reduction in the price of 
’ fertilisers. Reduction in price 
; can be made possible by opti- 
i mising production or reducing 
» operating costs. In your Com¬ 
pany's case, where production 
>' is near capacity and increases 
. will be minimal due to tcch- 
> nical reasons, capacity utili- 
! sation alone cannot contri- 
’ bute significantly to increased 
profits, if operating costs out- 
. side your company's control 
rise steeply year after year. 
The recent increase in the ex¬ 
cise duty on fertilisers, freight 
and raw material prices, cannot 
but go against the objective of 
reducing the price of ferti¬ 
lisers which will remain a dis¬ 
tant goal. An industry is set 
up to produce goods and 
services at competitive rates, 
contribute to the economic 
activity and earn a profit for 
its investors, It would be a 
sorry state.of affairs if industry 


■V 

is reduced to a position of 
sheer economic survival. 

Expansion 

The preliminary negotiations 
on the technical and financial 
aspects of the phase f expansion 
were deferred in the light ol 
the Ammonia Plant’s perfor¬ 
mance last year, since your 
Directors felt that the ex¬ 
pansion plan as originally 
envisaged required to be re¬ 
assessed and revised. Fresh 
technical studies on the Ammo¬ 
nia, Phospheric and Sulphuric 
Acid plants are under way and 
based on the technical report, 
a revalidation of the expan¬ 
sion licence will be obtained 
and the project finalised. Pre¬ 
liminary engineering and design 
work will commence thereafter. 

Contribution to National 
Defence Fund 

Immediately on the declara¬ 
tion of Emergency, your Com¬ 
pany made a token contribu¬ 
tion of Rs 10,000 to the the 
National Defence Fund. Early 
this year, another contribution 
of Rs. 2,51,500 was made. 
Besides this, the entire staff 
of the Company contributed 
a sum of Rs 10,690/-. 

Directors 

Since the last meeting, Mr. 
Harvey C. Auman joined the 
Board in place of Mr. C. S. 
Dennision. Mr. J. H. Eckart 
returned to the USA to rejoin 
his parent organisation and 
Mr. R. B. Lamer took over 
as Managing Director. Your 
Company’s performance has 
been improving each year and 
this has been, in no small 
measure, due to a cooperative 
effort on the part of the entire 
staff, workers and management. 
Permit me to express the Com¬ 
pany's appreciation of their 
dedicated and loyal perform¬ 
ance. 

Thank you, Ladies and 
Gentleman. 


Bharat Ram 
Chairmen 

Non : This does not purport 
to be a record of the proceed¬ 
ings of the Annual General 
Meeting. 


If a small-scale 
industrialist 
has his unit 
all geared up 
for production 

Why on earth 
would he need 

MSSIDdH 


Because that's when he faces many problems*. 
Like getting machinery on easy instalments, 
obtaining raw materials, marketing his products 
and finding export outlets. That's when MSSIDC 
steps in to help him. 

MSSIDC offers a wide range of services that 
help the small-scale industrialist overcome 
such problems. 

Over the past nine years. MSSIDC has supplied 
raw materials worth Rs. 45 crores, marketed 
products worth Rs. 9 crores, and imported goods 
worth Rs. 4 crores. 

From as little as Rs. 86 lakhs in 1963-64; 
MSSIDC's turnover has reached Rs.12 crores todav, 

Impressive though this is, MSSIOC views its 
achievements not in terms of turnover, but in 
relation to its aim of constantly making 
available new and better services to help the 
small-scale industrialist. 


MAHARASHTRA SMALL SCALE INDUSTRIES I 

DEVELOPMENT CORPORATION LTD. I 

(A Govt, of Maharashtra Undertaking) I 

Krupanidhi, Ballard Estate, P.B. No. 311 A, Bombay-1 I 
Phone: 261121 Telex: 011.3399 Cable: MASSI0C0RP I 

ChaUre-MSSIDC-6 
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BHARAT HEAVY ELECTRICALS 

LIMITED 



Shrl O. S, Mnrtby 


Following is the text of the speech delivered by Shri O. S. Murthy, 
Chairman on June 21, 1972 at New Delhi. 


Cicntlemen, 

I welcome you to the 8lh Annual General Meeting of the 
C'ompany for considering the Audited Accounts for the financial 
year ended March 31, 1972. 

The year under review has been one of substantial growth 
in the operations of the Company. The total value of product¬ 
ion amounted to Rs. 59.33 crores, as compared withRs. 48.26 
crorcs in the previous year i.e. an increase of 23 percent. You 
will be glad to learn that while the Company made a profit for 
the first time in the previous year of a modest Rs. 65 lakhs, it 
lias improved on it during the year with a profit of Rs. 319 lakhs 
thus consolidating its place among the profitable Public Sector 
enterprises. A significant feature of the working of the Com¬ 
pany for the year is that two out of the three units of the Company 
namely Tiruchi and Hyderabad plants are now making profits. 

The production during the year in Tiruchy included Rs. 
29.15 crores of boiler components. Out of 26,295 tonnes of 
boiler components manufactured, 9,679 tonnes were pressure 
parts. Large size Axial fans of size dia. 2250 mm and 2500 mm 
were also manufactured for the first time in the Boiler Plant. 

The production of valves registered an increase of over 50% 
including an increase in the manufacture of 250 atm. valves. 

Our boilers are under crection/commissioning at 15 sites 
including work at six new sites taken up during the year. At the 
Port Dickson Station in Malaysia, the erection has progressed 
to 60%. 

The first 100 MW Boiler for Obra and three more industrial 
Boilers have been successfully hydraulically tested. Two 60 
MW Boilers for utilities-were commissioned during the'year. 
Supply of steam by these Boilers is in accordance with the design 
parameters. 

The production at Hyderabad Plant was Rs! 16.24 crores 
including Rs 12.69 crores of turbosets and auxiliaries and Rs 
3.53 crores of Air Blast and Minimum Circuit Breakers. The 
Hyderabad Unit has made a profitfor the first time amounting 
to Rs 1.93 crores. The first 60 MW turboset for Faridabad 
Power Station in Haryana, the turbo-alternator for the 3rd 60 
MW set for Harduaganj Station in U.P. and the 3rd 110 MW 
set for Pathrathu in Bihar were successfully tested during the 
year. This Plant also manufactured, tested and. supplied one 
set of 9.5 MW for M/s. Tata Chemicals and one set of 12.5 
MW for M/s TISCO, and one set of 2.5 MW has also been 
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despatched to M/s Shakti Sugars. 

Production of turbosets at the Plant would have been better 
if the supplies of critical steel castings and fo gings from indi¬ 
genous and foreign sources had kept to the agreed schedules of 
delivery. The setting up of a captive foundry for complicated 
Alloy Steel castings and Foundry Forge Plant and atleast of 
medium size forgings proposed at Hardwar is presently under 
Government’s consideration. This would be a long term solu¬ 
tion to this otherwise perennial problem. 

The production at the Hardwar Plant increased from 10.79 
crores in 1970-71 to 13.12 crores in 1971-72, the value added 
being as much as 54% m 1971-72 as compared to 45% in 1970-71. 
Lack of adequate work in the pipeline due to paucity of orders 
in two years when the Power Plan was not finalised, affected 
the gross output m this year. It is also likely to affect the quan¬ 
tum of production in 1972-73. Electrical machines valued at 
Rs 1.56 crores were completed and the Plant manufactured, for 
the first time, a motor of 3500 MW rating, the largest rating so 
far. The turbine for the 4th set of 100 MW, was tested success¬ 
fully. The stator for the generator for the 4th set was completed 
and the rotor was ready for balancing. Work on 200 MW 
turbosets being manufactured for the first time in the country, 
has been taken up as also work on the 235 MW turbo-generator 
for the Madras Atomic Power Plant. The production of hydro¬ 
sets increased to Rs 3.83 crorcs as compared to Rs 1.90 crores 
in the previous year. Embcded parts lor Bhatgar, Vailarna 
and Kulhal Hdro Projects were supplied. Part supplies were 
also made for Mancribhali Suberanarekha and Rairasieul Pro¬ 
jects. Despatches of main equipment for the two 30 MW hydro¬ 
sets for Giribata and one 4.5 MW hydroset for Chenani Project 
were also commenced. Erection work is in progress at Obra 
and has commenced at Badarpur. 

In the initial stages, the capacity of a Heavy Engineering 
Industry cannot be measured merely in terms of the equipment 
physically installed, but it is based on the skills acquired by the 
workmen to whom the technology is totally new. This depends 
essentially on the number of machines that are actually built in 
the concerned Workshop--a factor controlled by adequate 
advance orders. Often the Project Authorities in their enthu¬ 
siasm to announce the starting of production publicise the com¬ 
mencement, when only a notional start is made on a few minor 
parts of a sophisticated product. This in turn leads to the er¬ 
roneous picture of the total period of gestation for the Heavy 
Engineering Industry. 

Having regard to these factors, the Board of Directors 
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feel that judged by the value added within theiShort period of 2 
or 3 ycais of commencement of the main prodnct, all the units of 
the Company have done fairly well and are, poised for rapid 
increase in the production both in physical ai well as financial 
terms. 

A superficial analysis of the financial achievements of the 
individual units, in relation to the ultimate capacity, as measured 
by the installed equipment, often gives an unrealistic idea of its 
performance. Even in financial terms, you wilt be glad to notice 
that two of the Units have turned the corner and are making pro¬ 
fits. One unit with very heavy capital investment has recently come 
out of the construction stage. It was the misfortune of this 
Unit (namely the Hardwar Plant) that upto the end of 1970 it 
had no orders beyond the first lot of six 100 MW sets. This has 
resulted in a hiatus in the planning for man-power and material 
requiring long delivery which hud to be imported because of its 
non-availability from indigenous sources. The result was that 
there was less work in the pipeline on the shop Door affecting the 
production in 1971-72 and also in 1972-73. Even so, within 
the short period of 2 years after commencement of the 
main equipment, this factory has increased substantially the 
value added, which during developmental stage is the correct 
measure of the health of the Unit. With the improved order 
book position, 1 am confident that all the Units of the Com¬ 
pany are now geared for rapid increase in production both in 
physical as well as financial terms. 

Failure on the part of indigenous inanufact urers in the supply 
of equipment has frequently been highlighted as the cause for 
present crisis in the power supply position in the country. While 
the manufacturing Units would readily accept blame where due, 
and take corrective steps for eliminating the delays, the problem 
will not be solved but will continue to recur and upset the power 
programme, if the root cause is not correctly identified and 
remedial measures taken in lime. Making the indigenous 
manufacturers the scape goat and finding alibi for the short¬ 
comings in planning, organization and execution of power pro¬ 
jects appears to be an easy way to evade the issue. It 
has been mentioned that in the 4th Plan, there would be a short¬ 
fall of 2.1 million KW of power generation. An analysis of 
projects responsible for the shortfall would reveal that as much 
as 0.69 million KW i.c. nearly 33% is due to delay in the com¬ 
missioning of schemes for which equipments were to be imported. 
(Incidentally in the previous two plans when all the equipments 
were imported, the shortfall was of the order of 35%). Out of 
the balance, BHF.L >s responsible for the supply of equipment for 
0.543 million KW corresponding to 26%. All these schemes 
were originally not included in the 4th Plan. For most of 
these schemes letters of intent were placed on BHEL only in 
July-Septcmbcr, 1970. it is only after the receipt of these 
orders that raw material such as castings and forgings, which 
are long delivery items and which indigenous manufacturers 
like HEC and others could not supply, was ordered. 
In the circumstances, having placed orders for equip¬ 
ment late, blaming the indigenous manufacturers for late 
delivery of equipment which has a long manufacturing cycle, 
would be to draw a red herring. To make matters even 
worse for the manufacturing units, technical detail for 
about 0.4 million KW of generating equipment (e.g. 
thermal extensions for Barauni, Panki and Harduaganj) have 
not been finalised yet. In some cases, due to inadequate plan¬ 
ning at site by the customer, finished equipment was held 
up at the workshops (e.g. Hydro schemes at Giribata and Baira- 
siuel, and Thermal Schemes at Radarpur, Pathratu and Faridabad 
from time to time). The lesson to be drawn from the past expe¬ 
rience, therefore, is that Power Schemes arc to be planned well 
in advance, adequate organisation developed and the schemes 
put through with vigour, ft is time that schemes for the 5th 


Plan are initiated immediately. Importing Power equipment 
is not the answer to the problem. 

As I have apprised you in the earlier Annual General Meet¬ 
ings, your Directors have been* pleading with the authorities 
concerned for the need to place adequate orders on the manu¬ 
facturing units well in time to enable the deliveries to be affected 
according to requirements. Early in 1969, Government’s at¬ 
tention was drawn to the lack of orders beyond the first order 
of 6x100 MW sets, 5x60 MW and 5x110 MW sets. The need 
for placing orders well in time to enable the manufacturing units 
plan for the procurement of long lead items of special castings 
and forgings not available in the country was also stressed and 
suggestions were made for an imprest order of 4x110 MW and 
4x200 MW sets as standing arrangement to fill up the gaps in the 
order book as and when they occur to ensure minimum produc¬ 
tion being maintained at the Plants. Orders were canvassed with 
the Electricity Boards and orders were obtained for turbo-sets 
even in anticipation of their inclusion in the plan proposals. 
Thanks to these special efforts taken by your Directors, the order 
book position improved, but the lack of orders in two years 
upto end of 1970 affected the work-in-progress in the pipeline 
and, therefore, the quantum of production in the years 1971-72 
and 1972-73. The adverse effect of the delay in the planning of 
orders on the operations of the Heavy Electrical Plants is not 
readily understood. Of the total orders of turbosets for power 
stations in hand valued at Rs 190 crores, orders for as much as 
Rs 119 crores were placed only in late 1970. 

As reported to you in the last Annual General Meeting, Gov¬ 
ernment have authorised the raising of Share capital of the Com¬ 
pany from Rs 65 crores to Rs 80 crores. Government has made 
the conversion effective from 1-4-1971 by waiving interest charg¬ 
es on Rs 15 crores of loans. The raising of the Share capital 
from Rs 65 crores to Rs 80 crores (additional 15 crores) to restore 
the equity loan ratio to 1 : I was long over due and the 
Company had been loaded with additional interest charges 
of Rs 1.05 crores per annum for the last three years. 
We are grateful to the Government to have relieved us of this 
interest burden at last for the year under review. 

Your Company is getting a fair price for the boilers and the 
switchgears largely due to the prices offered on the basis of open 
tenders for these products. In the case of turbosets, prices are 
negotiated with the Electricity Boards. The prices for 13 x 100 
MW set and 8 sets of 60 MW have been settled with the custo¬ 
mers directly. Efforts arc being made to get the remaining two 
other customers to fall in line. When there is no agreement bet¬ 
ween us and our customers we are agreeable to get the prices 
settled through the Committee appointed by the Government, 
as in the case of 3 x 100 MW sets for Badarpur. 

You will recall that the Company secured another contract 
from the National Electricity Board of Malaysia for three num¬ 
bers of 120 MW oil-fired boilers at a price of Rs 9.3 crores in 
the face of stiff competition from reputed international suppliers. 
Work on these boilers has been taken up. Against 3,162 tonnes 
of total equipment to be delivered to this customer against their 
earlier order of 2x60 MW sets, 3112 tonnes have already been 
delivered. The balance is expected to be delivered shortly 
and in time to keep up with the commissioning programme 
already drawn up. 

Hyderabad Riant exported one 66 KV Minimum Oil Circuit 
Breaker to Malawi, Africa, through the Indian Consortium for 
Power Projects. 

Preliminary examination has commenced for the design and 
manufacture of 500 MW thermal generating sets and also 500 
MW nuclear generating sets and the gaps in the expertise and 
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know-how for lfcanufacture and design, will be filled up by secur¬ 
ing assistance from collaborators. 

Keeping in, view the demands of various customers and 
the manufacturing facilities already set up in the country propo¬ 
sals are under consideration for taking up the manufacture of 
high speed driving turbines for centrifugal compressors, current 
and potential transformers which are required by the customers 
for the switchgear, air preheaters, soot blowers and fans for 
high rating boilers and reversible pump turbines. These will 
improve the manufacturing profile of the Company and will 
help in maintaining the technological level and improve econo¬ 
mic viability of its operations. 

I should specially acknowledge the employees' contribut¬ 
ion to the Defence effort. The employees offered to work hard 
to increase the production as their contribution to the war effort 
and responded readily to the Prime Minister’s appeal for contri¬ 
bution to the National Defence Fund. A total of Rs 2.38 
lakhs was contributed by the staff of the Company to this fund. 

On behalf of the Board of Directors, I gratefully acknow¬ 
ledge the valuable co-operation and assistance rendered by the 
collaborators of the Company. 1 wish to thank the large num¬ 
ber of customers in the Public and Private Sectors for their 
patronage, the Comptroller and Auditor General of India, 
various Ministries of the Central and State Government’s. Plan¬ 
ning Commission, Central Water and Power Commission and 
State Electricity Boards for their continued help and co-ope¬ 
ration. I value specially the contribution made by the employees 
of all categories of the BHEL whose devotion and endeavours 
have made it possible for the Company to improve production 


and earn a profit for this year also and I have every hope that the ■ 
improvement will be maintained in the coming years so that the 
BHEL complex, plays its important role *n the power develop¬ 
ment >n the country. 

I take this opportunity of thanking my colleagues on the 
Board of Directors for the consideration they have shown and 
for their unfailing help in the discharge of my functions. 

I shall be laying down my office at the end of this month. 
The 31 years, during which I had the privilege of serving the 
Company as its Chairman, have been the most fruitful and re¬ 
warding of the 36 years of my career as a public servant. During 
this period, the production of the Company has increased from 
Rs 35 crores to Rs 59 crorcs. The operating results have im¬ 
proved from a loss of Rs 3.4 crores to a profit of Rs 3.2 crores. 
The order book position is much brighter. A rational and 
realistic pricing policy fair both to the manufacturers and the 
customers has been introduced. Two of the Units are making 
substantial profits and the third is well on its way to break¬ 
even. The Company as a whole with the target of production 
for the current year at Rs 82 crores is poised for contributing its 
share in the industrial development of the country. I could not 
have hoped for a better reward than this improved health of the 
Company. 1 relinquish iny charge with the confident hope that 
progress of BHEL will be sustained and that all officers and staff 
will give to my successor the co-operation and loyalty, which 
they gave me in ample measure. 

(O. S. Muktiiy) 
Chairman. 

(This does not purport to be a report of the proceedings of 

the Annual General Meeting). 
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RECORDS 

AND 

STATISTICS 


General 
Insurance 
Business 
Bill, 1972 

Thu management of all insur¬ 
ers carrying on general insu¬ 
rance business was vested in 
the central government by the 
General Insurance (Emer¬ 
gency Provision) Ordinance, 
1971 which was later replaced 
by an Act of Parliament. The 
General Insurance Business 
(Nationalisation) Bill, 1972, 
was introduced in the Budget 
Session of Parliament and was 
referred to a joint select com¬ 
mittee of the two Houses for 
detailed consideration. Full 
text of the bill follows :— 

The General Insurance (Natio¬ 
nalisation) Bill, 1972. 

to provide for the acquisition 
and transfer of shares of Indian 
insurance companies and under¬ 
takings of other existing 
insurers in order to serve better 
the needs of the economy by 
securing the development of 
general insurance business in 
the best interests of the com¬ 
munity and to ensure that the 
operation of the economic 
system does not result in the 
concentration of wealth to the 
common detriment , for the 
regulation and control of such 
business and for matters con¬ 
nected therewith or incidental 
thereto . 

Be it enacted by Parliament 
in the Twenty-third Year of 


the Republic of India as fol¬ 
lows :— 

chapter I 

Preliminary 

1. (1) This Act may be 
called the General Insurance 
Business (Nationalisation) Act, 
1972. 

(2) It shall come into force 
on such date as the Central 
Government may, by noti¬ 
fication, appoint. 

2. It is hereby declared that 
this Act is for giving effect 
to the policy of the State to¬ 
wards securing the principles 
specified in clause (c) of article 
39 of the Constitution. 

Explanation. —In this sect¬ 
ion, “State” has the same 
meaning as in article 12 of the 
Constitution. 

3. In this Act, unless the 
context otherwise requires,— 

(<i) “acquiring company” 
means any Indian insurance 
company and, where a scheme 
has been framed involving the 
merger of one Indian insurance 
company in another or the 
amalgamation of two or 
more such companies, means 
the Indian insurance company 
in which any other company 
has been merged or the com¬ 
pany which has been form'd 
as a result of the amalgama¬ 
tion; 

( b) “appointed day” means 
such day as the Central Gov¬ 
ernment may, by notification, 
appoint; 

(c) “Companies Act” means 
the Companies Act, 1956; 

id) “Corporation” means 
the General Insurance Corpo¬ 
ration of India formed under 
section 9; 

(*) “existing insurer” means 


every insurer the manage¬ 
ment of whose undertaking 
has vested in the Central Gov¬ 
ernment under section 3 of 
the General Insurance (Emer¬ 
gency Provisions) Act, 1971, 
and includes the undertaking 
of the Life Insurance Corpo¬ 
ration in so far as it relates to 
the general insurance business 
carried on by it; 

(ft “foreign insurer” means 
an existing insurer incorporat¬ 
ed under the law of any coun¬ 
try outside India; 

ig) “general insurance bus'* 
siness” means fire, marine or 
miscellaneous insurance busi¬ 
ness, whether carried on singly 
or in combination with one or 
more of them, but does not 
include capital redemption 
business and annuity certain 
business; 

(h) "Government company” 
means a Government company 
as defined in section 617 of the 
Companies Act; 

(/) “Indian insurance com¬ 
pany” means an existing in¬ 
surer having a share capital 
who is a company within the 
meaning of the Companies 
Act; 

(/) “Insurance Act” means 
the Insurance Act, 1938; 

( k ) “Life Insurance Corpo¬ 
ration” means the Life Insu¬ 
rance Corporation of India 
established under the Life In¬ 
surance Corporation Act, 1956; 

(/) “notification” means a 
notification published in the 
Official Gazettee; 

im) “prescribed” means 
prescribed by rules made under 
this Act; 

in) “Schedule” means the 
Schedule to this Act; 

(o) “scheme” means the 

scheme framed under section 16; 

ip) words and expressions 
used in this Act but not de¬ 
fined herein and defined in the 
Insurance Act, shall have the 
meanings respectively assigned 
to them in that Act; 

(q) words and expressions 
used in this Act but not defined 
herein or in the Insurance Act 
and defined in the Companies 
Act, shall have the meanings 


respectively assigned to them 
in the Companies Act: 

CHAPTER n 

i 

Transfer to Public Ownership 
of General Insurance Business 

4. (!) On the appointed 

day, all the shares in the 
capital of every Indian insu¬ 
rance company shall, by vir¬ 
tue of this Act, stand trans¬ 
ferred to and vested in the 
Central Government, free of 
all trusts, liabilities and en¬ 
cumbrances affecting them. 

(2) Out of the shares so 
transferred and vested, the 
Central Government shall, 
immediately thereafter, by 
notification, provide for the 
transfer of not less than ten 
shares to such persons as 
may be specified in the noti¬ 
fication to enable the Indian 
insurance company to funct¬ 
ion as a Government com¬ 
pany. 

(3) Every notification made 
under sub-section (2) shall 
specify the names and des¬ 
cription of the pcrons’to whom 
the shares are transferred and 
the particulars of the shares 
which are transferred to each 
such person. 

(4) A copy of every noti¬ 
fication made under sub-sect¬ 
ion (2) shall, as soon as may 
be after it is made, be sent by 
the Central Government to 
the concerned Indian insu¬ 
rance company, who shall, 
on receipt of such copy, and 
notwithstanding anything con¬ 
tained in the Companies Act 
or in its articles of association, 
forthwith rectify its register of 
members by including therein 
the persons mentioned in the 
notification as the holders of 
the shares specified therein. 

(5) For the removal of 
doubts it is hereby declared 
that the transfer and vesting 
of shares effected under sub¬ 
section (1) shall not be deem¬ 
ed to affect any right of the 
Indian insurance company 
subsisting immediately before 
the appointed day against any 
shareholder to recover from 
him any sum of money on the 
ground that that shareholder 
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has not pddvor credited to 
the Insurer whole or any 
part of the value of the shares 
held by him or on any other 
ground whatsoever. 

5. (I) On the appointed day, 
the undertaking of every 
casting insurer who is not an 
Indian insurance company 
shall stand transferred to and 
vested in the Central Govern¬ 
ment and the Central Govern¬ 
ment shall immediately there¬ 
after provide, by notification, 
for the transfer to and vesting 
in such Indian insurance com¬ 
pany, as it may specify in the 
notification, of that, under¬ 
taking. 

(2) Any notification, made 
under sub-section (I) may 
provide that any of the under¬ 
takings aforesaid may be trans¬ 
ferred to and vested in more 
than one Indian insurance 
company in such manner and 
subject to such conditions as 
may be specified in the noti¬ 
fication. 

6. (1) The undertaking of 
every such existing insurer as 
is referred to in section 5 shall 
be deemed to include all assets, 
rights, powers, authorities and 
privileges and all property, 
movable and immovable, cash 
balances, reserve funds, invest¬ 
ments and all other rights and 
interests in, or arising out of, 
such property as were imme¬ 
diately before the appointed 
day in the ownership, posses¬ 
sion, power or control of such 
existing insurer in relation to 
the undertaking, whether with¬ 
in or without India, and all 
books of accounts, registers, 
records and all other docu¬ 
ments of whatever nature relat¬ 
ing thereto, and shall also be 
deemed to include all borrow¬ 
ings, liabilities and obligations 
of whatever kind then subsist¬ 
ing of the existing insurer in 
relation to the undertaking. 

(2) Unless otherwise ex¬ 
pressly provided by this Act, 
all deeds, bonds, agreements, 
powers of attorney, grants of 
legal representation and other 
instruments of whatever nature 
Mibsisting or having eflect im¬ 
mediately before the appointed 
day and. to which any such 
insurer as is referred to in 
section 5 is a party or which 
are in favour of such existing 


insurer shall be of as full force 
and effect against or in favour 
of the Indian insurance com- 

n in which the undertaking 
e part to which the instru¬ 
ment relates has vested and 
may be enforced or acted upon 
as fully and effectually as if, 
in the place of the existing 
insurer referred to in section 
5, the Indian insurance com¬ 
pany in which the undertaking 
or any part thereof has vested 
had been a party thereto, or 
as if they had been issued in 
its favour. 

(3) If, on the appointed day, 
any suit, appeal or other pro¬ 
ceeding of whatever nature in 
relation to any business of the 
undertaking which has been 
transferred under section 5 is 
pending by or against any such 
existing insure as is referred 
to in that section, the same 
shall not abate, be disconti¬ 
nued or be in any way prejudi¬ 
cially affected by reason of 
the transfer of the undertaking 
or of anything contained in 
this Act, but the suit, appeal or 
other proceeding may be conti¬ 
nued, prosecuted and enforced 
by or against the Indian insu¬ 
rance company in which the 
undertaking or the part to 
which the proceeding relates 
has vested. 

(4) For the removal of 
doubts it is hereby declared 
that in the case of a foreign 
insurer or, as the case may be. 
the Life Insurance Corporat¬ 
ion, the provisions of section 
5 and of the preceding sub¬ 
sections shall only apply lo the 
extent to which any properly 
appertains, in the former case, 
to the general insurance busi¬ 
ness carried on in India and, 
the layer case, to the general 
insurance business carried on, 
whether within or without India, 
and to rights and powers ac¬ 
quired, and to debts, liabilities 
and obligations incurred and 
to contracts, agreements and 
other instruments made by the 
foreign insurer or the Life 
Insurance Corporation, as the 
case may be, for the purpose 
of such general insurance busi¬ 
ness and to legal proceedings 
relating to those purposes, and 
the said provisions shall be 
construed accordingly. 

(5) If any question arises as 


to whether any property apper¬ 
tains to any such general insu¬ 
rance business as is referred to 
in this section or whether any 
rights, powers, liabilities or 
obligations were acquired or 
incurred or any contract, agree¬ 
ment or other instrument was 
made by the foreign insurer or 
the Life Insurance Corpo¬ 
ration, as the case may be, for 
the purposes of any such busi¬ 
ness or whether any docu¬ 
ments relate to those purposes, 
the question shall be referred 
to the Central Government 
which shall, after giving an 
opportunity of being heard to 
the persons interested in the 
matter, decide it in such man¬ 
ner as it thinks fit. 

7. (I) Every whole-time 

officer or other employees of 
an existing insurer other 
than an Indian insurance com¬ 
pany who was employed by 
that insurer wholly or mainly 
in connection with his general 
insurance business immediately 
before the appointed day shall, 
on the appointed day, become 
an officer or other employee, 
as the case may be, of the 
Indian insurance company in 
which the undei taking of that 
insurer or that part of the un¬ 
dertaking to which the service 
of the officer or other em¬ 
ployee relates has vested, and 
shall hold his office or service 
under the Indian insurance 
company on the same terms and 
conditions and with the same 
rights to pension, gratuity and 
other matters as would have 
been admissible to him if there 
had been no such vesting, and 
shall continue to do so unless 
and until his employment in 
the Indian insurance company 
in which the undertaking or 
part has vested is terminated 
or until his remuneration, 
terms and conditions arc duly 
altered by that insurer : 

Provided that nothing in this 
sub-section shall apply to any 
such officer or other employee 
who has given, in writing, 
notice to the Central Govern¬ 
ment or to any person nomi¬ 
nated in this behalf by that 
Government within one 
month from the appointed day 
intimating his intention of not 
becoming an officer or em¬ 
ployee of the insurer in whom 
the undertaking or part there¬ 


of to which his service relates 
has vested. 

(2) If any question arises 
as to whether any person was 
a whole-time officer or em¬ 
ployee, or as to whether any 
officer or employee, was em¬ 
ployed wholly or mainly in 
connection with the general 
insurance business of the exist¬ 
ing insurer referred to in sub¬ 
section (1) or the Life Insurance 
Corporation immediately be¬ 
fore the appointed day, the 
question shall be referred to 
the Central Government which 
shall, after giving an opportu¬ 
nity of being heard to the per¬ 
son concerned in the matter, 
decide it in such manner as it 
thinks fit and such decision 
shall be final. 

(3) Notwithstanding any¬ 
thing contained in the Indus¬ 
trial Disputes Act, 1947 or in 
any other law for the time 
being in force, the transfer of 
the services of any officer or 
other employee from one in¬ 
surer to another under sub¬ 
section (I) shall not entitle any 
such officer or other employee 
to any compensation under 
that Act or any other law for 
the time being in force, and no 
such claim shall be entertained 
by any court, tribunal or other 
authority. 

8. (I) Where an existing in¬ 
surer has established a provi¬ 
dent, superannuation, welfare 
or any other fund for the bene¬ 
fit of his employees and cons¬ 
tituted a trust in respect IhereoJ 
(hereafter in this section refer¬ 
red to as an existing trust), 
the moneys standing to the 
credit of such fund on the 
appointed day, together with 
any other assets belonging to 
such fund, shall stand trans¬ 
ferred to and vested in the 
Indian insurance company on 
the appointed day free from any 
such trust if the existing trust 
had been established before the 
appointed day either in rela¬ 
tion to its own employees or in 
relation to employees of an 
existing insurer or the Life 
Insurance Corporation, as 
the case may be, whose under¬ 
taking has vested in that 
Indian insurance company. • 

(2) Where the undertaking of 
an existing insurer has vested 
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in more than one Indian insur¬ 
ance company, the Central Go¬ 
vernment may, by order, pro¬ 
vide for the apportionment 
among such Indian insurance 
companies of any existing trust 
relating to that undertaking in 
such manner as in its opinion 
may be appropriate. 

(3) The Indian insurance 
company shall as soon as may 
be after the appointed day 
constitute in respect of the 
moneys and other assets which 
are transferred to and vested in 
it under this section one for 
more trusts having objects as 
similar to the objects of the 
existing trusts as in the cir¬ 
cumstances may be practicable. 

(4) Where all the moneys 
and other assets belonging to 
an existing trust are trans¬ 
ferred to and vested in an 
Indian insurance company un¬ 
der this section, the trustees of 
trust shall, as from the apponit- 
ed day, stand discharged from 
the trust, except as respects 
things done or omitted to be 
done before the appointed day. 

CHAPTER III 

General Insurance Corpora¬ 
tion of India 

9. (1) As soon as may be 
after the appointed day, the 
Central Government shall 
form a Government company 
in accordance with the provi¬ 
sions of the Companies Act, to 
be known as the General In¬ 
surance Corporation of India 
for the purpose of superint¬ 
ending, controlling and carry¬ 
ing on the business of general 
insurance. 

(2) The authorised capital 
of the Corporation shall be 
rupees seventy-live crores, di¬ 
vided into seventy-five lakhs 
fully paid-up shares of one hun¬ 
dred rupees each, out of which 
rupees five crores shall be the 
initial subscribed capital of the 
Corporation. 

(3) Allotment of the subs¬ 
cribed capital of the Corpora¬ 
tion shall be made in accord¬ 
ance with the memorandum 
and articles of association of 
the Corporation. 

10. All the shares in the 
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capital of ewty Indian in¬ 
surance camittay which stand 
transferred ttfc and vested in 
the Central Government by 
virtue of section 4 (with the 
exception of the shares trans¬ 
ferred to any person under sub¬ 
section (2) of that section) 
shall, immediately on the for¬ 
mation of the Corporation, 
stand transferred to and vested 
in the Corporation and every 
Indian insurance company shall 
forthwith give effect to such 
transfer of shares and rectify 
its register of members by 
including therein the Corpora¬ 
tion as the holder of such 
shares. 

CHAPTER IV 

Amounts to be Paid for Acquisi¬ 
tions 

11. (I) For the transfer of 
the shares of each Indian in¬ 
surance company to, and vest¬ 
ing in, the Central Govern¬ 
ment, under section 4, there 
shall be paid by the Central 
Government to the Corpora¬ 
tion, for distribution to the 
shareholders of each such com¬ 
pany, the amount specified 
against such company in the 
corresponding entry under 
column 3 of Part A of the 
Schedule. 

(2) For the transfer to, and 
vesting in, an Indian insurance 
company, under section 5, of 
the undertaking of each exist¬ 
ing insurer, who is not an 
Indian insurance company, 
there shall be paid by the Cen¬ 
tral Government to the 
Corporation, for payment to 
each such existing insurer, the 
amount specified against such 
insurer in the corresponding 
entry under column 3 of Part 
B of the Schedule. 

12. (1) The total amount 
paid by the Central Govern¬ 
ment under section 11 shall 
be treated as additional contri¬ 
bution to the subscribed capita 
of the Corporation and such 
additional subscribed capital 
shall stand allotted to, and vest¬ 
ed in, the Central Govern¬ 
ment. 

(2) The Corporation shall 
distribute ihc amount paid to 
it under section 11, to the 
shareholders of each Indian 
insurance company and to 


each existing insurer, who is 
not an Indian insurance com¬ 
pany, in accordance with their 
rights and interests, and, if 
there is any doubt or dispute 
as to the right, or extent of 
the right, of any person to 
receive the whole or any part 
of such amount, refer such 
doubt or dispute to the Central 
Government for determina¬ 
tion and thereafter act in 
accordance with the deter¬ 
mination made by that Govern¬ 
ment. 

(3) Save as otherwise provid¬ 
ed in sub-section (2), the 
amount referred to in section 
11 shall be given in accord¬ 
ance with the provisions of 
section 13, section 14 or sec¬ 
tion 15, as the case may be. 

13. (1) Where the amount 
referred to in section 11 is to 
be given— 

(a) to the member of an 
Indian insurance company, the 
amount due to each such 
member shall be paid to him in 
full if it does not exceed twenty- 
five thousand rupees, and, 
where it exceeds that amount, 
shall be paid to him in three 
equal annual instalments, the 
first of which shall fall due on 
the appointed day; 

(b) to a foreign insurer, it 
shall be given to him in cash 
as soon as may be after the 
appointed day; 

(c) to the Life Insurance 
Corporation, it shall be given 
to it in three equal annual 
instalments, the first of which 
shall fall due on the appointed 
day; 

(d) to an existing insurer who 
is a co-operative society, it shall 
be distributed as soon as may 
be after the appointed day in 
accordance with the rules of 
the society which will apply in 
case of dissolution of the 
society; 

(e) to an existing insurer not 
falling within any of the fore¬ 
going provisions, it shall 
be apportioned among the in¬ 
dividual policy-holders of the 
insurer whose policies with 
that insurer were in force on 
the appointed day and were 
comprised in the undertaking 
of such insurer in proportion 
to the premiums paid by the 
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policy-holders under spchpofi. 
cies and every such payment 
shall be made either— 

(1) in cash, to be sent by 
postal money order, or 

(it) at the option of the 
policy-holder, as a deduction 
in the premium due at the time 
of the renewal of the policy 
and such option shall be exer¬ 
cised by the policy-holder be¬ 
fore the expiry of three months 
from the appointed day (or 
within such further time not 
exceeding three months as the 
Central Government may, on 
the application of the policy¬ 
holder, allow); and the option 
so exercised shall be final and 
shall not be altered or rescind¬ 
ed after it has been exercised: 

Provided that if any policy¬ 
holder fails to exercise his op¬ 
tion within the time allowed, 
he shall be deemed to have 
exercised his option in favour 
of payment in cash by postal 
money order. 

(2) Where any amount is 
payable in instalments under 
the provisions of this section, 
each instalment shall carry 
interest at the rate of four per 
cent, per annum from the 
appointed day. 

14. (1) Notwithstanding any 
thing contained in sub-seclion 
(1) of section 13, if a majority 
in number of the persons," who, 
immediately before the ap¬ 
pointed day, were registered in 
the books of an Indian insur¬ 
ance company as the members 
thereof, and representing 
two-thirds in value of the 
amount payable to the Indian 
insurance company, agree 
either in person or by proxy at 
a meeting specially convened 
for the purpose that the 
amount so payable instead of 
being distributed among the 
members, shall be given to an)' 
such person or body of persons 
as the members may nominate 
either at that meeting or subse¬ 
quently for the purpose of 
carrying on any business, and 
the Central Government is 
satisfied that due provision has 
been or will be made for the 
payment of the value of their 
respective shares to persons 
who have dissented from the 
resolution, the amount may be 
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given to the person or body of 
persons so nominated in such 
inanner and subject to such 
conditions as the Central 
I Government may think lit. 

(2) No resolution passed at 
any such meeting as is referred 
to in sub-section (1) held after 
expiry of three months from 
the appointed day shall have 
any effect unless the meeting 
has been convened after ob¬ 
taining the approval of the 
Central Government. 

15. Where a claim to the 
amount payable under section 
II is made by two or more 
persons adversely to one 
another, the Central Govern¬ 
ment may cause the amount to 
be deposited in any civil court 
having jurisdiction in that be¬ 
half and the court shall decide 
as to whom the payment shall 
be made. 

CHAPTER V 

Scheme for Reorganisation of 
General Insurance Business 

16. (1) If the Central 
Government is of opinion that 
for the more efficient carrying 
on of general insurance business 
it is necessary so to do, it may, 
by notification, frame one 
or more schemes providing for 
all or any of the following 
matters:— 

(a) the merger in one Indian 
insurance company of any 
other Indian insurance com¬ 
pany, or the formation of a 
new company by the amalga¬ 
mation of two or more Indian 
insurance companies; 

r (b) the transfer to and vest¬ 
ing in the acquiring company 
of the undertaking (including 
all its business, properties, 
assets and liabilities) of any 
Indian insurance company 
which ceases to exist by reason 
of the scheme; 

(c) the constitution, name 
and registered office and the 
capital structure of the acquir¬ 
ing company and the issue and 
allotment of shares; 

(d) the constitution of a 
board of management by what¬ 
ever name called for the 
management of the acquiring 
company; 

(e) the alteration of the 
memorandum and articles of 


association of the acquiring 
company for such purposes as 
may be necessary to give effect 
to the scheme; 

(J) the continuance in the 
acquiring company of the ser¬ 
vices of all officers and other 
employees of the Indian insur¬ 
ance company which has ceas¬ 
ed to exist by reason of the 
scheme, on the same terms and 
conditions which they were 
getting or, as the case may be, 
by which they were governed 
immediately before the com¬ 
mencement of the scheme; 

(g) the rationalisation or re¬ 
vision of pay scales and other 
terms and conditions of service 
of such officers and other em¬ 
ployees wherever necessary; 

(/i) the transfer to the acquir¬ 
ing company of the provident, 
superannuation, welfare and 
other funds relating to the 
officers and other employees of 
the Indian insurance company 
which has ceased to exist by 
reason of the scheme; 

(0 the continuance by or 
against the acquiring company 
of legal proceedings pending by 
or against any Indian insurance 
company which has ceased to 
exist by reason of the scheme, 
and the initiation of such legal 
proceedings, civil or criminal, 
as the Indian insurance com¬ 
pany might have initiated if it 
had not ceased to exist; 

(j) such incidental, conse¬ 
quential and supplemental mat¬ 
ters as are necessary to give 
full effect to the scheme 

(2) In framing schemes under 
sub-section (1), the obje(t of 
the Central Government shall 
be to ensure that ultimately 
there are only four companies 
in existence and that they arc 
so situate as to render their 
combined services effective in 
all parts of India. 

(3) Where a scheme under 
sub-section (1) provides for the 
transfer of any property or 
liabilities, then, by virtue of 
the scheme, the property shall 
stand transferred to and vest¬ 
ed in, and those liabilities shall 
be transferred to and become 
the liabilities of, the acquiring 
company. 

(4) If the rationalisation or 
revision of any pay scale or 


other terms and conditions of 
service under any scheme is not 
acceptable to any officer or 
other employee, the acquiring 
company may terminate his 
employment by giving him 
compensation equivalent to 
three months' remuneration, 
unless the contract of service 
with such employee provides 
for a shorter notice of termi¬ 
nation. 

Explanation .—The compen¬ 
sation payable to an officer or 
other employee under this sub¬ 
section shall be in addition to, 
and shall not affect, any pen¬ 
sion, gratuity, provident fund 
or other benefit to which the 
employee may be entitled under 
this contract of service. 

(5) Notwithstanding any¬ 
thing contained in the Indus¬ 
trial Disputes Act, 1947 or in 
any other law for the time be¬ 
ing in force, the transfer of the 
services of any officer or other 
employee of an Indian insur¬ 
ance company to the acquiring 
company shall not entitle any 
such officer or other employee 
to any compensation under the 
Act or other law, and no such 
claim shall be entertained by 
any court, tribunal or other 
authority. 

(6) The Central Govern¬ 
ment may, by notification, add 
to, amend or vary any scheme 
framed under this section. 

(7) The provisions of this 
section and of any scheme 
framed under it shall have effect 
notwithstanding anything to 
the contrary contained in any 
other law or any agreement, 
award or other instrument for 
the time being in force. 

17. A copy of every sche 
and every amendment thereto 
framed under section 16 shall 
be laid, as soon as may be 
after it is made, before each 
House ol Parliament. 

CHAPTER VI 

Functions of Corporation and 
acquiring Companies and their 
Management 

18. (1) The functions of the 
Corporation shall include— 

(a) the carrying on of any 
part of the general insurance 


business, if it thinks it desir¬ 
able to do so; 

(b) aiding, assisting and ad¬ 
vising the acquiring compa¬ 
nies in the matter of setting 
up of standards of conduct and 
sound practice in general in¬ 
surance business and in the 
matter of rendering efficient 
service to holders of policies 
of general insurance; 

(c) advising the acquiring 
companies in the matter of 
controlling their expenses in¬ 
cluding the payment of com¬ 
mission and other expenses; 

(d) advising the acquiring 
companies in the matter of the 
investment of their funds; 

(e) issuing directions to ac¬ 
quiring companies by way of 
{guidance in relation to the con¬ 
duct of general insurance busi¬ 
ness. 

(2) In issuing any directions 
under sub-scction (1), the 
Corporation shall keep in mind 
the desirability of encouraging 
competition amongst the ac¬ 
quiring companies as far as 
possible in order to render their 
services more efficient. 

19. (I) Subject to the rules, 
if any, made by the Central 
Government in this behalf and 
to its memorandum and articles 
of association, it shall be the 
duty of every acquiring com¬ 
pany to carry on general insur¬ 
ance business. 

(2) Each acquiring company 
shall so exercise its powers 
under this Act as to secure that 
general insurance business is 
developed to the best advan¬ 
tage ot the community. 

(3) In the discharge of any 
of its functions, each acquiring 
company shall act so far as 
may be on business principles 
and where any directions have 
been issued by the Corporation 
shall be guided by such direc¬ 
tions. 

(4) For the removal of 
doubts it is hereby declared 
that the Corporation and any 
acquiring company may, sub¬ 
ject to the rules, if any, made 
by the Central Government 
in this behalf, enter into such 
contracts of reinsurance or 
reinsurance treaties as it may 
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I think fit for the protection of 
its interests. 

20. (1) After making provi¬ 
sion for bad and doubtful debts, 
depreciation in assets, provi¬ 
dent, superannuation, welfare 
and other funds, debts due to 
Government and all other 
matters for which provision is 
necessary under any law or 
which are usually provided for 
by insurance companies, every 
acquiring comany shall distri¬ 
bute the baldnce of profit as 
dividends. 

(2) Any profit made by the 
| Corporation and any sums 
I received by the Corporation by 
* way of dividends or otherwise 
f shall be dealt with by it insuch 
| manner as may be prescribed. 

\ 21. (1) Notwithstanding any- 

\ thing contained in the Compa¬ 
nies Act or in the memoran¬ 
dum and articles of association 
j of any Indian insurance com- 
» pany, on and from the appoint¬ 
ed day and until a new board 
; of directors of the Indian 
insurance company is duly con¬ 
stituted, the management of 
the company shall continue to 
vest in the Custodian in charge 
of the management of the 
undertaking of that company 
immediately before the appoint¬ 
ed day by virtue of the provi¬ 
sions contained in the General 
Insurancc (Emergency Provi¬ 
sions) Act, 1971, and the Custo¬ 
dian shall be entitled, subject 
to such directions as the Cen¬ 
tral Government may issue in 
this behalf, to exercise all the 
powers and do all acts and 
things as may be exercised or 
done by the company or by its 
board of directors. 

(2) Nothing contained in 
sub-section (I) shall be deemed 
to prevent the Central Govern¬ 
ment from appointing any other 
person to take charge of the 
management of the undertak¬ 
ing of any Indian insurance 
company during the period re¬ 
ferred to in that sub-section if 
for any reason it becomes nec¬ 
essary so to do, and any person 
so appiointed may exercise all 
the powers and do all acts and 
things which a Custodian may 
cvcrcise ordo under sub-section 
(»■ . 

(3) The Custodian referred 


to in sub-sectid|t (1) and the 
person appointed under sub¬ 
section (2) shatybe entitled to 
such salaries and other allow¬ 
ances as the Central Govern¬ 
ment may specify in this behalf 
and shall hold office during the 
pleasure of the Central Gov¬ 
ernment. 

CHAPTER VII 
Miscellaneous 

22. (1) Except to the extent 
expressly provided in this Act, 
on and from the appointed day, 
the Corporation and the acquir¬ 
ing companies shall have the 
exclusive privilege of carrying 
on general insurance business 
in India. 

(2) Subject to the provisions 
of section 35, any certificate 
of registration granted under 
the Insurance Act to any in¬ 
surer other than an insurer 
referred to in sub-scction (I) 
shall, on and from the appoin¬ 
ted day, cease to have effect. 

23. (I) No person shall take 
out or renew any policy of 
insurance in respect of any 
property situated in India or 
any ship or other vessel or air¬ 
craft registered in India with an 
insurer whose principal place 
of business is outside India 
save with the prior permission 
of the Central Government. 

(2) If any person contra¬ 
venes any provision of sub¬ 
section (I). he shall be punish¬ 
able with imprisonment for a 
term which may extend to one 
year, or with fine which may 
extend to one thousand rupees, 
or with both. 

24. For the purposes of the 
Income-tax Act, 1961, every 
acquiring company shall be 
deemed to be an Indian com¬ 
pany and a company in which 
the public are substuntally inte¬ 
rested. 

25. An acquiring company 
may, having regard to its finan¬ 
cial condition on the 13th day 
of May, 1971 or the financial 
condition on the said date of 
any existing insurer whose 
undertaking has been trans¬ 
ferred to and vested in it under 
this Act reduce the amounts 
of insurance under contracts 


of general insurance entered 
into before the said date in 
such manner and subject to 
such conditions as it thinks fit: 

Provided that no such reduc¬ 
tion shall be made except in 
accordance with specific pro¬ 
posals made by the acquiring 
company in this behalf and ap- 
approved by the Central 
Government. 

26. (/) Where an existing 
insurer has at any time within 
three years before the 13th day 
of May, 1971— 

(а) made any payment to 
any person without considera¬ 
tion, 

(б) sold or disposed of any 
property of the insurer without 
consideration or for an inade¬ 
quate consideration. 

(c) acquired any property or 
rights for an excessive conside¬ 
ration, 

(d) entered into or varied 
any agreement so as to require 
an excessive consideration to 
be paid or given by the insur¬ 
er. 

(c) entered into any other 
transaction of such an onerous 
nature as to cause a loss to, 
or impose a liability on, the 
insurer exceeding any benefit 
accruing to the insurer, 

and the payment, sale, dis¬ 
posal, acquisition, agreement 
or variation thereof or other 
transaction was not reasonably 
necessary for the purpose of 
the general insurance business 
of the insurer or was made 
with an unreasonable lack of 
prudence on the part of the 
insurer, regard being had in 
cither case to the circumstances 
at the time, the acquiring com¬ 
pany may apply for relief to the 
court in respect of such tran¬ 
saction, and all parties to the 
transaction shall, unless the 
court otherwise directs, be 
made parties to the applica¬ 
tion. 

(2) The court may make such 
order against any of the parties 
to the application as it thinks 
just having regard to the extent 
to which those parties were 
respectively responsible for 
the transaction or benefited 


from it and all th£ circums¬ 
tances of the case* 

(3) Where an application i$ 
made to the court under this 
section in respect of any 
transaction and the application 
is determined in favour of the 
acquiring company, the court 
shall have exclusive jurisdic¬ 
tion to determine any claim 
outstanding in respect of the 
transaction. 

27. (i) Any foreign insurer 
may, within three months from 
the commencement of this Act, 
make an application to the 
Central Government stating 
that among the assets apper¬ 
taining to the undertaking of 
the insurer in India, there are 
assets brought into India by 
the insurer for the purpose of 
building up his general insur¬ 
ance business in India or that 
there are any other assets in 
India belonging to the foreign 
insurer which, notwithstanding 
anything contained in section 5, 
should not be transferred to, 
and vested in, the Central 
Government or an Indian insur¬ 
ance company. 

(2) On the receipt of an 
application made under sub¬ 
section (1), the Central Govern¬ 
ment shall, after giving to the 
foreign insurer an opportunity 
of being heard in the matter, by 
order, direct that such assets 
as it may specify in the order 
shall not be transferred to and 
vested in the Central Govern¬ 
ment or any Indian insurance 
company, or if the order is 
made after such transfer and 
vesting, that the Central 
Government or the acquiring 
company, as the case may be, 
shall be divested of the said 
assets. 

(3) In the case of a foreign 
insurer the Central Govern¬ 
ment may also, by order, direct 
that any such liabilities in res¬ 
pect of general insurance poli- 
cie expressed in any foreign 
currency as are specified in the 
order, together with any such 
assets necessary to meet the 
liabilities as may be so speci¬ 
fied, shall not be transferred 
to and vested in the Central 
Government or any Indian 
insurance company, or if the 
order is made after such trans¬ 
fer and vesting, that the Central 
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government or tftc acquiring 
: *>mp»ny, as the ^ase may be, 
i jhaii be divested bf such liabi¬ 
lities and assets as aforesaid. 

(4) The liabilities in respect 
of the policies referred to in an 
order made under sub-section 
(3) shall include the following, 
namely 

(/) reserve for unexpired risks 
in respect of each policy in 
force on the appointed day, at 
such proportion of eighty per 
cent, of the last premium or 
instalment of premium paid as 
the unexpired period in respect 
of which the premium or ins¬ 
talment of premium was paid 
bears to the total period there¬ 
of; 

(//) the amount of estimated 
liability in respect of outstand¬ 
ing claims, whether due or inti¬ 
mated on the appointed day; 

(iii) all other liabilities exist¬ 
ing on the appointed day, in¬ 
cluding all contingent liabilities 
which may reasonably be re¬ 
quired to be met on or after 
the appointed day. 

28. (1) Where any property 
appertaining to an existing in¬ 
surer has been transferred to 
' and vested in an Indian insur¬ 
ance company under section 
5:~ 

(a) every person in whose 
possession, custody or control 
anysuch property may be shall 
deliver the property to the 
Indian insurance company 
forthwith, 

( b) any person who imme¬ 
diately before such vesting has 

^in his possession, custody or 
control any books, documents 
or other papers relating to an 
existing insurer shall be liable 
to account for the said books, 
documents and papers to the 
Indian insurance company, and 
shall deliver them to that com¬ 
pany or to such person as that 
company may direct. 

(2) In particular, all the 
assets of an existing insurer 
appertaning to the undertaking 
held in deposit by the Reserve 
Bank of India under the Insur¬ 
ance Act or by trustees in trust 
shall be delivered to the Indian 
insurance company. 

(3) Without prejudice to the 


other provisions contained in 
this section, it shall be lawful 
tor each Indian insurance com¬ 
pany to take all necessary steps 
for taking possession of all 
properties which have been 
transferred to and vested in 
it under this Act. 

29. If any j>erson wilfully 
withholds or fails to deliver to 
an Indian insurance company 
as required by section 28 any 
property or any books, docu¬ 
ments or other papers which 
may be in his possession or un¬ 
lawfully retains possession of 
any property of an existing 
insurer which has been trans¬ 
ferred to and vested in an 
Indian insurance company un¬ 
der section 5 or wilfully applies 
any such property to purposes 
other than those expressed in 
or authorised by this Act, he 
shall, on the complaint of the 
Indian insurance company, be 
punishable with imprisonment 
for a term which may extend 
to one year or with five which 
may extend to one thousand 
rupees, or with both. 

30. Every officer of the Cor¬ 
poration or of an acquiring 
company shall be deemed to be 
a public servant for the pur¬ 
poses of Chapter IX of the 
Indian Penal Code. 

31. Every officer of the Cen¬ 
tral Government and every 
officer or other employee of the 
Corporation and of any acquir¬ 
ing company shall be indemni¬ 
fied by the Central Govern¬ 
ment or the Corporation or the 
acquiring company, as the case 
nuiy be, against all losses and 
expenses incurred by him in, 
or in relation to, the discharge 
of his duties under this Act 
except such as have been caus¬ 
ed by his own wilful act or 
default. 

32. No provision of kiw 
relating to the winding up of 
corporations shall apply to the 
Corporation or to an acquir¬ 
ing company, and neither the 
Corporation nor any such com¬ 
pany shall be placed in liquida¬ 
tion save by order of the Cen¬ 
tral Government and in such 
manner as it may direct. 

33. Any reference to an exist¬ 
ing insurer in any law other 
than this Act or any contract 


or other instrument shall, in 
so far as it relates to an acquir¬ 
ing company, be construed as a 
reference to that company. 

34. (1) Subject to the provi¬ 
sions contained in sub-scction 
(2) the following sections ot the 
Insurance Act shall alone, so 
far as may be, apply to or in 
relation to the Corporation 
and every acquiring company 
as if the Corporation or the 
company, as the case may be, 
were an insurer carrying on 
general insurance business with¬ 
in the meaning of that Act:— 

Sections 2, 2B, 3, 3A, 41, 46 
and 64VB. 

(2) The Central Govern¬ 
ment may by notification, direct 
that any other provision of the 
Insurance Act shall also apply 
to or in relation to the Corpora¬ 
tion or the acquiring company 
subject to such exceptions, con¬ 
ditions and modifications as 
may be specified in the notifi¬ 
cation. 

35. (I) Nothing contained in 
this Act shall apply in relation 
to¬ 
te) any general insurance 

business carried on by a State 
Government, to the extent to 
which such insurance relates to 
properties belonging to it or 
undertakings owned wholly or 
mainly by the State Govern¬ 
ment ; 

(b) any general insurance 
not falling within clause (a) 
which has been carried on by a 
State Government before the 
14th day of May, 1971, to the 
extent to which it is necessary 
to allow such business to run 
off : 

Provided that nothing con¬ 
tained in this clause shall be 
deemed to authorise the State 
government to issue any new 
policies or renew any existing 
policies; 

(c) any insurer whose busi¬ 
ness is being voluntarily wound 
up or is being wound up by a 
court; 

( d ) the insurance business 
carried on by the Calcutta 
Hospital and Nursing Home 


Benefit Association Limited; 

(?) the insurance business 
carried on by the Export Gua¬ 
rantee Corporation and the 
Deposit Insurance Scheme; 

(/) any scheme in existence 
immediately before the 14th 
day of May 1971 or any scheme 
framed after the said day with 
the approval of the Central 
Government for the insurance 
of crops or of cattle or of flood 
risks or of war or emergency 
risks. 

(2) If the Central Govern¬ 
ment is satisfied that an insurer, 
whether established before or 
after the appointed day, carries 
on only such general insurance 
business as is not carried on 
ordinarily by insurers, it may, 
by notification, direct that 
nothing contained in this sec¬ 
tion shall apply to such insurer 
in which case the Insurance Act 
shall apply an continue to apply 
to such insurer. 

36. No act or proceeding of 
the Corporation or of an ac- 
quring company shall be called 
in question merely on the 
ground of the cxsitcnce of any 
vacancy in, or defect in the 
constitution of, the Corpora¬ 
tion or the company. 

37. No suit, prosecution or 
other legal proceeding shall lie 
against any officer ol the Cen¬ 
tral Government or officer or 
other employee of the Corpora¬ 
tion or of the acquiring com¬ 
pany for anything which is in 
good faith done or intended to 
be done under this Act. 

38. (I) The Central Govern¬ 
ment may, by notification, 
make rules to carry out the 
provisions of this Act. 

(2) In particular, and with¬ 
out prejudice to the generality 
of the foregoing power, rules 
made under this section may 
provide tor 

(a) the period within which 
and the manner in which any 
loans advances to the Corpora¬ 
tion by the Central Govern¬ 
ment shall be repaid by it; 

(b) the manner in which the 
profits, if any, and otheV 
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moneys received by the 
Corparation may be dealt with; 

(c) the conditions, if any, 
subject to which the Corpora* 
tion and the acquiring compa¬ 
nies shall carry on general 
insurance business; 

(d) the terms and conditions 
subject to which any reinsur¬ 
ance contracts or treaties may 
be entered into; 

(?) the form and manner in 
which any notice or applica¬ 
tion may be given or made to 
the Centaral Government; 

(J )thc reports which may be 
called for by the Central 
Government Irom the Corpo- 
ration, and the acquiring com¬ 
panies; 

(g) any other matter which 
is required to be, or may be, 
prescribed. 


(3) £veryy$ule marie under 
this section ed every notifica¬ 
tion issued .under section 34 
shall be laid,as soon as may be 
after it is made, before each 
House of Parliament, while it 
is in session, for a total period 
of thirty days which may be 
comprised in one session or in 
two or more successive sessions, 
and if, before the expiry of the 
session immediately following 
the session or the successive 
sessions aforesaid, both Hous¬ 
es agree in making any modi¬ 
fication in the rule or notifica¬ 
tion or both Houses agree that 
the rule or notification should 
not be made, the rule or noti¬ 
fication shall thereafter have 
effect only in such modified 
form or be of no effect, as the 
case may be; so, however, that 
any such modification or an¬ 
nulment shall be without pre¬ 
judice to the validity of any¬ 
thing previously done under 
that rule or notification. 


THE SCHEDULE 

(See section II) 

Amounts to be paid 
PART A 

Serial Name of Indian insurance company Amount to 
number be paid 

(Rs) 


( 2 ) 


O) 


(0 


16 

17 

18 

19 

20 
21 

22 

23 

24 

25 

26 

27 

28 

29 


30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

40 

41 


1 All India General Insurance Company Ltd 

2 Anand Insurnacc Company Preference 

Ltd shares 

Equity shares 

3 Bhabha Marine Insurance Company Ltd 

4 Bharat General Reinsurance Preference 

Ltd shares 

Ordinary 

shares 

5 British India General Insurance Company 
Ltd 

6 Calcutta Insurance Limited 

7 Central Mercantile Assurance Company Ltd 

8 Clive Insurance Company Ltd 

9 Commonwealth Assurance Company Limi¬ 
ted 

10 Concord of India Insurance Company Ltd 

11 Dcvkaran Nanjec Insurance Company Ltd 

12 General Assurance Society Ltd 

13 Hercules Insurance Company Ltd 

14 Hindusthan General Insurance Society Ltd 

15 Hindusthan Ideal Insurance Company Ltd 


10,00,000 42 

3,50,000 43 

2,00,000 44 

12,764 

45 

8,18,000 46 
47 

12,63,558 4 g 
49 

37,50,000 

7,30,450 

3,38,499 

20.62.500 

51 

1,000 52 

22.27.500 
16,80,000 53 

8,06,00d 
87,48,000 54 

15.52.500 55 

25,20,605 - 


1246 


( 2 ) 


(3) 


Howrah Insurance Company Ltd 
Hukumchand Insurance Cojnpany Ltd 
India Reinsurance Corporation Ltd 
Indian Guarantee Sc General Insurance 
Company Ltd 

Indian Mercantile Insurance Company Ltd 
Indian Merchants’ Marine Insurance Com¬ 
pany Ltd 

Indian Ocean Insurance Company Ltd 
Indian Trade & General Insurance Com¬ 
pany Ltd 

Jalanath Insurance Ltd 
Jupiter General Insurance Company Ltd 
Kalyan Marine Insurance Company Ltd 
Liberty Insurance Company Ltd 
Madras Motor & General Insurance Com¬ 
pany Ltd 

Madura Insurance Company Preference 
Ltd shares. 

Ordinary shares 
Deferred shares. 

Marine Sc General Insurance Company Ltd 
Mother India Fire & General Insurance 
Company Ltd 

Motor Owners' Insurance Company Ltd 
Naranji Bhanabhai & Company Ltd 
Narhari Marine Insurance Company Ltd 
National Insurance Company Ltd 
Neptune Assurance Company Ltd 
New Great Insurance Company of India Ltd 
New India Assurance Company Ltd 
New Merchants Insurance Company Ltd 
New Premier Insurance Company Ltd 
Northern India General Insurance Com¬ 
pany Ltd 

Orient Fire & General Insurance Com¬ 
pany Ltd 

Pandyan Insurance Company Ltd 
Pioneer Fire & General Insurance Com¬ 
pany Ltd 

Porbandar Insurance Company Ltd 
Prachi Insurance Company Ltd 
Ruby General Insurance Company Ltd 
Shrec Mahasagar Vima Company Ltd 
South India Insurance Company Ltd 
Sterling General Insurance Preference 
Company Ltd shares. 

Ordinary 

shares. 

Triton Insurance Company Ltd 
United India Fire & General Insurance 
Company Ltd 

Universal Fire & General Insurance Com¬ 
pany Ltd 

Vanguard Insurance Company Ltd 
Vulcan Insurance Company Ltd 


97! 

10,00, OOC 

I. 42,50.00c 

1.03,02,000 

47,67,854 

2,28,753 

1,00,000 

34,26,000 

10,00,000 

26,24,445 

90,700 

1,000 

1,44,90,000 

700' 

15,83,900 

12,500 

5,00,000 

5,00,000 

1,65,575 

49,200 

1,00,000 

35,00,000 

10,00,000 

43,50,000 

8,20,37,678 

65,828 

999 

998 

1,65,00,000 
9a,00,000 

II, 82,6 W 
59,194 
21,375 

80,22,000 

1,18,252 

54,00,000 

23,000 

16,08,139 

29,32,500 

16,66,660 

16,44,675 

896 

32,49,617 
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PART B 


Serial Number of insurer 

number . 

Amount to 
be paid (Rs) 

(0 

(2) 

(3) 

1 

Co-operative Fire & General Insurance So- 



ciety Ltd 

3,95,000 

2 

Co-operative General Insurance Society Ltd 

5,63,000 

3 

Indian Mutual General Insurance Society 



Ltd 

1,000 

4 

Life Insurance Corporation of India 

2,81,34.000 

5 

Millowners 1 Mutual Insurance Association 



Ltd 

2,15,000 

6 

Orissa Co-operative Insurance Society 



Ltd 

2,42,000 

7 

Reinsurance Association of India (Inter- 



national) Ltd 

1,000 

8 

Union Co-operative Insurance Society Ltd 

16,15,000 

9 

Alliance Assurance Company Ltd 

36,65,000 

10 

American Insurance Company 

3,30,000 

11 

Atlas Assurance Company Ltd 

64,85,000 

12 

Baloise Insurance Company Limited 

22,67,000 

13 

British Aviation Insurance Company Ltd 

1,000 

14 

Caledonian Insurance Company 

81,000 

15 

Century Insurance Company Ltd 

6,04,000 

16 

Commercial Union Assurance Company 



Ltd 

85,32,000 

17 

Eagle Star Insurance Company Ltd 

37,12,000 

18 

Gerling Global Reinsurance Company Ltd 

1,000 

19 

Great American Insurance Company 

3,81,000 

20 

Guardian Assurance Company Ltd 

19,98,000 

21 

Hanover Insurance Company 

42,13,000 

22 

Hatford Fire Insurance Company 

2,96,000 

23 

Home Insurance Company 

3,73,000 

24 

Legal & General Assurance Society Ltd 

5,28,000 

25 

Liverpool and London and Globe Insurance 



Company Ltd 

8,23,000 

26 

London Assurance 

12,30,000 

27 

London Guarantee & Accident Company 



Ltd 

40,000 

28 

London & Lancashire Inurance Company 



Ltd 

47,70,000 

29 

L’Union Fire, Accident and General Insu¬ 



rance Company Ltd 

1,000 

30 

National Employers’ Mutual General In¬ 

t 


surance Association Ltd 

3,17,000 

31 

National Insurance Company of New Zea¬ 



land Ltd 

1,000 

32 

New Hampshire Insurance Company 

19,08,000 

33 

New Zealand Insurance Company Ltd 

10,84,000 

34 

Norwich Union Fire Insurance Society Ltd 

31,43,000 

35 

Phoenix Assurance Company Ltd 

2,63,000 

36 

Provincial Insurance Company Ltd 

1,000 

37 

Queensland Insurance Company Ltd 

10,31,000 

38 

Royal Exchange Assurance 

49,62,000 

39 

Royal Insurance Company Ltd 

‘ 73,28,000 


(D 

(2) 

(3) 

40 Scottish Union & National Insurance Com- 



pany 

43,15,000 

41 

Skandia Insurance Company Ltd 

1,000 

42 

South British Insurance Company Ltd 

18,42,000 

43 

Sun Insurance Office Ltd 

25,86,000 

44 

Switzerland General Insurance Company 



Ltd 

6,35,000 

45 

Threadneedlc Insurance Company Ltd 

1,000 

46 

Tokio Marine & Fire Insurance Company 



Ltd 

92,000 

47 

Union Insurance Society of Canton Ltd 

5,89,000 

48 

United Scottish Insurance Company Ltd 

83,000 

49 

Welfare Insurance Company Ltd 

1,000 

50 

Western Assurance Company 

13,92,000 

51 

Yorkshire Insurance Company Ltd 

16,31,000 

52 

Zurich Insurance Company Ltd 

1,000 


Statement of Objects and 
Reasons 

By the General Insurance 
(Emergency Provisions) Ordi¬ 
nance, 1971, which was later 
replaced by an Act of Parlia¬ 
ment, the management of the 
undertakings of all insurers 
carrying on general insurance 
business was vested in the 
Central Government, pending 
nationalisation. 

The object of the present 
Bill is to complete the process 
of nationalisation which is 
sought to be effected in the 
following manner. On a day, 
to be appointed by the Central 
Government, the shares in in¬ 
surance companies carrying 
on general insurance business, 
which arc incorporated in India 
and having a share capital, 
would automatically stand 
transferred to, and vested in, 
the Central Government, A 
few shares, however, would 
thereafter be formally trans¬ 
ferred to the nominees of the 
Central Government in order to 
enable each of the Indian 
insurance companies to func¬ 
tion as a Government company. 
On the appointed day, the 
undertakings of all other in¬ 
surers, including foreign insur¬ 
ers, and the LIC is so far as it 
relates to the general insurance 
business carried on by it, 
would also stand transferred to, 
and vested in such one or other 
of the Indian insurance compa¬ 


nies as the Central Govern¬ 
ment may specify. 

It is also proposed to form 
under the Companies Act, 1956, 
a Government company, to be 
called the General Insurance 
Corporation of India, which 
will be entrusted with the task 
of supervising, controlling and 
carrying on the business of 
general insurance. On the for¬ 
mation of the Corporation, the 
shares of the Indian insurance 
companies, vested in the Cen¬ 
tral Government would stand 
automatically transferred to 
the Corporation and all the 
Indian insurance companies 
would become the subsidiaries 
of the Corporation. 

The Bill further provides for 
the framing of one or more 
schemes whereby the Indian 
insurance companies would so 
get merged in one another that 
ultimately there will he only 
four Indian companies, so 
situated as to promote compe¬ 
tition between them so that 
effective services in the field of 
general insurance may be ren¬ 
dered by them in all parts of 
India. 

Y. B. CHAV AN 

New Delhi : 

Ihe 26th May , 1972 

Financial Memorandum 

Clause 9 of the Bill requires, 
the Central Government to 
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fforra a Government company 
fto be known as the General 
Insurance Corporation of 
India for the purpose of super¬ 
tintending, controlling and car¬ 
rying on the business of general 
, insurance, with an authorised 
(Capital of Rs 75 crores out of 
twhich Rs 5 crores shall be the 
subscribed capital of the Cor¬ 
poration. Non-recurring ex¬ 
pending on this account to the 
extent of Rs 5 crores is there¬ 
fore likely to be involved dur¬ 
ing the financial year 1972-73. 

Clause 11 provides for pay¬ 
ment by the Central Govern¬ 
ment to each shareholder of 
every Indian insurance com¬ 
pany and to the insurer him¬ 
self where he is not an Indian 
insurance company, the amo¬ 
unts specified in the Schedule 
to the Act. C lause 13 provides 
that the amount to be paid to 
the Life Insurance Corpora¬ 
tion of India and the amounts 
to be paid to those members 
of Indian insurance companies 
the payment to whom exceeds 
Rs 25,000 shall be paid in three 
annual instalments, the first 
of which shall fall due on the 
appointed day and each instal¬ 


ment shall cany interest at 
the rate of 4 plrr cent per an¬ 
num from the appointed day. 
The total amount payable by 
the Central Government under 
this clause amounts to Rs 
33,03,31,399 which will have 
to be paid in three instalments 
from the appointed day; the 
amount payable in the first 
year is estimated to be Rs 
23,63,62,300. It is estimated 
that the interest payments in 
terms of the provision in clause 
13 will amount to about Rs. 
19 lakhs during 1973-74 and 
Rs 38 lakhs during 1974-75. 
After the year 1974-75 no ex¬ 
penditure on this account is 
involved. 

Clause 16 of the Bill em¬ 
powers the Central Govern¬ 
ment to include, in the schemes 
which will be framed, provision 
tor the rationalisation or re¬ 
vision of pay-scales and other 
terms and conditions of service 
of officers and other employees 
wherever necessary. Jt will be 
necessary under these powers 
to integrate and rationalise the 
emoluments and other service 
conditions of all employees in 
all the insurance companies. 


For this purpose Government 
has already set up an Expert 
Committee which has started 
functioning from 1st May, 
1972. The annual recurring 
cost on this Committee is 
estimated at Rs 7.30 lakhs. 
However, since the full com¬ 
plement of staff for the Com¬ 
mittee will be in position only 
gradually, it is estimated that 
the cost during 1972-73 will 
be Rs 5.00 lakhs. The Com¬ 
mittee is expected to function 
till the end of the year 1973-74 
and no expenditure on the Com¬ 
mittee is expected thereafter. 
In the beginning a non-recur¬ 
ring expenditure estimated at 
Rs 0.83 lakh would also be 
incurred on the Committee 
the whole of which will he 
incurred during 1972-73 itscll. 

The total recurring expendi¬ 
ture on account of pay, allow¬ 
ances and other expenses in 
case the Bill is passed into law, 
will therefore be Rs. 7.30 
lakhs per year and the total 
non-recurring expenditure on 
account of subscribed capital 
of the General Insurance 
Corporation of India amounts 
specified in the Schedule to 


tbe Bill, etc., will be Rs 3804. u 
lakhs. 

Memorandum Regarding Del., 
gated Legislation 

Clause 16 of the Bill em¬ 
powers the Central Govern¬ 
ment to frame one or more 
schemes for the merger of one 
Indian insurance company with 
another or for the amalga¬ 
mation of two or more Indian 
insurance companies and for 
matters consequential to such 
merger or amalgamation, as 
the case may be. Every such 
scheme is required to be 
laid before each House of Par¬ 
liament. 

Clause 38 of the Bill em¬ 
powers the Central Govern¬ 
ment to make rules to carry out 
the provisions of Ihe Act. 

The matters in relation to 
which such scheme or rules 
may be made are matters of 
procedure or detail and il is 
not practicable to provide for 
them in the Bill itself. The 
delegation of the legislative 
power is, therefore, of a nor¬ 
mal character. 
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Floating, but 
not f |mcy free 


For once the gnomes of Zurich are not 
the villain of the piece. Nor has the 
dollar sneezed infecting the pound 
sterling with pneumonia. If Britain’s 
currency is embattled again, its war 
front runs along its own domestic economic front, where inflation is the 
enemy. It is true that, when Mr Denis Healey, the opposition “shadow” chan¬ 
cellor, said recently that he did not see devaluation being delayed beyond the summer 
this year, he had added that this was also the expectation of a very large number of 
foreign businessmen. 


Nevertheless, if there has been a loss of confidence in the immediate course of 
the British economy, most of the more important doubters are to be found very much 
nearer home. For quite some time now London has been talking itself into a pessi¬ 
mistic mood about the Heath government’s management of the economy. The ques¬ 
tion that is being raised, is not whether this government’s economic policies are falter¬ 
ing, but simply why they are doing so. 

This has not been an easy question for the City to answer. The Heath govern¬ 
ment has been doing or attempting to do almost everything the Tory textbooks have 
prescribed as sound economic philosophy. Efforts have been made to liberalise the 
tax structure and reform the industrial relations law. It has been plain enough, more¬ 
over, that the government is willing to encourage and enable the market mechanism to 
function more vigorously for stimulating investment while reflating demand. All this, 
however, did not prevent the business world from celebrating earlier this month the 
conclusion of Mr Heath’s second year of office with a marked lack of enthusiasm for his 
government’s prospects of success in energising Britain’s economy. The official growth 
target of S per cent was widely discounted and openly scoffed at with the stock mar¬ 
ket suffering its sharpest one day fall since 1967. More serious and sinister, still, was 
a run on the pound which called for support by some £500 million on a single day. 
Since then the pound has known no peace and it came particularly under pressure 
during the last few days. 


in these circumstances the Heath government can draw only limited comfort 
from the fact that, even after having paid off all of the £1500 million overseas debts 
it had inherited from the Labour administration, it had been able to see the country’s 
resources doubled in the past year. The pound, of course, is not under seige in the 
world’s exchange markets in the way it was in the period culminating in the devaluation 
of November 1967. The decision taken now to let it float freely makes it possible 
that should the pound be depreciated the authorities would be in a position to arrange 
what is known as a ‘cold’ devaluation, as against a ’hot’ devaluation carried out under 
the fierce compulsions of a crisis. 


It is of course not possible to say right now what exactly the British government 
would do in the days that lie immediately ahead, but a safe suggestion would seem to be 
that the pound would be allowed to float for some time until it is able to establish a 
relatively stable value for itself. This assessment seems reasonable particularly in view 
of the statement of the Chancellor of the Exchequer, Mr Anthony Barber, a few days 
ago that “there can be no question at the present time that the pound is not at an un¬ 
realistic rate”. Actually the main economic issue for the Heath government now is 
not the shoring up of the pound but the shoring up of Britain’s confidence in Britain’s 
economy. The floating of the pound is relevant to this larger task only to the extent 
that it adds to the freedom that the Heath government must have for planning its domes¬ 
tic economic strategy. That strategy must seek a difficult package of results. Infla¬ 
tion has to be countered and growth stimulated while unemployment is reduced to 
acceptable levels. One of the most intractable problems here has been wage inflation. 
Indeed much of the weakness of the economic policy of the Heath government is to be 
traced to its political feebleness in coping with wage claims in a way which would avoid 
inflationary wage settlements or awards. So long as this political feebleness continues 
a recommendation that part of the answer to Britain’s problem of inflation should 
be sought in an incomes policy clamped on the country by the government would 
remain an unrealistic prescription. Perhaps the best hope of progress might lie in the 
direction of consensus being evolved on a voluntary income restraint through tripartite 
discussions of government, labour and industry. 

Meanwhile, as Lord Robins has pointed out, the value of money is depreciating 
in Britain at a rate which is without precedent, save in war time, in British economic 
history. The general index of retail prices, with 1962 as the base year, now stands at 
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over 160. What domestic inflation of this 
order must mean to the economy of * 
trading nation may be gathered from the 
fact that Britain's gains of competitiveness 
from the devaluation of the sterling in 
November 1967 and the revaluation of 
the Deutsch Mark in October 1969 were 
more than wiped out by early 1970. The 
seriousness ot this trend gets further em¬ 
phasized by the fact that export prices for 
machinery and transport equipment—the 
sector which makes up nearly half of all the 


This is the text of a script written by the 
editor and broadcast in the “Spotlight" 
programme on June 24; reproduced 
by courtesy AIR. 


manufacturing exports of Britain—have 
gone up by 27 per cent since early 1970. 
Against this background, it is evident that 
whatever may be the decisions taken speci¬ 
fically with regard to the value of the 
pound sterling abroad, they will be only 
tentative in terms of the planning which 
the Heath government must now under- 


Neyveli creates 
a problem 

The power situation in the southern 
region has suddenly deteriorated and a 
cut of 25 per cent in the consumption of 
electricitly by high-tension consumers in 
Andhra Pradesh and Tamil Nadu has 
had to bo imposed. The availability of 
power in Andhra Pradesh has been diffi¬ 
cult for sonic time past with a growing 
demand and no great additions to generat¬ 
ing capacity. However, with the export 
of sizable quantities from Mysore and 
Kerala, the cut was removed in the case 
of some classes of consumers. Kerala's 
supplies were transmitted through Tamil 
Nadu. 

With the delay in the onset of the 
south-west inoonson and the low level of 
storage in the hydcl reservoirs, Mysore 
had stopped supplies to Tamil Nadu 
some months back especially as it had 
to meet its commitments to Goa and 
Gujarat. Kerala, however, continued to 
supply sizable quantities to Tamil Nadu 
and Andhra Pradesh until it felt compel¬ 
led to suspend completely export when its 
reserve declined to the low level of 150 
million units. 

The Tamil Nadu Slate Electricity Board 
was somehow managing to meet a growing 
demand by staggering agricultural loads 
and. increasing its own thermal and hydcl 
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ta|* to stop the erosion of the worth of the 
currency of Britain in the hands of the 
people of Britain themselves. 

Meanwhile, the government of India 
has to take a look at the rupee’s relations 
with the pound sterling. If the latter is 
to float freely for any length of time, the 
Indian authorities will have to consider 
whether any consequential uncertainties in 
foreign exchange transactions will not be 
too unreasonable a burden for our trade 
to be asked to bear. Much would depend 
on the degree of fluctuation to which the 
pound sterling becomes subject. A reason¬ 
able guess could be that the movements 
are unlikely to be excessive. In that 
case the Reserve Bank’s resources for 
handling the situation are unlikely to be 
seriously strained. It is, of course, too 
soon yet to consider whether the rupee 
should seek other moorings. As the 
pound sterling floats downward, more or 
less gently, we may perhaps sit back and 
quietly enjoy the modest benefits of a 
vicurious devaluation of the rupee. It can¬ 
not be said, after all, that India’s exports 
will not be the better ior such windfalls. 


generation. Since its storage position in 
the hydcl reservoirs was quite satisfactory 
after (he end of the north-cast monsoon 
last year, it was confidently expected that 
there would be no shortage of power in 
the current year and any shortfall could be 
made good by maximising generation at 
the Ennorc thermal station and coaxing 
also the Neyveli Lignite Corporation to 
use its capacity more effectively. The 
inability of the latter to export power on 
the anticipated scale and a slight delay 
in commissioning the third generating set 
at Ennorc have upset the calculations of 
the electricity board especially as it was 
not expected that the import of power 
from Kerala and Mysore would be com¬ 
pletely unavailable. 

With the storage in hydel reservoirs 
under its control around only 250 million 
units and a high level of consumption, as 
a matter of precaution the consumption 
of high tension consumers has been 
reduced by 25 per cent. This is the 
first cut in power supply after 1965 
when there was a serious shortage 
for nine months. There was, of course, 
a temporary cut in 1970 for a few days as 
a result of a total shutdown of the Neyveli 
thermal station due to a labour strike. 
With the fast additions to the generating 
capacity in Tamil Nadu in recent years 
there should not have been any occasion 
for restricting power,consumpt : on if only 
Neyveli could generate power at an 
average of over 400 MW daily. The 
Neyveli Corporation, however, has been 
in a bad way in the past three years and 
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with lignite raisings at not more than 
3.75 mifikm tonnes,. dtm to a^bfC^cdo^n 
of mining machinery, there has *been a 
shortfall in export by over 30Q million 
units in a year. The corporation should 
actually export around 2,400 million units 
even after meeting its own requirements 
against only about 1800 million units in a 
year. It is quite surprising that the cen¬ 
tral government has not taken energetic 
action to improve the efficiency of mining 
operations even though it was abundantly 
clear that the removal of overburden was 
not taking place quickly enough and the 
lignite bed could not be exposed at the 
desired rate. 

It took a special committee to find out 
that at least 4.5 million tonnes of lignite 
should be available for helping the corpo¬ 
ration to avoid heavy losses and enabling 
optimum power generation. The com¬ 
mittee has affirmed that open cast mining 
is best suited for rais'ng lignite and there 
should immediately be expenditure of 
Rs 8 crores for improving mining opera- 
lions. Further outlay for increasing the 
output to six million tonnes is to be incur¬ 
red after the preparation of a feasibility 
study. There is no need for any elaborate 
enquiry into the economics of mining lig¬ 
nite because the project has to be saved 
and the huge investment already effected 
prevented from going waste. It is not a 
question of running a high-cost show 
regardless of its economics. For, sales of 
electricity are now being made to the 
Tamil Nadu Electricity Board at less than 
six paise per unit when the cost of genera¬ 
tion at Ennore on the basis of imported 
coal is over 8.5 paise per unit. It is also 
necessary to remember that a pithead 
power station relieves considerable strain 
on the transport system and the efficient 
functioning of the thermal station of the 
si/e of Neyveli has a stabilising effect on 
power availability in the whole region. 
In view of the developments in the current 
year and the likelihood of delays in the 
construction of huge projects immediate 
attention has to be paid to an improve- 
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mcn t in the operates efficiency of the exist- 
j[,g thennal stations; 

The power cut in Tamil Nadu may be 
shortlived' with the regular functioning 
of the th>rd un>t in Ennore which has near¬ 
ly double the canacity of the earlier units 
a tul the availability of irrigation discharg¬ 
es. What is, however, really important 
is the adoption of an overall view for 
planning immediately what should be done 
in the next few years. Even with a sharp 
increase in hydel and thermal generation 
by the Tamil Nadu Electricity Board from 
its own sources, it has not been possible 
to meet fully all demand without purchases 
: from Kerala and Mysore. There has 
certainly been a shortfall on account of 
1 Neyveli’s peculiar problems and some 
allowance has to be made in purchases 
from neighbouring states on this account. 
But the fact remains that consumption 
of power in Kerala, Mysore and Andhra 
Pradesh has also been rising at a fast 
rate with brisk implementation of ruial 
electrification schemes and energisation 
of pumpsets. Kerala and Mysore may 
not, therefore, be in a position to export 
power except for peaking purposes until 
the Idikki and Kalinadhi projects arrive 
on the scene. 

The Idikki project might probably gene¬ 
rate some quant : ty of power by 1975 if 
all goes well. But Kalinadhi can be of 
some help only towards the close of this 
decade. It will be idle therefore to expect 
that Mysore will have an exportable sur¬ 
plus. On the other hand there will be a 
shortage and the neighbouring states 
should go to its help at least out of grati¬ 
tude. There should also be no complica¬ 
tion on account of the difficulties now 
being experienced in rushing water to the 
penstock pipes through the long tunnels, 
ft is proposed *o shut down the afTected 
tunnel for repairs after the end of the 
monsoon period. While it is hoped that 
there will be no serious upsets and efficient 
technical guidance will be available, there 
can be an increase in total availability of 
power only if the construction work on 
the Idikki project is hastened and it 
is also decided to erect a thermal station 
in Kerala or Mysore. The remaining 
sets at the Ennore thermal station in 
Tamil Nadu will of course have to be 
erected without delay while examining the 
scope for augmenting the capacity of the 
Ramagundam and Kothagudem stations 
in Andhra Pradesh. Unless there is 
effective coordination of the activities of 
the four electricity boards and some new 
schemes are implemented on an emergency 
basis power cuts will be a regular feature in 
the coming years. In the light of the 
experience of Tamil Nadu which is power- 
hungry even after capacity for over 2,000 
MW, including Neyveli, has been created, 
it will be wrong to expect that the level 


of power consumption in Kerala, Andhra 
Pradesh and Mysore will remain low. 

Both Andhra Pradesh and Mysore are 
anxious to execute rural electrification 
schemes ambitiously besides energising 
pumpsets in a big way. The development 
of industries is also taking place, at a fester 
rate than in recent years in these two states 
while Kerala is anxious to promote big 
and small industries. The Tamil Nadu 
Planning Commission is proposing to 
double the generating capacity in its re¬ 
gion to 4,000 MW. In the neighbouring 
states also addi f ional capaci'y of at 
least 4,000 MW will have to be created 
which would mean that before 1978-79 
hydel and thermal schemes having an 
aggregate capacity of 6,000 MW will 
have to be brought into being. The 


Ray's style of 
government 

Mr Siddhartha Sankar Ray, the Chief 
Minister of West Bengal, has expressed 
his determination to streamline the state’s 
administration; and, in the last three 
months, he has already taken some com¬ 
mendable steps in this direction. Officials 
have been warned of stern action against 
corruption, inefficiency and indiscipline. 
Some have been already suspended or 
dismissed, and a sense of urgency is being 
instilled into the various departments. 
But, despite Mr Ray’s initiative and enthu¬ 
siasm, it may take a long time before the 
administrative machinery can be brought 
up to a high level of efficiency, and effect¬ 
ively geared to cope with its enormous 
responsibilities. 

The bane of West Bengal’s administra¬ 
tion in the past has been the frequent 
interference in its affairs by political parti¬ 
es. Whether in or out of office, most 
parties have tried to exert their influence 
on the administration in various ways. 
Mr Ray has said that some five per cent 
of the employees still believe that they 
can continue their political activities even 
while remaining in the employment of the 
government. He has told the employees 
that unless they give up their political 
activities within two months they would 
be asked to quit. 

But how is Mr Ray going to deal with 
the Youth Congress, which also claims .to 
have an effective voice in the state’s admi¬ 
nistration? The leaders of the Youth 
Congress have their own ideas about en¬ 
forcing integrity and discipline among 
government officials, recruitment by the 
public sector and by the private sector, 
the levels of salaries and wages that should 


existing capacity is only around 4,500 
MW for all the four states put together. 
In view of the fact that there can be no 
surfeit of power a‘ any stage anywhere 
in the country, for at least a'decade, even 
with a sepctacular growth in generating 
capacity, the warning given by the Tamil 
Nadu State Electricity Board’s decision 
to cutpowerconsumption should be heed¬ 
ed. The spectre of power famines talking 
the whole country is extremely dis¬ 
couraging at a time when it has been 
repeatedly emphasised by the central 
government ana the Planning Commission 
that agricultural and industrial production 
should be maximised for achieving a faster 
rate of economic growth; The ambitious 
goals now being fixed can have meaning 
only if there are no bottlenecks on 
account of power and rail transport. 


prevail, and on Qther topical issues. It is 
mdeed a healthy sign if the Youth Con¬ 
gress takes a keen interest in *he problems 
of administration but when it resorts to 
pressure tactics in various forms, it is high 
time that the Chief Minister did some¬ 
thing to halt this trend. 

An interesting innovation introduced by 
Mr Ray is to announce, at the beginning 
of each month, targets to be reached in 
that month as well as the achievements of 
the previous month. This practice is 
useful 'to make the administration alert 
and to bring it close to the people. 
But public opinion should sec to it that 
the monthly targets are actually achieved. 
For example, when Mr Ray claims that 
during a particular month, a certain 
number of villages were electrified, is he 
sure that they actually get the electricity? 
Doubt may arise in this regard because 
of the widespread and prolonged load¬ 
shedding that continues to take place in 
the state, expecially in the Calcutta area. 
When even major industries like jute are 
acutely feeling the impact of power short¬ 
age, one wonders to what extent the peo¬ 
ple in the villages are getting electricity 
even after haying been electrified! There 
have been too many hospitals without 
doctors, schools without teachers, and 
wells without water. When the Chief 
Minister claims that so many small-scale 
industrial units have been set up in a 
month, one would like to know how many 
of them are really viable and have started 
production. The other fields in which 
monthly targets are announced relate to 
the construction of houses, roads, irriga¬ 
tion schemes and various development 
projects. It would also be useful if the 
Chief Minister gave details every 
month of the number of the closed units 
that have been reopened, and the sick ones 
that have been rehabilitated. 

* 

Mr Ray’s decision to give more impor- 
junb 30, 1972 
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tance to the improvement of the adminis¬ 
tration in the districts deserves apprecia¬ 
tion. West Bengal’s districts have been 
l>ad]? neglected for too long. Most of 
them are grossly deficient in respect of 
even the elementary amenities. It is 
hardly surprising therefore that few 
industries flourish in most districts. In 
fact, the government has very little 
reliable data in regard to the agricultural 
and industrial development of the various 
districts. Mr Ray has decided to under¬ 
take three-day tours every week in the 
districts. It is hoped that, at the same 
time, the Chief Minister will give adequate 
encouragement and support to the district 
authorities in the discharge of their 
duties without fear or favour. The indus¬ 
trial development of the districts is expect¬ 
ed to gather momentum in the next few 
months as a result of the various incen¬ 
tives offered by the government. It is 
therefore all the more important that 
the administration in the districts should 
be made quite competent to deal with the 
problems of industrial growth. 

Mr Ray's administration will, however, 
be judged by the extent to which it is able 
to create opportunities for employment. 
Though the magnitude of the problem of 
unemployment is colossal, it should not 
be difficult to solve, considering West 
Bengal’s immense potential for industrial 
development, the assurance of generous 
assistance from New Delhi, and the eager¬ 
ness of many entrepreneurs to invest in 
this state. But the government is not 
helping the generation of more employ¬ 
ment by the manne r in which it is pressur¬ 
ising employers to prefer “the sons of the 
soil”. 

If the government is really keen about 
this matter, it should clearly announce 
its policy. It should define “local people” 
and provide guidelines so that employers 
can know whom, and how, they should 
recruit and the unemployed can also 
understand where to look for jobs. But it 
seems that the government is not going 
to clarify its policy in this regard because 
in whichever way the “locals” are defined, 
it is bound to create embarrassment and 
complications. Perhaps, it is the intention 
of the government that employers should 
take the hint from ministerial speeches '' 
wad, accordingly, give the maximum : 


egbouragement to the “sons of the soil”, 
ai this term is generally understood. 
Bid so long as the government continues 
td ,ta deliberately vague in this matter, 
raid at the same time, exerts pressure in 
various forms on employers, it is doubt¬ 
ful if industrial expansion can take place 
on the scale and the speed that is necessary 
to create new jobs on a massive scale. 
West Bengal happily has been free from 
the curse of provincialism and it will be 
most unfortunate if, when the state is 
poised for economic revival, divisions and 
differences are sought to be created 
between the so-called insiders and out¬ 
siders. Incidentally, it is significant to 
note that Assam also is intensifying its 
agitation to give preference to the local 
people in employment and this movement 
is likely to affect the Bengalees who have 
migrated there in search of jobs. 

The government of West Bengal has 
announced that it is drawing up its fifth 
five-year Plan on an ambitious scale, 
involving an outlay of over Rs 600 
crores, which will be about double that 
of the fourth Plan. The state’s plan¬ 
ning board, set up recently, is expected to 
complete its draft for the fifth Plan short¬ 
ly. Whatever may be the size of the 
Plan, West Bengal can implement it 
successfully only if its machinery of 


government is able to work with fa] 
greater speed, vigour, and coordination] 
than what it i$ capable of doing at present.] 

“Poverty is the greatest single disability 
of Bengal”, wrote Mr R. G. Casey who 
was its Governor between 1944 and 1946. 
He observed, in his memoirs published in 
1947, that for about SO years, the govern, 1 
ment of Bengal had been starved of 
money. He added, “Money is the ferti¬ 
liser that Bengal needs most, and there is 
no soil in the world that will respond 
quicker than the soil of Bengal”. Today 
poverty in this state remains as acute as, 
or perhaps even worse than what it was in 
the days of Mr Casey. But there is one: 
difference. Money seems to be no longer a 
problem for West Bengal. In fact, in the 
last few years there have been many 
instances when the state government had 
to surrender sizable sums of money receiv¬ 
ed from the government of India. The 
Prime Minister has repeatedly assured 
West Bengal that no development schemes 
in the state need suffer for want of funds. 
Jf therefore the state government also 
tries its best to mobilise its resources and 
its machinery of government is conti¬ 
nuously improved, Mr Ray and his col¬ 
leagues should not find it difficult to justify ' 
the confidence that the people have re¬ 
posed in them. 
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July 4, 1947 


One of the important aspects of partition is 
the future of the currency system and the division 
of the sterling balances between India and 
Pakistan. As regards the Reserve Bank of India, 
when Pakistan becomes a sovereign State, it 
shall be open to Pakistan either to utilise the 
present Reserve Bank of India or to establish 
its own separate Central Bank. Although Burma 
was separated from India under the Government 
of India Act, 1935, Burma continued to be under 
the currency system of India and used the Reserve 
Bank of India as its monetary authority. It was 
only a few months back that Burma decided upon 
making a separation so far as currency was 
concerned and upon making its own arrangements. 
It is doubtful, however, whether the newly 


created sovereign Pakistan State will be in a 
mood to utilise the Reserve Bank as its monetary 
authority with all its advantages, because the 
present communal temper docs not give much 
promise. 

The division of the sterling balances between 
India and Pakistan is one of the most thorny 
questions because sterling balances represent our 
foreign exchange resources and, therefore, our 
reconstruction chest. In settling this question 
there is no problem of the sterling balances being 
divided between India and Pakistan on the 
basis of population resources, taxable capacity, 
area or a combination of one or more of these 
criteria. 
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Cloth control: 
options 

Two important issues are currently 
before the cotton mill industry—the con* 
trolled cloth scheme which came to an 
end on May 31, 1972 and the cotton mill 
industry’s export target for 1972. Both 
these questions are linked together, in 
that the answers to both must needs be 
determined on the basis of the total 
quantum of cotton imported from 
abroad. 

The controlled cloth scheme came into 
force in June, 1971. As per this scheme, 
the cotton mill industry was required to 
supply controlled cloth at May, 1968 
prices [the Minister of Foreign Trade 
recently confirmed in the Lok Sabha that 
“there has been no increase in the prices 
of controlled cloth (coarse and medium 
B) since May, 1968”]. Mills producing 
controlled cloth were, however, given a 
subsidy to compensate for the rise in 
production cost, and this has ranged from 
50 paise per sq. metre for the first two 
quarters (June to August and September 
to November, 1971) to 30 paise for the 
latest quarter (March to May, 1972). 
Between December, 1971 and February, 
1972, the subsidy was of the order of 35 
paise per sq. metre. 

The major portion of the funds 
from which this subsidy came was 
raised by the industry itself in the 
form of a voluntary levy on foreign cotton. 
(Incidentally, this levy is a twin-purpose 
levy, in that it also happens to be the 
source for promotion of textile exports). 
Thanks to the bumper harvest of Indian 
cotton during the current cotton season, 
imports of foreign cotton have been cut 
and with that the income from the levy 
also has fallen. The industry is, therefore, 
naturally concerned whether it can raise 
sufficient funds to take care of both 
controlled cloth subsidy and the country’s 
exports of cotton textiles. Each of these, 
it is needless to add, is of vital impor¬ 
tance to the country's economy. 

The subsidy scheme never found 
unqualified acceptance with the 
industry, which favours a straight¬ 


forward rise in prices instead. (The 
industry agreed to the scheme finalised 
by the Ministry of Foreign Trade 
in May, 1971, as a gesture of goodwill, 
pending the report of the Bureau of 
Industrial Costs and Production on con¬ 
trolled cloth). A suitable increase in the 
price of controlled cloth, coupled with a 
rational basis for pricing the controlled 
cloth, according to spokesmen of the 
industry, would not only eliminate the 
need for subsidising controlled cloth, 
but also make controlled cloth avail¬ 
able to the consumer on a steady 
basis. 

“What is a suitable price”? it 
may be asked. It is easier to say 
what is not a suitable price than 
to define what is. Prices fixed in 
April, 1967, according to the Tariff 
Commission formula, were certainly not 
what one would deem to be “suitable 
prices”. Nor were the prices fixed in May, 
1968 when an ad hoc increase (of two per 
cent) was granted, inasmuch as this in¬ 
crease fell very much below the increase 
in costs between April, 1967, and May, 
1968. Those who have been demanding a 
cut in cloth prices on the plea that cotton 
prices have fallen since must be made 
to realise that even the cotton prices 
prevailing today are higher than those in 
April, 1967. Other costs also have risen 
appreciably in the meantime. 

It is against this background that some 
of the options now exercising the minds 
of people in the mill industry have to be 
judged. Ths more important and, in 
fact, the really relevant ones are the fol¬ 
lowing three: 

(1) to find other sources of finance, if 
any, for producing controlled cloth on 
the basis of a subsidy; 

(2) to place an obligation on mills to 
produce controlled cloth by reactivating 
the Controlled Cloth Order, and 

(3) to make certain changes in the lapsed 
controlled cloth scheme by offering the 
facility of inter-mill transfers in obliga¬ 
tion for the manufacture of controlled 
cloth. 

The choice, here, lies mainly between 
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submitting again to a full-fledged control 
by government and operating a voluntary 
scheme mutually agreed upon by the in¬ 
dustry among its units and also by 
the industry and the government 
$bintly. 

Had the government of India announced 
the revised prices for controlled cloth, the 
industry would doubtless have been able 
to arrive at a satisfactory decision on the 
question of controlled cloth production, 
especially about inter-mill transfers of 
obligation. 

As the industry is structured today, 
not all mills are equally well- 
equipped to manufacture controlled cloth 
or to market it. Those who are would 
willingly accept the obligation to manu¬ 
facture the controlled cloth varieties, 
provided they find the game worth the 
chase. Those who are not so equipped 
may also be glad to let those who are 
well-equipped to take on their obligation, 
provided it is worth their while. Not 
until the new prices of controlled cloth 
are known could either of these interests 
take a final decision. From this point of 
view, one feels the Indian Cotton Mills’ 
Federation (ICMF) would have done 
well to postpone its proposed meeting 
to consider this question until the govern¬ 
ment's decision on prices of controlled 
cloth come to be known. 

The second important question before 
the industry today is the future of cotton 
textile exports. On the face of it, in the 
context of the uncertainties created by the 
entry of the UK into the Common Market, 
the trend of exports so far in 1972 would 
appear to be satisfactory, but this is after 
talcing into account the special exports 
to the. USSR under the cotton conversion 
deal also. Thus, up to the end of May 
last, exports of mill-made cotton textiles 
amounted to Rs 56.49 crores, as against 
Rs 42.97 crores for the corresponding 
five-month period of 1971. But even 
assuming that the average monthly rate 
of exports of these five months continues 
to be maintained, the total for the year 
would fall short of the export target 
of Rs 142 crores accepted by the 
industry. Actually, the flow of export 
orders has been on the decline of 
late. 
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Modernisation of trade 
_ union movement 


It has been generally recognised that the 
traditional role of trade unions, that of 
opposition and furtherance only of group 
interests, is out of date and inadequate 
in the present context. The country is 
confronted with the problems of unem¬ 
ployment and under-employment, and a 
steady rise in consumer prices. There is 
urgent need for growth in the economy 
and increased production of goods and 
services. Has the trade union movement 
lived up to its social responsibilities in 
this context? How far has the move¬ 
ment been progressive or regressive as an 
instrument of legitimate labour advance¬ 
ment? A look at the trade union move¬ 
ment from this aspect is overdue and an 
attempt is made in this short article to 
make a broad assessment. 

basic needs 

The National Labour Commission has, 
in its report, referred to the basic needs 
of the movement. Among the basic needs 
is mentioned offering responsive co-ope¬ 
ration in improving the levels of pro¬ 
duction. The commission has empha¬ 
sised that unions should keep the well¬ 
being and progress of the community 
constantly before them even in the midst 
of their endeavours to help the working 
class. The unions have a stake in the 
success of the national Plans for economic 
development, since these are formulated 
and implemented as much for maximising 
production as for distributing the product 
in an equitable manner. It is only thus 
that they can progressively become 
instruments for constructive purposes. 

Judged from these standpoints it 
is evident that unions in general 
have, in the pursuit of their aims, 
not lived up to these responsibi¬ 
lities. They have been only demands- 
oriented, in no wise duty-oriented, in most 
cases. Not a day passes without ready 
resort in some industry or other to direct 
action, both in the private and the public 
sector as also in public utility industries, 
without any regard whatsoever for nat¬ 
ional interests, the effects of their policy 


on the state of employment or the hard¬ 
ships that are caused to the community. 
Strikes, go-slow and the so-called work- 
to-rule which is a species of go-slow and 
even violence against the managerial 
staff have been resorted to press unrea¬ 
sonable demands and force the employers 
to concede what is often beyond the capa¬ 
city of the industry, and also to prevent 
the management from taking action against 
persons guilty of serious misconduct. 
Except politicians who have an eye on 
votes, public opinion has no sympathy 
with these attitudes of industrial labour 
which has shown to be bent on securing 
advantages which cannot be secured ex¬ 
cept at the cost of other sections of the 
community. But public opinion has in 
most cases been unable to assert itself. 
Government policy has assumed the unions 
to be the weaker side needing intervention 
on their behalf by the government, but as 
a matter of fact, in large industries with 
organised unions, the balance of power 
has, as in other industrialised countries, 
shifted to the unions. 

sense of service 

One would have expected that the 
public sector would at least evoke in the 
workers and unions a sense of service 
to the community. On the contrary there 
is more intransigence and ready resort 
to direct action to extract the grant of 
demands, however, unreasonable, from 
the “model employer”. In the private 
sector there is the limiting factor restrain¬ 
ing unions, v/z., that forcing the employer 
to give wages and conditions of service 
beyond the capacity of the industry may 
result in closing down of the industry 
and would ultimately harm the workers. 
But this restraint does not operate in 
the public sector as there is no question 
of closing down. The tax-payer would 
continue to bear losses. 

At the conference convened by the 
union Labour Minister in May, 1971, 
the Prime Minister called upon both 
labour and management to end the pre¬ 
sent state of anarchy in labour-manage¬ 


ment relations. She pointed out that it 
was understandable if organised labour 
demanded higher wages and other benefits 
but these demands had to be pursued 
wilhin a policy framework which paid 
due regard to the general state of the 
economy and the under-employed. The 
conditions in the country were such that 
to be employed was itself a privilege. 
These just observations met with little 
response and were even resented by some 
hard-boiled trade unionists. The union 
Labour Minister’s appeal at the conference 
for increasing productivity and emphasis 
on productivity bargaining also evoked 
no response, and some of the labour 
leaders even suggested that increasing 
productivity was not their business. 

sharing responsibility 

At a recent seminar on the “Moderni¬ 
sation of the Trade Union Movement” 
the union Labour Minister observed that 
“it was time that trade unions thought of 
sharing the responsibility of production 
along with demanding a share in the 
management.” He went on to observe 
that when the state was eager to concede 
legitimate demands of workers, for example 
having worker directors on some public 
sector undertakings, they must be equally 
responsible for production and producti¬ 
vity, but he was very sorry that neither 
the trade unions nor the workers were 
prepared to share this responsibility. 

How can society protect itself against 
the parasiticial tendencies that have grown 
up in trade unionism? Exhortations to 
workers and unions on their social respon¬ 
sibilities is not likely to achieve anything. 
In the long run it is only the collective 
bargaining power of the employers that 
can do something to combat these ten¬ 
dencies, provided undue pressure is not 
brought on employers by the government 
to purchase peace at any price. It is 
understood that the government will be 
introducing a bill to revamp industrial 
relations in the light of the Report of 
the National Labour Commission and the 
recent discussions between the represen- 
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tatives of the three centra) trade union 
organisations, viz. the INTUC, A1TUC 
and HMS. The fornutla on bargaining 
evolved in the discussions, where there is 
l n o statutory provision at present would 
help to reduce those evils in trade union¬ 
ism which have arisen from multiplicity 
of unions and inter-union and intra-union 
rivalry. The recent formation of a national 
council by the INTUC, AITUC and HMS 
would also help in that direction and lead 
to more co-operation and co-ordination 
between unions. 

Before concluding, a brief reference may 
be made to the question of outsiders in 
trade unions and the hold of political 
parties containing trade unions within 
their power and influence. Decisions on 
matters of trade union policy and action 


are often taken by outsiders who may be 
political leaders, while the lower trade 
union officials, not to speak, of the rank 
and file of workers, have little to do with 
the decision-making process. The in¬ 
jection of politics in trade unionism has 
harmed employer-employee relations. The 
National Labour Commission has observ¬ 
ed that the issue of outsiders in trade 
unionism should solve itself as workers 
become more educated and concious. Al¬ 
ready in some white collar unions and in 
newly developing industries the unions 
are managed effectively by persons from 
the rank and file. This trend should 
gather momentum. With the spread of 
workers’ education and a greater empha¬ 
sis on training of trade union workers, 
internal leadership should develop. Com¬ 
pulsory recognition of majority unions 


to represent workers and negotiate with 
the management would vest union offi¬ 
cials with greater responsibilities and give 
them the necessary competence to build 
up internal leadership. Outsiders in 
trade unions should be made redundant 
by forces from within rather than by legal 
ban. It is a question whether these propo¬ 
sals go far enough. There is a point of 
view, expressed, for example by no less a 
person than Mr V. V. Girl, President of 
India, that outsiders should be eliminated 
from trade unions. The veteran trade 
unionist, Mr V. B. Karnik, has also 
expressed the view that reliance on out¬ 
side leaders has led to some undesirable 
consequences and however, necessary it 
may have been in earlier years, it should 
be ended as early as possible after trade 
unions reach a certain stage. 


Social responsibilities 

of business 


The classical economist believed in 
self-interest as the motive behind all 
economic activities and ‘money-making’ 
rather than the production of goods as 
the purpose of business. Production 
of goods for them was only incidental to 
the making of money. To their way of 
thinking end was all and means meant 
nothing. Maximisation of profits was 
their sole objective and its use their 
personal privilege. 

With the spread of education and 
adoption of corporate form of organisat¬ 
ion it was realised by some business 
leaders in western countries, particularly 
in the United States of America, that 
profit-making was only a means of achiev¬ 
ing certain objectives and a measure 
for assessing the economic efficiency of 
business enterprise rather than an objective 
in itself. It was further pointed out by 
social scientists that the means em¬ 
ployed to earn profit and the purposes for 
which it was used were as important as the 
making of profit itself. “Today there are 
two separate and fairly well-defined busi¬ 
ness ideologies; the classical business 
ideology and the managerial business 
ideology. The classical ideology is the 
foundation of the profit ethic and the 
managerial ideology is the foundation of 


social responsibility ethic”. 1 

Of late the role of business in modern 
society has been a topic of widespread 
discussions and an attempt has been 
made here to prove that a firm can attain 
greater degree of economic efficiency by 
realising and discharging its social obli¬ 
gations. “The modern manager should 
act more like a political office-holder than 
an entrepreneur. He is responsible to 
several constituencies : owners, workers, 
suppliers, dealers, customers, govern¬ 
ment and the local community. He 
should use the power he exercises in the 
firm’s name to balance the interests of 
all these constituencies.”* 

A firm in orJer to carry out its econo¬ 
mic activities requires, besides other 
things, manpower. Manpower planning 
and forecasting ought to engage, there¬ 
fore, the utmost attention of the firm. 
Attempt should be made to select a right 
man for each job with the help of scienti¬ 
fic staffing techniques. Recruitment on 
an arbitrary basis may have an adverse 
effect on the economic efficiency of the 
firm. An employee should be given u 
chance for improvement by providing 
him enough training and development 
opportunities. Promotions should be 


based on sound considerations like quality 
performance and seniority. Salary or 
wages paid should be adequate and deter¬ 
mined on the basis of collective agree¬ 
ments and/or wage board awards. Both 
group incentive and individual incentive 
plans should be introduced to motivate 
each individual employee to use his maxi¬ 
mum efficiency for attaining firm's object¬ 
ives. 

Working conditions provided should be 
such as to protect the health and effi¬ 
ciency of each individual employee. His 
participation in decision-making should 
be not only welcomed but vigorously 
sought in order to give him an opportu¬ 
nity to satisfy his urge for self-expression 
and use his energy for constructive pur¬ 
poses. Adult education programmes 
should be sponsored to make an employee 
realise his responsibilities towards his 
family, the firm and the consumers besides 
the public in general. Provision of neces¬ 
sary knowledge about organising union 
activities without having to depend on 
outside help will greatly benefit the work¬ 
ers. Assurance of work stability will make 
each employee think of long-term asso¬ 
ciation and identification with the firm. 

« 

Recent studies have shown that job 
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satisfaction results in a strong moti¬ 
vation to workers. “Man needs to find 
significance in what he does. Uncons¬ 
ciously, at least, he needs to feel that he 
has created something, served others, 
and left his mark upon the world.”* 

If an employee is treated as a friend and 
a partner his interest in work and conse¬ 
quently his efficiency is bound to increase. 
Increased efficiency will make for higher 
production and higher profits. Benefis 
from the increased size of the economic 
cake will accrue both to the firm and its 
employees without causing any harm or 
loss to either party. 

Shareholders are a source of economic 
strength to the firm as suppliers of capital 
and customers of its products. The firm 
should use its resources effectively so as to 
be able to earn a reasonable profit for 
them. Besides giving a fair return on 
the capital invested and risk taken, the 
firm should supply to its shareholders 
factual and true information continuously. 
The shareholders also have certain obli¬ 
gations. They should encourage the firm 
to pursue a dynamic policy and to plough 
back sufficient profit tor research and 
expansion. 

Consumer satisfaction is the primary 
and ultimate aim of all economic activities. 
This involves fair pricing of quality and 
standardised goods. Suitable channels 
of distribution should be established and 
arrangements made lor providing after¬ 
sale service at reasonable rates. Middle¬ 
men's profits should be regulated and 
care taken to ensure that they supply the 
firm's products to the consumer at a 
price fixed by the firm in unadul¬ 
terated form. Sales promotion techniques 
like advertisements should be honest and 
factual and should not mislead the inno¬ 
cent customers. The advertisement expen¬ 
ses should be bare minimum, for, they are 
ultimately paid for by the consumers. 
Conscious efforts should be made by the 
firm to prevent its middlemen from creat¬ 
ing artificial scarcity conditions with 
the idea of charging inflated prices. 

Informal meetings with a few local 
consumers and community members may 
be arranged by a firm from time to time 
for feedback purposes. 

Increased industrial activity has, on the 
one hand, helped in economic growth 
and, on the other, given rise to the prob¬ 
lem of environmental pollution. Indus¬ 
trial sewage and effluents have turned many 
rivers in India into poisonous nallahs. 

Mew business units should not he 


located in crowded and congested areas of 
the country. The Planning Commission 
has recently selected 78 industrially back¬ 
ward districts in 14 states. By locating 
an industrial plant in any one of these 
districts a businessman would help in 
achieving the national objective of balanc¬ 
ed economic growth of various regions of 
the country and at the same time entitle 
himself to get concessional financial help 
from various financial institutions. 

A firm should welcome ITI trained 
persons sponsored by the state govern¬ 
ment concerned for industrial training in 
designated trades as per the provisions of 
the Apprenticeship Act, 1961. It would be 
a great service to the community 
if a firm accommodates a physically 
handicapped person who has been given 
necessary vocational training by a vocat¬ 
ional rehabilitation centre, short-service 
commission officers who were recruited 
during a war and subsequently released 
by the government also need similar 
help and accommodation. 

A firm should act honestly in main¬ 
taining its financial statements and re¬ 
cords and pay all taxes to the government 
concerned in time. Government depends 
to a significant extent on tax revenue for 
financing its public welfare activities. A 
firm should also take note of problems of 
unemployment and over-population faced 
by our country. Its schemes of rationa¬ 
lisation should not displace present emp¬ 
loyees or limit the number of new job 
opportunity likely to arise as a result of 
the proposed expansion of its economic 
activities. 

A firm which sincerely discharges its 
obligations towards its employees, share¬ 
holders, consumers and public at large 
will not be a loser from economic point of 
view. Such a firm would benefit from in¬ 
creased efficiency of itse mployecs and 
greater demand for its products. In 
simple terms it will produce more, sell 
more and consequently, earn more. The 
employers and the employees will enjoy 
the benefit of creating better social image 
and thus satisfy their need of social appro¬ 
bation and recognition. 

The directors and managers of a firm 
should act as trustees for the society. 
It is unfortunate that the idea of trustee¬ 
ship has not been accepted by the business 
community in the country of its birth 
in spite of Gandhiji’s efforts to popularise 
it. Mr Arvind Mafat Lai, recipient of 
Business Leadership Award, 1970, pointed 
out that one of the most distressing deve¬ 
lopments in India was the abdication ol 


social responsibilities by the business 
community. 4 “‘Similar trusteeship ideas 
have been debated upon or worked into 
the fabric of business organisations ir 
advanced countries. In the US, then 
seems to be a prevailing trend to equat< 
social responsibility with enlightenec 
self-interest.”5 To quote William T 
Gossett, Vice President, Ford Moto: 
Company, “The basic real interests of th< 
corporation are indivisible from those o 
the community at large. The moderi 
large industrial corporation is in som< 
respects a public institution... .it hold 
power in trust for the whole community.” 
General Electric Company has specificall; 
slated that its corporate objectives includE 
“a greater social content” by bringing it 
technological strengths to bear on urgen 
problems of society. Ford Motor Com 
pany has stated four “challenges” whic] 
will be prominent in the firm’s thinking ii 
the 1970s reduction of environments 
pollution, provision of full equality o 
opportunity for minority groups, reactio: 
to consumerism, and creation of safe 
automobiles. 7 

Progressive firms in India should fol 
low the lead given by corporate leadei 
such as General Electric or Ford Motors 
They should include a social objectiv 
clause in their policy statements and sc 
specific social goals to be attained in 
planned period of time. 

Big firms may create a department c 
social affairs. Such a department woul 
effectively promote the development of 
planned, integrated approach to handlin 
social issues which confront these firms. 
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economies battling on 


I 

Poland 

After virtual stagnation in 1970, the 
Polish government is giving priority over 
the next few years to completing existing 
projects, eliminating bottlenecks in supply 
and making investment more effective in 
the short-term. On the basis of nine 
months’ figures, when industrial output 
rose at an annual rate of 7 per cent and 
goods supplied to the consumer market 
increased by a tenth, targets for 1971 as 
a whole are estimated to have been more 
than fulfilled so that the economy in 1972 


output of grain and livestock fell sharply, 
the 1971 harvest was satisfactory and this 
should help to improve export earnings 
from farm produce; indeed Poland’s 
foreign currency position strengthened 
markedly towards the end of last 
year. 

Mr Gierek has continued to consolidate 
his position as party leader since he 
succeeded Mr Gomulka in December, 
1970. The new government came into 
being after widespread discontent arising 
from the former regime’s neglect of con¬ 
sumer’s interests. IJs isolation from, or ai 
any rate indifference to, public opinion 
and the imposition of very steep increases 



how, to be combined with a tight political j 
control. : i 

_ ■] 

Under the revised plan for the current , 
five years, investmen* in consumer goods * 
is to be increased by 60 per cent, exceeding 
for the first time proposed expenditure ; 
on heavy industry. Within heavy industry, 1 
investment is to be increased by 50 per 
cent with greater emphasis on special cate¬ 
gories such as electronics, electrical and 1 
building machinery, computers, medical 
equipment and engines. The Comecon, 
Investment Bank has granted Poland some ' 

8 16 million to build three factories for the ' 
output of precision machinery, small clcc- : 
trie cars and parts. Spending on services 
is also to be expanded by just over a 
half with redeployment of the surplus ! 
labour which should be released by mccha- : 
nisaiion. This is in interesting contrast ' 
to what goes on in many capitalist coun¬ 
tries, where redundant workers, expect 
adequate unemployment pay to compen¬ 
sate them for lost jobs rather than that 
they should learn new techniques and take 
new jobs in new industries. In the con¬ 
sumer sector, an important project is the 
production, under licence front Fiat, of a ' 
new small car which is to come on to the 
market in 1974; an initial output of 150,000' 
a year is planned eventually to reach 
300,000 a year. ' 


should develop from a considerably 
strengthened base. 

In an effort to encourage farm output, 
prices paid to producers of beef and milk 
were raised last year and the previous 
scheme of compulsory deliveries of pro¬ 
duce was discarded in favour of long-term 
contracts. With a world shortage of 
beef, Polish farmers who concentrate on 
fat 9 tock should do well in the next year 
or two. In addition, special tax reductions 
for the purchase of land have been 
announced—it is estimated that two 
million acres are unused because people 
are reluctant to create large farms, doubt¬ 
less from fear of attracting attention 
as being “too rich for a socialist state” 
and drawing down confiscatory taxes on 
themselves. Some 85 per cent of cultivat¬ 
ed land in Poland remains privately own¬ 
ed, and although there are some 250 acre 
holdings, the average is only 12 acres. 
Following two disastrous years, when 


in the price of basic foodstuffs culminated 
in serious riots in the Baltic ports and the 
threat of a national strike. “Technocrats” 
and experienced managers are now play¬ 
ing a much more important role in plan¬ 
ning and there had been a gradual stream¬ 
lining of Communist Party membership, 
partly because the new administration 
took over within the framework of the 
party, and there was no threat of ‘counter¬ 
revolution’, and partly because the impe¬ 
tus for political change came from the 
workers— not from suspect academics or 
professionals —it has so far been supported 
by the Soviet Union, both politically and 
financially. However, no erosion of party 
authority over the economy (on the 
Hungarian model) is likely to get Soviet 
backing. Any change to a more realistic 
economic approach, necessary if Poland 
is to carry through its industrial and 
technical revolution with resources limit¬ 
ed by a basic dependence on an inefficient 
agricultural system, will have, some- 


Social conditions 

The most urgent social problem facing 
the Polish authorities is the acute housing 
shortage—at least one million families are ; 
estimated to be on waiting lists for flats. 1 
It is hoped to complete 1,075,000 dwellings 
during the plan, an increase of a quarter. 
compared with the previous five-year pro¬ 
gramme. Real incomes have arisen more j 
slowly in Poland over the past decade ■ 
than in any other Comecon country; t ; 
under the 1971-75 plan, however, there is ! 
to be an increase of nearly a fifth, com- * 
pared with a rise of less than nine per cent 
in the previous programme. Indeed, per- ! 
sonal incomes expanded much more rapid¬ 
ly than industrial output in the first three 
quarters of last year, partly as a result of; 
increased pensions and family allowances, 
partly because of increases of up to 30 
per cent for lower workers, and partly be¬ 
cause of a substantial increase in contract? 
prices paid to farmers. In contrast, a Soviet^ 
loan granted to the present administration^ 
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early in 1971 made it possible for food 
prices to be adjusted in March 1972, to 
the levels prevailing before the increases 
imposed in December, 1970. 

Trade Figures (in $ million) 



Exports 

Imports 

Balance 

1968 

2,858 

2,853 

'1-5 

1969 

3,144 

3,210 

—66 

1970 

3,547 

3,605 

—60 


Imports from the west arc planned to 
expand rapidly over the next few years and 
there is also to be more co-operation with 
western firms in industrial ventures. A 
more selective import policy gives priority 
to the purchase of technical equipment, 
grain and fodder concentrates, raw mate¬ 
rials and consumer durables; imports of 
consumer goods and food products arc to 
increase by 75 per cent, compared with a 
total growth in imports of 60 per cent. 

Concern over UK’s action 

A trade agreement, signed with the 
United Kingdom in April, 1971, is to run 
until the end of 1974, and several large 
contracts are being negotiated with British 
companies. There is, however, concern 
over the effect of British entry into the 
European Economic Community on 
Poland’s traditionally large market in the 
UK for agricultural produce, particularly 
ham, bacon, eggs and butter; it is expected 
that earnings from these will fall by 
some £20 million. Nevertheless, UK 
suppliers are offered major opportunities 
to provide plant and equipment, industrial 
processes under licence and consumer 
goods. An important ten-year contract 
was agreed in 1971 after several years of 
intensive negotiation with British Petro¬ 
leum for the supply of three million tons 
of crude oil annually. The high cost of 
transport of oil from the USSR, together 
with mounting demands on. Soviet supplies, 
has been reflected recently in Polish 
measures to diversify sources of supply; 
in addition, a second refinery with a capa¬ 
city of six million tons a year is being built 
at Gdansk to supplement the ten million 
tons a year refinery at Plock and a third 
will be needed before the end of the 1970s. 

Import requirements must be approved 
by the planning authorities. Commercial 
transactions with nart-communist coun¬ 
tries are conducted through government 
foreign trade organisations to which the 
necessary foreign exchange is made avail¬ 
able. 

There are no difficulties with payments 

I 
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for exports to Poland, provided the terms 
of Contracts are strictly observed. 

II 

China 

The new foreign policy of China, re¬ 
flected, for example, in the visit of 
President Nixon to Peking, is one indica¬ 
tion that policies associated with the 
“Cultural Revolution'’ have declined in 
importance, although the new political 
pattern is still unclear. During 1971, how¬ 
ever, there were a number of signs that a 
reform of the administrative structure was 
under way and the names of several new 
ministers were announced. 

There are indications that the economy 
has now recovered ground lost during the 
“Cultural Revolution”; indeed it may be 
moving ahead rapidly. Figures calculated 
in Japan suggest that China’s national in¬ 
come grew by 10 per cent in 1970, and 
figures announced for 1971 show that the 
output of steel reached 21 million tons 
compared to 18 million tons for 1970, 
while the output of crude oil and of che¬ 
mical fertilisers rose by 27 and 20 per cent 
respectively. Last year marked the begin¬ 
ning of China’s fourth five-year Plan. 
No official programme for the period has 
been published but it became apparent 
from comment during the year that agri¬ 
culture and large-scale industry are to 
receive priority and that emphasis upon 
basic heavy industry is to be given at the 
expense of previously important light in¬ 
dustries such as electronics. There have 
also been indications that it is hoped to 
make each area self-sufficient in major 
industrial products such as iron, s',cel 
and chemicals. This may reflect difficul¬ 
ties in matching supply to demand, 
but it also suggests that the govern¬ 
ment is still very concerned with defence. 

Coal remains the main source of energy 
but the output of crude oil has increased 
and the chief fields appear to be expanding 
output considerably. The bottleneck to the 
building up of a petro-chcmical industry 
may therefore occur in refining, which is 
believed at present to have a capacity of 
some ten million tons per annum. Attempts 
are also being made to build up a modern 
and comprehensive transport system, while 
in the textile sector a man-made fibre 
industry is developing quickly. 

Agriculture remains China’s largest 
industry and figures released recently sug¬ 
gest that grain production for 1971 
reached 246 million tons compared with 
240 million tons for 1970 against estimates 
of 200 million tons per annum in the second 
half of the 1960s. Overall it has been 
estimated that for 1970 agricultural pro- 
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duction rose by some 10 per cent which 
because the increase in grain output for 
that year was only 2 to 3 per cent, suggests 
that substantial gains were made in live¬ 
stock, market gardening and other crops. 
Despite increased production, however, 
the import of agricultural crops, such as 
wheat, is expected to continue. 

The period to 1980 is seen as one for the 
mechanisation of agriculture in order that 
progress should not be slowed as the 
once-for-all benefits to be obtained from 
irrigating new crops, such as winter wheat, 
and better agricultural practice are gained. 
So that this may be achieved, however, 
a laiger part of the surplus now arising 
from agriculture must be ploughed back 
into investment in the rural areas. Allied 
to this problem is the form of social orga¬ 
nisation which is best suited to current 
farming needs and strategy. The growing 
surplus in many communes is provoking 
a crisis, because these centres wish to retain, 
a larger proportion for themselves; this 
appears to be contrary to official policy 
and may also act as a deterrent to growth 
in the long term. A debate as to the policy 
to be adopted is continuing, but the need 
to ensure that agricultural output contnues 
to expand is likely to entail during the 
period of mechanisation, up to 1980, the 
introduction of some form of incentive 
system. 

Finance and banking 

The financial and banking sector of the 
economy functions only within the context 
of the pattern of national planning and it 
appears that the central government is 
urging self-financing for each district 
and that profits from one enterprise should 
be used as capital investment in another 
venture. The control by the government 
of much of the economic life of the coun¬ 
try means that standard western financial 
methods of accounting capital allocation 
and the measurement of efficiency are not 
applicable to China, but it is thought that 
the new economic Plan has sought to in¬ 
troduce economic accounting and invest¬ 
ment appraisal, thus putting capital 
spending under tighter review. There has 
also been criticism of banks for failing to 
supervise strictly the activities of organisa¬ 
tions to which they were lending money. 

I should have thought that Mr A. N. 
Banerjee, Director General of the Indian 
Bureau of Public Enterprises, [who was 
reported on page 1057 of Eastern 
Economist dated May 26, as revealing that 
the gross return on the total capital em¬ 
ployed in India’s state enterprises was 3.9 
per cent before provision of interest and 
taxes on profits wherever (sic!) made] 
might be interested to compare notes with 
his Chinese opposite number to ascertain 
whieh of the two was losing most public 
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money in tbe shortest time. 

The amount slated for investment to 
carry out tbe new Plan ensures that the 
demand for capital will exceed supply for 
some considerable period. Because nation¬ 
al revenue depends largely upon profits 
from states enterprises which supply some 
90 per cent of the budget revenue (no per¬ 
sonal taxes exist), the amount of caoital 
investment which the government can 
provide by itself is therefore unlikely to be 
capable of being increased greatly without 
upsetting the current price structure. The 
function of the banking system as a 
collector of personal savings is likely 
therefore to be more important than ever. 

All foreign trade is managed by the 
government through a Ministry of Foreign 
Trade and is, therefore, politically con¬ 
trolled. Although China issues no figures 
on trade, it is estimated that in 1970 
foreign trade reached $4,000 million, a 
rise of 8 to 10 per cent on 1969 levels, but 
estimates of the 1971 total suggest that the 
level fell by about three per cenf. In part 
this repress ts a lower level of wheat im¬ 
ports, especially from Australia, during 
the year. It is thought that in recent years 
imports have exceeded exports although 
the reduction in grain imports during 1971 
may have given rise to a surplus for that 
year. 


A large part of trade is conducted via 
tbe Chinese Commodities Fair, which is 
held twice yearly. In case you thought of 
going, I must point out that only business¬ 
men officially invited can attend. Foreign 
businessmen attending during 1971 came 
from some ninety countries. Despi'e the 
recent more favourable climate for trade, 
China continues to watch political attitud¬ 
es towards herself and conditions have 
been laid down for trade with both the 
USA and Japan. Recently, there has 
been an attempt to extend the trade carri¬ 
ed on in renminbi; it is not linked to gold 
but its stability in contrast to the currencies 
of other countries is being emphasised and 
there is growing pressure to draw up 
trade contracts in the currency. The ability 
of Chinese banks in Macao and Hong 
Kong to open savings accounts with capital 
and interest payable and repayable in 
Hong Kong dollars or renminbi may indi¬ 
cate that China intends the currency to 
circulate outside China as well as being 
used as a unit of account. 

The performance of British exporters to 
China nas been disappointing, especially 
during 1971, but the appointment of en 
ambassador to China should help a revival 
of trade. The main commodities exported 
to China in the past have been manu¬ 
factured goods, non-ferrous metals and 
machinery and transport equipment. The 


present amounts of electrical 'machinery 
and chemicals exported to China suggest, 
however, that an expansion of trade in 
these goods is possible. A plan for a 
trade exhibition in Peking during 1973 
could provide the opportunities to enter 
the market for firms so far without trade 
links, and some five hundred British firms 
have already expressed interest. In the 
longer term, the Chinese desire to keep 
trade with each country in approximate 
balance may limit the expansion of British 
exports, because Britain may find it diffi¬ 
cult to raise imports from China either 
rapidly or by sufficient amounts; this- 
problem is not, of course, special to the. 
UK but applies )o all countries ready tc. 
trade with China. I 

Import requirements are decided by the 
authorities, and all foreign trade is con-, 
ducted through state trading corporations 
There are no difficulties with payments 
for exports to China, provided the terms ol. 
contracts are strictly observed. , 

Sources and acknowledgements : Tht-' 
foregoing summarises two reports kind]; 
sent me on your behalf bv the Economii 
Intelligence Department of Barclays Banl 1 
(54 Lombard St., London EC3P: 3AH': 
but the bank is responsible neither for th«' 
emphasis of my summary nor for m; 
occasionally outrageous comments, basei 
on a variety of sources. 
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The progress of VAT 


One of the most deep-reaching and inti¬ 
mate changes that is being wrought in 
western Europe by the coming rearrange* 
ment of its economic grouping is a new 
system of taxation. This new system is 
no new device to “soak the rich” or to 
make such homely relaxations as smoking, 
drinking or entertainment more expensive 
as a slight disincentive but one that will 
effect every man and woman in the coun¬ 
tries adopting it. The Value Added Tax, 
as it is called in English, or VAT, was 
invented—as were many Market devices— 
in France and bears all the coldly logical 
characteristics of that country. It is due 
to be billy operative in all Common Mar¬ 
ket countries and those in west Europe 
which have association with it by January 
! next year. 

* i far nine countries have already 
adopted VAT, the latest being Austria 
whose Parliament adopted it recently. 
According to the Common Market direct¬ 
ives all member countries were to have 
introduced the tax by January 1, 1970, 
but there have been laggards, notably 
Italy which has not introduced VAT, or 
any equivalent of it, yet. 

There are many variations in the form 
af Value Added Tax adopted, but 
'.he general effect is to make every- 
Jay life more expensive for the poorest 
is well as the richer. In Austria it 
s estimated VAT or Mehr wertsteucr 
is it is known in German, may 
\iisc the cost of living by 16 per cent’; 
dnee official estimates of this type are 
jsually on the optimistic side, jt is reason- 
tble to think all who live in Austria will 
ic paying out one-fiflh more for many 
irticles next year than they are at present. 
The effect in Norway which introduced 
he tax on time in 1970. is even more 
sxpensive and France itself carries the 
mus of its own invention by a standard 
ax as high as 23 per cent. 

The result of the new form of taxation 
uries considerably according to the exact 
orm in which it has been adopted. Lucky 
juxemburg, that smallest member of the 
Market and tiniest component of the Low 
Tountrics that fairly rolls in prosperity, 
cts away with a standard tax of only eight 
•er cent and as low as four per cent on 
tany articles. Federal Germany, not quite 
o prosperous, takes the tax as high as 11 
er cent and as low as 5.5 per cent, Holland 
.arics between 14 per cent and four per 
,;nt while Belgium and Sweden take the 
|as high as 18 per cent. 


There is much variation between coun¬ 
try and country in method of applying 
the tax and the Market directives leave 
much room for choice of administrative 
application. There arc luxury and reduced 
rates, some exceptions for small businesses 
if governments choose to adopt them (some 
have not), some special treatment for agri¬ 
culture and some latitude for transitional 
measures while the tax is being brought 
into operation. Everywhere the cost of 
introducing the new tax and adapting 
government methods to it are considerable; 
in Austria, for example, the cost will be 
about £33.j million. 

According to the Common Market rules 
the tax need only go as far as the whole¬ 
sale stage, but many countries are taking 
it to the whole scale of mercantile opera¬ 
tions in order to avoid confusion in work¬ 
ing more than one system of government 
charges on sales. France, where the Value 
Added Tax was introduced first in 1954, 
it was applied first to the wholesale stage 
of manufacturing and merchandise and 
extended to the retail stage only in 1968. 
A year earlier Denmark had brought the 
VAT system of taxation into full opera¬ 
tion at all stages, being the first country 
to do so and two other Scandinavian coun¬ 
tries have done the same since. Only 
Finland in northern Furope remains out¬ 
side the VAT system. 

While the VAT system results in general 
in a higher cost of living its purposes arc 
generally unexceptional. It is essentially 
a means of rationalising the indirect tax 
system and replaces a whole range of other 
taxes. One reason why Italy is so laggard 
in coming into line with a Value Added 
Tax is that it has so wide a range of small 
and complicated taxes that their replace¬ 
ment is a matter of major difficulty, espe¬ 
cially at a time when politics are in a 
confused condition ana the country is 
without a political government for weeks 
on end. 

The French, Belgian and Germans have 
swept away a medley of indirect taxes 
which means that the expense involved in 
introducing the tax administratively will 
fairly soon be recovered in saving the cost 
of collecting these many and often trouble¬ 
some smaller taxes. The Value Added Tax 
system, also, allows a whole range of tax 
rebates on purchases which the earlier 
taxes did not allow at all. Taxes levied 
at wholesale and retail stage (such as pur¬ 
chase tax) will disappear, but the more the 
number of slages of production for a 
product the heavier the new tax burden will 


be. Value added charges on luxuries 
will be high and those on everyday neces¬ 
sities relatively, but not essentially, low. 

The greatest benefit deriving from the 
new style of tax system—whatever the 
variations adopted in its practicing coun¬ 
tries—will be its incentive to export Ex¬ 
porters can reclaim the tax on their pur¬ 
chases and sell their products and services 
abroad tax free. Food is usually taxed 
but ships and aircraft, since they are 
mostly sold to foreign countries or used 
for foreign trade, arc VAT tax free. 

Reliefs vary from one country to another 
but generally favourable treatment in the 
form of either exemption or reduced rates 
is given to food of th more essential types, 
to housing, transport, to some social and 
medical services and, in places, to power 
supplies and communications. The French, 
Belgian and the Irish are esjpccially severe 
with luxuries, among which ranks the 
motor car- the Dutch, with a combined 
standard and special tax rate, charge 32 
per cent on the purchase price of cars. 
West Europe, with fairly highly developed 
public transport services (though the degree 
of development varies widely) still regards 
it motor car as a luxury while many own¬ 
ers find them a necessity. Since most cars 
are used in cities the most appropriate 
standard for comparison is the urban bus 
and tram service which remains in many 
cities inadequate, crowded and some ten 
times as slow as moving by car, despite 
traffic jams. 

The value of the Value Added Tax to 
the consumer remains to be proved over 
along period; immediately, he does not 
benefit and is often a loser. Its value to 
the export services of industry and com¬ 
merce will be considerable and there is 
advantage in having a relatively uniform 
system and philosophy of taxation in the 
Common Market area and among its 
nearest associates. Within the European 
Community, when full Value Added Tax 
harmonisation has been achieved, the tax 
will always be paid within the country in 
which it arises; only those outside the 
Market area will help pay the tax on 
merchandise they buy from Common 
Market suppliers. The tax revenue from 
VAT will provide varying percentages Jo 
the total tax revenue of its operating coun¬ 
tries—from a small 10 per cent of the 
total tax revenue of Sweden to 26 per cent 
in neighbouring Norway, 16 per cent in 
Germany and nearly a quarter of France’s 
overall tax earnings. 
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dent Editor of TJte Statesman in New 
Delhi (who is perhaps better known as the 
author of Between the that interes¬ 

ting gossipy peep into the green room 
of New Delhi politics in the immediate 
post-Nehru years) published last week 
another bit of "Between the Lines” stuff 
in his column for his newspaper. He 
wrote that the reshuffle of the central 
cabinet was .being delayed because the 
Prime Minister was having difficulty in 
persuading Mr V. V. Giri to step down 
from his office in favour of Mr Jagjivan 
Ram. Mr Nayar suggested that a deal 
of sorts was being mooted and that a 
proposal was in fact made to the Pre¬ 
sident of India that, in return for his 
complying with the wishes of Mrs 
Gandhi, the latter would be prepared 
to consider offering a place in the 
council of ministers to one of the Giri 
sons who happens to be a member of the 
Lok Sabha. Never one to let go an oppor¬ 
tunity of adding extra spice to whatever 
he may be dishing out, Mr Nayar thought¬ 
fully said that Mr Giri was insisting on 
his son being made a minister first. 

This story was denied within hours of 
its publication by a spokesman of the 
Rashtrapati Bhavan who characterised 
4< Mr Nayar’s report as totally false and 
irresponsible”, adding for good measure 
that the idea was too ridiculous to call 
for comment. 1 beg to differ so far as 
the last part of the stricture is concerned. 
There is certainly nothing ridiculous about 
the notion itself. Whether Mr Nayar's 
story is true or not—its veracity has been 
challenged on behalf of the President— 
it undoubtedly has the ring of truth. 
To start with, from the Prime Minister's 
point of view, Mr Giri had served her 
political strategy and purpose as soon as 
he got elected as President. It is possible 
that the time has come when he could be 
useful to her once more only by helping 
to create a vacancy in Rashtrapati 
Bhavan. Mr Jagjivan Ram succeeding 
Mr Giri sooner rather than later is an 
idea which must clearly appeal to the 
Prime Minister. 

The Constitution prescribes only the 
maximum period tor a presidential term. 
It is therefore open to the holder of this 
office to give it up or be persuaded to 
give it up at any time. Mrs Gandhi, 
moreover, has been evolving in terms of 
her own person and authority a presiden¬ 


tial form of government for all practical 
purposes. In the circumstances there 
is political sense in a situation in 
which the President is to be deemed to 
hold office at the pleasure of the Prime 
Minister. This is an amendment of the 
Constitution which applies to the spirit 
and not the letter of that document. It 
can therefore be effected not only in an 
informal manner, but without a single 
word being articulated to that effect. 
This, of course, is a great convenience for 
there is no need here for the time of the 
legislature to be spent on amending Article 
75 of the Constitution. 

Mr Kuldip Nayar's insinuation actual¬ 
ly, it is more open and direct than that- 
that an inducement had to be thought of 
to bring about the change in the tenancy 
of the Rashtrapati Bhavan which the 
Prime Minister desired, is one which was 
bound to be indignantly challenged, as 
indeed it was. But here, again, even if 
the allegation is untrue, can it be said that 
the idea itself is wholly fanciful ? I am not 
dealing here cither with the private ethics 
or the public morality of it. The question 
1 am concerned with is that the notion 
itself cannot be easily dismissed as fantas¬ 
tic, given the quality of contemporary 
politics and the wheeling dealing that has 
been going on. It has been a com¬ 
mon occurrence for instance for decrepit 
or discredited politicians to beg for 
governorships and get them too. There is 
a number of cases on record where it has 
become impossible to prize a governor 
out of his post although he has been 
occupying it for donkey years. In this 
state of public morals or manners, if the 
Prime Minister were to ask the President 
to do her what is more or less a favour, 
why should the President do it free, gratis 
and lor nothing/ Incidentally, Mr Kuldip 
Nayar's report was not without a touch 
of verisimilitude. Mr Shankar Giri, MP 
and son of the President, did meet the 
Prime Minister a few days before she 
went on her recent visit to certain coun¬ 
tries in Europe. There was speculation 
at the time that this might have been in 
connection with possible changes in the 
council of ministers or, did she call him to 
her presence only for giving him a piece 
of her mind/ 

Mr E.V..Ramaswami,the 

famous •‘Periyar" of “Dravida Kazha- 
gam” and four of his followers, who were 
prosecuted for taking out a procession 
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in which the images of Hindu gods were 
shown in obscene pictures and beaten 
with shoes to the accompaniment of 
abuses and offensive slogans* were acquit¬ 
ted last week by the District Magistrate of 
Salem who had tried the case. I am not 
going into the merits of the verdict but I 
must say that 1 am surprised at the obser¬ 
vation in the judgment that the inten¬ 
tion of the procession was not to wound 
religious feelings. “Periyar” should certa¬ 
inly be laughing in his nonagenarian beard. 
As a practising and preaching atheist the 
founder and leader of “Dravida Kazha- 
gam” has always been relying on shock' 
tactics. For him the medium has always 
been the message. Neither the details ot; 
the procession nor the responsibility of: 
‘‘Periyar” and his followers lor this affair 1 
has been in dispute and since the prose¬ 
cution itself owes a great deal to the pri¬ 
vate initiative of individuals who have 1 
professed and testified to their religious 
feelings being hurt, it is rather intriguing 
that the learned district magistrate should' 
have raised the issue of “intention” and| 
decided it in favour of the accused. It : 
seems to me that even the ‘‘Dravida 
Kazhagam” leader's boundless ingenuity 
will be greatly strained if he were to 1 
make the courts take him seriously. j 
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.joint Sector 

i'liiz scope of the joint sector 
i industry is proposed lo be 
learly spelt out in the new 
ldustrial policy resolution 
/Inch is currently under pre- 
aration. Disclosing this to 
cwsmen, the Minister for 
adustrial Development, Mr 
■loinul Haquc Chaudhury, 
ated here last week that his 
linistry had prepared a basic 
aper for amending the present 
.uluslrial policy resolution, 
‘he Planning Commission had 
Jso prepared a paper reacting 
y the draft of the Ministry of 
ldustrial Development. The 
tatter would go shortly to the 
ommittee of Secretaries for 
pnsideration. Thereafter, it 
■ould be taken up by the 
nion cabinet. 

! With a view to attuning the 
rogrammes of industrialisa- 
on to the proposed emphasis 

1 the fifth Plan on the produc- 
on of basic necessities of life, 
ic list of industries in which 
jere was scope for further 
rowth, Mr Chaudhury said, 
ould be revised in the near 
.tture. In drawing up the new 
St, both the existing and the 
haitipated shortages of the 
ems of general consumption 
jould be taken into considera- 
on. No Luxury item would 

2 included in this list. 

f Jck ward Areas 

For fostering industrialisa- 
Sn of backward areas, Mr 
haudhury revealed, the 
Svernment was considering 
creasing the number of back¬ 
ward districts for which special 
mccssions were available, 
pm two to six in the less 
‘dustrialiscd states and from 
ic to three in the advanced 
.'ites. The total number of 
kwarddistricts to be accord- 
$pcciai treatment, thus. 


would go up from 44 at pre¬ 
sent to about 100. 

Another significant measure 
under consideration in this 
connect ion, Mr Chaudhury 
stated, was that the central 
subsidy of 10 per cent which 
was currently available for in¬ 
vestment in a unit in a back¬ 
ward district up to the level of 
Rs 50 lakhs, would be made 
available for projects involving 
investments of more than Rs 50 
lakhs, in these cases, the sub¬ 
sidy, however, would be limited 
to Rs five lakhs. An Addition¬ 
al Secretary was being put 
incharge of the backward areas 
to keep a close watch on their 
development. All the back¬ 
ward districts would be sur¬ 
veyed for their industrial poten¬ 
tial in about 18 months. In 
course of time, all the districts 
in the country would be sur¬ 
veyed with a view to identifying 
the particular industries which 
can be developed there on the 
basis of the local resources 

Licensing Procedures 

Mr Chaudhury indicated that 
he would be convening a con¬ 
ference of the state industries 
ministers in the last week of 
July for an exchange of views 
on the bottlenecks in the way of 
industrial growth. Several 
steps, he said, had been decid¬ 
ed upon to speed up the clear¬ 
ance of applications for letters 
of intent and industrial licences 
as well as their implementa¬ 
tion. In view of the rapid 
increase in the number of 
applicants for letters of intent 
and industrial licences cur¬ 
rently despite the grant of 
exemption from licences to 
investment proposals upto Rs 
one crore in terms of the 1970 
revision of the industrial policy 
resolution, the number of 
these applicants was about 
three times the figure nearly 
two years ago -Mr Chaudhury 


added that it had been deoided 
that the licensing committee 
should meet once a week, 
instead of once a fortnight, 
and at least 75 cases should 
be cleared at every meeting. 
He was also thinking of increas¬ 
ing the strength of the staff 
who deals with these applica¬ 
tions so that the applications 
were speedily processed and 
cleared* 

In the interest of expedi¬ 
tious conversion of letters of 
intent into industrial licences, 
Mr Chaudhury observed that 
it was proposed to reduce the 
period for the submission of 
the applications for capital 
goods licences from one year 
to three months of the grant 
of the letters of intent. A sub¬ 
committee had been set up to 
consider whether the present 
procedure of advertising the 
requirements of capital equip¬ 
ment so as to find out whether 
they could be met from indige¬ 
nous sources, could be waived 
in cases in which the non¬ 
availability of equipment from 
domestic sources was well 
known. 

The Directorate-General of 
Technical Development was 
also proposed to be oriented 
more towards development 
work. It was envisaged to be 
relieved, through computerisa¬ 
tion, of excessive statistical 
work. 

The follow-up aetjon on 
letters of intent and industrial 
licences, Mr Chaudhury said, 
was proposed to be intensified. 
A special committee was being 
set up to identify the hurdles 
in the way of implementation 
of letters of inent and indus¬ 
trial licences industry-wise so 
that the union Ministry of 
Industrial Development was 
able to devise ways and means 
to overcome these hurdles. 

Foreign Collaborations 

Mr Chaudhury refuted the 
allegation that he was liberal 
in granting foreign collabora¬ 
tion arrangements. Siftce the 
number of applications for 
industrial licences had multi¬ 
plied fast during the past two 
years, , the number of foreign 
collaboration proposals, he 
thought, could be expected to 
go up. However, the percent¬ 
age of collaborations allowed 


to the total number of applica¬ 
tions for letters of intent and 
industrial licences, he stressed, 
remained about the same. Mr 
Chaudhury further ^pointed 
out that as we were going into 
more sophisticated lines of 
production, collaboration with 
foreign countries had to be 
allowed. 

Advisory Council 

The Central Advisory 
Council for Industries, Mr 
Chaudhury disclosed, would 
soon be reconstituted. Its 
complexion was proposed to be 
changed to reflect the present 
situation in the countiy. The 
representation of the private 
sector in this council was en¬ 
visaged to be reduced from 10 to 
six. The new council would 
consist of six representatives 
of the private sector, three of 
the joint sector, three of the 
public sector, three of the small- 
scale sector, six labour repre¬ 
sentatives, one representative 
of the backward areas, two re¬ 
presentatives of financial ins¬ 
titutions, one consultant, one 
economist, two members of 
Parliament and two representa¬ 
tives of consumers. 

Refinery at Mathura 

The government of India 
has decided to locate the pro¬ 
posed 6-million tonne oil 
refinery at Mathura, 130 kms 
south of Delhi. Location of the 
refinery at Mathura offers some 
excellent advantages since the 
town is connected by broad 
gauge as well as metre gauge 
train systems and has good 
road links with the rest of the 
north-west region. Product 
movement in all directions, in¬ 
cluding towards Delhi will be 
facilitated by the multi-track 
rail system and by the network 
of roads. 

The location which gives 
maximum economic advan¬ 
tage, will also benefit adjoining 
regions of Rajasthan and 
Madhya Pradesh. 

The Indian Oil Corporation 
which considered several loca¬ 
tions from the techno- 
economic and logistical angles 
after the Planning Commission 
had approved in principle the 
establishment of a new 
refinery in the north-west re- 
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gion, is being asked to take up 
this project on high priority. 

On the basis of demand pro¬ 
jections for 1978, the refinery 
is being designed for a capacity 
of 6-million tonnes. This will 
make the north-west refinery 
the largest in the country. The 
: refinery will produce every year 
1495,000 tonnes of motor spirit, 
369,000 tonnes of naphtha, 
1723,000 tonnes of high speed 
diesel oil, 1576,000 tonnes of 
kerosene oil, 90,000 tonnes of 
light diesel oil, 820,000 tonnes 
.of furnace oil including ferti¬ 
liser feed stocks, 50,000 tonnes 
’.of L.P.G., and 278,000 tonnes 
; of bitumen. 

i The refinery is being de¬ 
signed with sufficient flexibility 
,to use one or more of several 
typical. Middle-East crudes 
.including India’s share in Rus- 
;tom and Raksh crude oils. The 
.import of crude will be through 
a single buoy mooring off¬ 
shore terminal in the Gulf of 
;Kutch which will be the first 
jsuch off-shore terminal in the 
.country. The terminal with a 
, deep draught will be capable of 
.receiving some of the largest 
;tankers of upto 300,000 tonne 
f capacity and will have ideal 
.protection from weather condi¬ 
tions. The utilisation of large 
.size tankers will offer maxi- 
imam economies in ocean 
[freight transportation costs. 

A 1200 km pipeline will 
bring the imported crude from 
the terminal to the refinery. 
'The loogest crude oil pipeline, 
it will on the way have the larg¬ 
est diametre of 24-30 inches 
and will also feed the Koyali 
jRenfiery near Baroda through a 
d65 km long branch line. 

The total investment on the 
refinery, pipelines, off-shore 
terminal and on-shore facili¬ 
ties on the basis of tentative 
estimates is likely to be Rs 
161.15 crores including the 
foreign exchange component 
V>f Rs 30.9 crores. The refinery 
’excluding townships) is like¬ 
ly to cost Rs 78.70 crores and 
!.he pipelines Rs 74.9 crores. 
•fhe investment on off-shore 
terminal is expected to be 
Rs 2.9 crores. Another Rs 4.65 
;rores are likely to be spent on 
l m-shore facilities. 

... A special feature of the re- 
i jnery will be the likely provi¬ 
sion of 1-miliion tonne Hydro- 


Cracker invdfvMg sophisticat¬ 
ed technology to convert heavy 
oils into mop} valuable middle 
distillates ft# which there is 
a large and. growing demand 
in the north-west region. 
The Hydro-Cracker will en¬ 
able the refinery to produce as 
much as 57 per cent middle 
distillates as compared to an 
average of 47 per cent being 
obtained now. The first of its 
kind in the country, the Hydro- 
Cracker would pave the way 
for acquiring technical know¬ 
how and expertise in this sophi¬ 
sticated field so that more such 
Hydro-Crackers can be put 
put up as and when necessary. 
The Fuel Policy Committee 
also has specially recommend¬ 
ed increasing installation of 
Hydro-Crackers. 

The refinery will be able to 
feed four to six fertiliser plants. 
Naphtha from this refinery 
will meet essential needs of the 
large fertiliser factory at 
Kanpur to the east and at 
Kotah to the south of Mathura. 
The refinery will also produce 
feed stock for the Nangal 
Fertiliser Factory and for 
other fertiliser units which may 
be established in the region. 

Pound Sterling Floats 

Britain let the pound ster¬ 
ling float freely on the world 
markets on June 23, in the hope 
of stopping flow of funds 
from its national reserves. A 
day earlier Britain had raised its 
Bank Rate from five to six per 
cent to attract hot many. For 
the time being the pound will 
no longer be firmly tied to the 
dollar and the currencies of 
the European Common Market 
members. This step is similar 
to the one taken by President 
Nixon in the dollar crisis of 
August last year. 

For almost a week,the pound 
was under intense pressure 
following rumours of appro¬ 
aching devaluation. During 
the week, large amounts had 
been poured out of the Trea¬ 
sury’s reserves to prop up the 
pound at its agreed floor level 
of *2.58. 

Mr Anthony Barber, Chan¬ 
cellor of the Exchequer, stated 
in the House of Commons that 
the lack of confidence in the 
pound was unjustified. There 
was nothing in the objective 


facts of Britain’s balance of 
payments of the level of its 
reserves to justify the flight of 
interaationtu capital. 

Mr Barber also told the 
House of Commons that an¬ 
other measure taken was to re¬ 
strict capital movements from 
Britain to sterling area coun¬ 
tries so as to close any loophole 
for speculative outflow. 

The rupee is pegged to the 


pound,. especially after the 
December 1971 agreement 
among the group of Ten richer 
countries which involved de¬ 
valuation of the dollar. Offl- 
> ejal circles in this county 
would prefer to wait and 
see what effect the decision 
to float the pound has on 
speculative tendencies. To flu 
extent the rupee is linked tc 
sterling, a downward float ol 
pound means that the rupet 
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pcs with the found. The 
(change rate off the rupee 
is-a-vis the. pousjtl was fixed 
l Re 18.9(577 4 December 

ast. ■ 

japan Lowers Bank Rate 

Japan has lowered its official 
Bank Rate by halt per cent to 
1.2S per cent, its lowest 
post war level. The reduction 
is supposed to be a step by 
the Japanese government to 
avert international pressure for 
another yen revaluation. The 
banking circles havi hailed 
it as opening a new era in the 
nation’s financial history, as 
for the first time since World 
War 11 Japan has a lower 
Bank Rate than the United 
States, which is currently 4.5 
per cent. The cut in the rate 
is the sixth since October 1970 
when it stood at 6.25 per cent. 

Building Our Warships 

India has built her first war- 
ship-INS Nilgiri which takes 
its place among the 36 Leander 
class frigates in the world to* 
day. The UK being the pioneer, 
naturally has the largest number 
(25), followed by Holland (6) 
and Australia and New Zea¬ 
land (two each). India thus 
becomes the member of 
this club, but its special 
pride must be in having built 
it herself with indigenous com¬ 
ponents up to 53 per cent. 
Although built in collaboration 
with Messrs Vickers Ltd and 
Yarrow (Shipbuilders) Ltd, 
the construction was done 
essentially with Indian know¬ 
how and Indian labour and in 
the Indian shipyard, viz., the 
Mazagon Dock Ltd (MDL). 
The shipyard has acquitted 
itself creditably on this preci¬ 
sion job, although tlie commis¬ 
sioning of INS Nilgiri has 
been delayed by seven months. 
Prime Minister Indira Gandhi, 
who laid the keel in October, 
1968 and commissioned the 
frigate on June 3, 1972, how¬ 
ever did not seem disappointed 
by this delay. On the contrary, 
she conplimented Rear Admiral 
B.A. Samson, Director of 
MDL, for making a good 
job of it and conferred on 
him the honorary rank of a 
Vice-Admiral. 

According to MDL sources, 
INS Nilgiri has cost Rs 18.50 


crores, of which only 50 per 
cent., i.e. Rs 9.75 crores, 
represents the forign exchange 
spent, whereas a similar fri¬ 
gate, if it had been ordered 
from abroad, would have cost 
Rs 21 crores, all in foreign 
exchcange. 

Abolition of Special 
Trade Account 

Czechoslovakia has agreed 
to abolish the special trade 
account in India which entitles 
it to purchase goods other than 
those covered m the trade plan. 
There will be only one trade 
account and one trade plan 
between the two countries in 
future. The Czech Prime Mini¬ 
ster, Dr Lubomir Strougal, 
agreed to this suggestion of 
Prime Minister Indira Gandhi 
who during her recent visit |to 
Czechoslovakia, pointed out 
that it was imposing a heavy 
burden on India’s foreign 
exchange reserves. In this spe¬ 
cial account, 10 per cent of the 
sale proceeds were to be paid 
to Czechoslovakia in free 
foreign exchange. 

Mrs Gandhi pointed out to 
Dr Strougal that India was 
faced witJi similar requests 
from other socialist countries 
to open special accounts. This 
is described as a very signifi¬ 
cant and important outcome of 
discussions which mainly cen¬ 
tred on economic co-operation. 
Another major gain of the 
talks is that both the Prime 
Ministers have agreed that 
their Planning Commissions 
should have periodic consulta¬ 
tions to co-ordinate their deve¬ 
lopment programmes on a 
long-term basis. 

Hitherto, the Indo-Czech 
Joint Economic Commission 
has mainly been dealing with 
trude problems. The new sug¬ 
gestion would add a new'di¬ 
mension to the co-operation 
between India and Czechoslo¬ 
vakia in industrial, technical 
and scientific spheres. 

India and Hungary 

India and Hungary have 
agreed to set up a joint com¬ 
mission to explore the avenues 
of increasing trade and econo¬ 
mic co-operation. This deci¬ 
sion was taken by the Prime 
Ministers of India and Hungary 


during Mrs Indira Gandhi’s 
visit to Hungary- The joint 
commission will meet alter¬ 
nately in New Delhi and Buda¬ 
pest and will have two Indian 
and Hungarian ministers as co- 
chairmen. At the political and 
diplomatic levels, the two sides 
have decided to systematise 
their mutual consultations. 
These will be held periodically. 

Lambretta Scooter 
Project 

The Lambretta scooter pro¬ 
ject in the joint sector is a 
reality. The agreement was 
signed recently between the 
Italian collaborator, Tnnocenti, 
the Indian private firm, Auto¬ 
mobile Products of India, and 
the government of India. With 
an annual capacity of 100,000 
scooters the unit is expected to 
go into production within two 
years. The agreement provides 
for shifting of the entire plant 
at Milano (Italy) to Lucknow. 
An official team will soon go 
to Italy to inspect the dismantl¬ 
ing of the unit and the 
shipping of the machinery to 
India. 

A company for implementing 
this project is being formed with 
the union government holding 
51 per cent of the shares, Inno¬ 
cent! about 20 per cent and API 
and the general public together 
the remaining 29 per cent. 

Incoma-tax and Wealth- 
tax Returns 

The Central Board of Direct 
Taxes will shortly be notifying 
new forms of returns of income 
and net wealth which will come 
into force from a date to be 
specified in this behalf in the 
notification. To enable tax¬ 
payers to furnish their returns 
of income and net wealth in 
the new and up-dated forms, 
the Board has decided to ex¬ 
tend the time for furnishing 
voluntary returns of income 
and net wealth for the assess¬ 
ment year 1972-73 till July 31, 
1972, in cases where such re¬ 
turns are due before that date. 

The Board is also issuing 
instruction to the Income-Tax 
Officers to waive in such cases, 
the interest chargeable under 
the Income-Tax Act for belated 
submission of return in respect 


of the period of delay up to 
the end of July 1972. : 

s 

Lending by Nationalised I 
Banks 

The first meeting of the i 
Regional Consultative Com- . 
mittee of the Central Area 1 
(consisting of UP and Madhya ; 
Pradesh) of the nationalised j 
banks, decided that further sub- 1 
stuntial efforts should be made ; 
to increase lending in rural and ■ 
semi-urban areas as well as to < 
small borrowers specially in • 
agriculture. 

The meeting was held at 1 
Lucknow recently under the 
I chairmanship of the Finance 
Minister, Mr Y. B. Chavan and 1 
was attended among others by 
the Chief Minister and Finance 
Minister of UP, Industries and • 
Agriculture Ministers of 1 
Madhya Pradesh, the Govern- '■ 
or of the Reserve Bank of India I 
and the Chief Executives of I 
the 11 public sector banks. ■ 
The meeting decided to set : 
up a working group to go into 1 
the question of procedures and . 
the simplification of applica¬ 
tion forms relating to lending ' 
to small borrowers in agricul- 1 
ture, small-scale industries, 
transport, etc. It also decided 
to select a few districts in UP ; 
and Madhya Pradesh on an : 
experimental basis in which 
steps could be taken to evolve 
plans of action for identifying 
bankable programmes for 
lending and related operational 
aspects. 

Glass Industry 

The glass industry in the 
country has achieved substan¬ 
tial progress over the past 
twenty years. The production 
of glass has increased by more 
than three times, from 92,000 
tonnes in 1951 to 2.90 lakh 
tonnes in 1971. During these 
twenty years, many new varie¬ 
ties of glass have been pro¬ 
duced in the country. These 
are wired and figured glass, 
safety glass, fibre glass, capil¬ 
lary glass tubing, optical glass, 
glass building blocks, glass 
chatons, and thin sheet glass 
required for microscopic slides. 

BHEL Makes a Profit 

The Bharat Heavy Electricals 
Limited (BHEL) made a profit 
of Rs 3.19 crores in 1971-72 at 
compared to Rs 65 lakhs in tHc 
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; previous year. This was stated 
; by Mr O.S. Murthy, Chairman, 

‘ Bharat Heavy Electricals 
Limited, at its annual general 
v meeting held recently. He said 
t that the total value of produc- 
J lion increased by 23 per cent 
; over the previous year. It 
] amounted to Rs 59.33 crores 
I as compared to Rs 48.26 crores 
7 in the previous year. 

Mr Murthy said that a signi- 

■ ficant feature of the working 
of the company for the year was 

f that two out of the three units 
of the company, namely, 
Tiruchy and Hyderabad plants, 

' were now making profits. 

Income-tax Assessees 

The Income-tax Department 
, hits recently been issuing per- 
\ manefnt account numbers to all 

• lax payers. The object of issu¬ 
ing these numbeis is to enable 

■ proper identification of every 
’ taxpayer on all-India basis so 
; as to facilitate communications 
: and improve the procedures 
I of work in the depprtment. If 
. any taxpayer has not received 
; an intimation regarding his 
; permanent account number, he 
; may write to the Income-tax 
f Officer assessing him. 

• A separate permanent 

I account number is being 
> allotted to each person who is 
'■ assessable to tax. 

Bonus Review Commi- 
! ttee 

The Bonus Review Com- 
i mittee, set up by the govern- 
t ment of India, has invited 
.c views, relevant information and 
if statistics from organisations 

II and individuals on the terms 
h of reference of the committee. 
j The committee will l»kc to re- 
v ceive by Jul> 10, 1972 any 
i views on whether there is any 
\ case for raising of minimum 
j bonus and whether the present 
f minimum bonus may continue 
•- with a provision for its being 
C supplemented through suitable 

schemes of production or pro- 
*■ ductivily. 

{ Asia 72 and GDR 

f Mr W. Koehler, Com- 
f mercial Attache, Consulate 
'* General of the German Demo- 
, era tic Republic in India, said 
3 at a press conference in the 
& capital recently that the 
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theme of the ©DR pavilion was 
"The GD§—A Reliable 
Economm and Trade 
Partner”; and “The GDR 
—for Wkld Wide Trade 
and Pro|gress”. 

Four state owned foreign 
trade enterprises of the GDR 
will demonstrate the economic 
power of the GDR by display¬ 
ing exhibits which are carefully 
tuned to India’s demand. The 
foreign trade enterprise Trans- 
portmaschinen e.g. will display 
the harvesting combine E-512, 
silo equipment and seed dress¬ 
ing equipment which are al¬ 
ready well-known in India. 
The foreign trade enterprise 
Polygraph Export, the printing 
equipment of which already 
operates in many cities of India, 
will demonstrate the latest pro¬ 
ducts of printing and allied 
industries of the GDR in ope¬ 
ration. The foreign trade enter¬ 
prise Schiffscommer/. will dis¬ 
play models of its ships. 
Cameras, film material and 
photo chemicals will be exhibit¬ 
ed by the foreign trade enter¬ 
prise Kamcra/ORWO whose 
products arc equally well- 
known in the Indian market. 


converted into an overall deficit 
of Rs 4.50 crores. 

The new levies proposed in. 
..elude (1) revision of the water 
rates to fetch Rs 1.75 crores in 
a full year and Rs one crore ini' 
the current year, (2) an increase 
in the motor vehicle tax on 
contract carriages to yield Rs 65 
lakhs in a full year and Rs 40 
lakhs this year, (3) revision of 
the sales tax structure to yield 
Rs 1.50 crores in a full year and 
Rs 1.25 crores this year. These 
three measures together are 
expected to yield Rs 3.9 crores 
in full year and Rs 2.65 crores 
in the budget year. 

Names in the News 

Mr Prem Pandhi has been 
elected Chairman of the Pun¬ 
jab, Haryana and Delhi Cham¬ 
ber of Commerce and Industry 
for 1972-73. He succeeds Mr 
Man Phool Chopra. Mr 
Rannaq Singh has been elected 
Deputy Chairman. 

Mr Morris Mathias, 42, a 
Director of Hindustan Lever, 
will join Hindustan Thompson 
Associates on July I, 1972. Ho 
will take over as Chief Execu¬ 


tive of the’eornpany on Jani 
ary 1,1973 on his return fror 
a 4-month visit to Thompso 
offices in Europe and America 
He will he the first Indian t 
assume this office 'at HTA. 

Mr Sriman Praftstta Goswami 
the new Chairman of Oi 
India, is a parliamentarian an< 
political leader of over fort) 
years standing. He succeed 
Mr Sarat Chandra Sinhawlu 
has become Chief Minister o 
Assam. 

Mr. W. C. Shrishrimal 
Managing Director, Maha 
rashtra State Co-opcrtativ< 
Bank Ltd, Bombay, has been 
elected a director of the 
Industrial Finance Corpora¬ 
tion of India from the Co 
operative Banks' constituency. 
The vacancy was caused by thq 
resignation of Mr Vasantrao 
Dada Patil on his joining the 
Maharashtra state cabinet. 

Mr V. Krishnamurtby has 
taken over as the Deputy 
Chairman of BHEL from Mr 
B M. Kapoor. Mr P. V. K. 
Achan has taken over as Gene¬ 
ral Manager of BHEL Trichy 
from Mr V. Krishnamurthy. 


Mysore's Deficit Budget 

Mr M. Y. Ghorpade, 
Mysore’s Finance Minister, 
presented the staie budget for 
1972-73 on June 21, wh'ch re¬ 
vealed a revenue surplus of 
Rs 7.30 crores and an overall 
deficit of Rs 3.45 crores after 
proposing taxes to yield Rs 
2.65 crores in the remaining 
port of the year. Mr GhorpadeV 
first regular budget revealed a 
maikcd improvement in the 
state’s finance during the three 
months since he presented the 
vote on account budget which 
showed a big overall deficit of 
Rs 30.52 crores. The budget 
estimates revenue receipts at 
Rs 307 crores, against Rs 271.30 
crores in the revised estimates 
for 1971-72 and the revenue 
expenditure of Rs 299.70 crores 
compared to the figure of 
Rs 274.24 crores in the revised 
estimates for the previous year. 

On the capital account, Mr 
Ghorpade's budget estimates 
the outgo at Rs 198.00 crores 
and the receipts at Rs 186.20 
crores, leaving a deficit of Rs 
11.80 crores. The revenue sur¬ 
plus of Rs 7.30 crores is thus 
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between arines. 


If you think all airlines are the same, you don't know Pan Am. 

We are way ahead with new ideas and services to make your 
flights more comfortable, your travel more enjoyable. With 
ideas that add up to greater value for your rupee. Services that 
invite comparison-shopping with any other airline in the world. 

Whether you're flying East or West or “round the world”, we can 
plan every detail of your trip. And wherever you go, you'll 
know you're flying with the very best, the most experienced. 

That makes all the difference in the world. After all, our only reason 
for flying is YOU. 




Prc-fllght assistance 
Because we know 
that in travel 
every detail 
counts, we 
count every 
detail. Pan Am 
can provide 
complete, up-to- 
the-minute informa¬ 
tion on travel, emi¬ 
gration. customs 
and other formalities. 

Assistance 
anywhere in the world 
Our unique brand of 
services goes every¬ 
where we fly. Just 
drop into any of 
our worldwide 
offices. You'll 
find Pan Am 
Travel Experts 
ready to help you 
with hotel reserva¬ 
tions. sight-seeinQ, 
currency regulations, any¬ 
thing that you might nead. 



On# airline to the world 
Travat farther with us and aaa more 
placet. In fact, on a single Pan Am 
ticket you can go clear 'round tha 
world'. Wa fly to more than 120 cities 
and over 80 lands. And now you can 
catch a 747 in over 30 citiea. So 
we're the most likely to have a 
flight to where you want — 
and when. 

The airline for businessmen 
Anywhere in tha world that 
business might find you. 
you'll find a Pan Am office 
ready to help. And any one of 
them can make a tremendous 
difference in helping your 
business go better. We’ll 
plan your entire itinerary 
bafora you leave. And 
help with information 
about tha countries 
you plan to visit. 

We'll book hotels, 
arrange guided toura v 
hire cart. We'll do 
almost anything you 
might ask ue to. 



Ctllyouf Pm Am TrMt Agtnt or c all </s. 

9 N«w Oathli Chantfralok, 3f„ Janpath.Tal: 43571 
9 Bombayr Taj Mahal Hotal. Tal: 355448. 355454 ' 

9 Oaloufttai 42. Chowrlnphaa Road Tal: 44-3251 
9 Madian 8/9 Thimbu Chany Strait. Tal: 2S301.23242 
9 Kathmantfut Hotal Soaltaa-Obarol. Tal: T121I 
9 Oolombo (Oaylort)i Kollvpitiya. Tal i 78271 



Pan Am 
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Hindustan Motors 


J\s A part of its diversification 
Programme, Hindustan Motors 
: ;^td has established a Rs 15- 
prore earth moving equipment 
project at Trivellore, near Mad¬ 
ras, This unit has been set up 
,n collaboration with the Scot- 
ish subsidiary of General Mo¬ 
tors Corporation of the USA. 
irhe construction of the plant 
commenced in October 1970 
:ind the first phase of the pro- 
ect involving an investment of 
/Is 2.5 crores was completed 
,-sarly this year. Jn 1972-73, the 
• irst of its operation, the plant 
JauII be producing 120 units of 
<'*ear dump trucks and front 
s :nd loaders and it will be reach- 
*ng the optimum capacity, as 
;icensed by the government, of 
j600 units per annum in the next 
>fcw years. The product range 
Will also be expanded so as to 
[include the manufacture of 
{brawler, tractors and scrapers. 
: rhe turnover of the factory is 
expected to cioss the Rs 40- 
prores mark in about five 
.(/ears. 

r; 

j All the equipments to be 
^manufactured in this factory 
5vill have a very high percent- 
iige of indigenous content. 
jjMoreover the foreign, collabo¬ 
rators has given the right to the 
Company to use the popular 
^American brand name ‘Terex’ 
t n its products and for enjoy¬ 
ing this facility the company 
^vill l>c paying a nominal royal¬ 
ty to General Motors. The first 
/batch of eight machines assem¬ 
bled here have already been 
idelivered on schedule to the 
.Reas project. The company is 
-now having on hand orders 
'Exceeding 100 units. Mean- 
While the company is planning 
fin a big way to export its pro¬ 
ducts to south Asian and cast 
/European countries. Negotia¬ 
tions are already under way for 
^conducting a contract for the 
jisale 80 units to Poland, lnqui- 
] ries have also been received 


from Yugoslavia. The foreign 
collaborators have also shown 
keen interest in about 50 com¬ 
ponents manufactured by the 
company and hence there are 
immense possibilities for export 
of these items to Scotland. 

TOMCO 

Tata Oil Mills Co Ltd has 
produced excellent working re¬ 
sult during the year ended 
March 31, 1972 with sales and 
gross profits recording signi¬ 
ficant improvements over the 
previous year. With a smart 
increase in turnover from Rs 
50.83 crores to Rs 60.74 crores, 
gross profit recorded and im¬ 
pressive rise to Rs 3.57 crores 
from Rs 2.52 crores in 1970-71. 
The directors have maintained 
the equity dividend at 18 per 
cent—Rs 4.50 per share of Rs 
25 each. But it is payable on a 
enlarged capital as increased 
by the one-for-two rights issue. 

Out of the gross profit the 
directors have provided Rs 
83 lakhs for depreciation, 
Rs 7.50 lakhs for development 
rebate reserve and Rs 151 
lakhs for taxation as against 
Rs 82 lakhs, Rs 12.80 lakhs and 
Rs 74 lakhs allocated respec¬ 
tive in 1970-71. This leaves a 
balance of Rs 115.22 lakhs and 
it has been transferred to the 
general reserve. Equity divi¬ 
dends will claim Rs 52.98 
lakhs—Rs 17.66 lakhs more 
than in 1970-71 while prefer¬ 
ence dividends will absorb 
Rs 4.60 lakhs the same as in 
the earlier year. The dividends 
will be paid out of the general 
reserve. 

Sales of toilet and washing 
soaps and synthetic detergents 
increased by 23 per cent while 
sales of ‘magic’ the detergent 
powder and ‘bonus’, the deter¬ 
gent cake were up by 64 per 
cent as compared to the previ¬ 
ous year. Exports aggregated 
Rs three crores during 1971-72 


recording a marked rise of 
about 48 per cent. Exports of 
shrimps totalled Rs 1.16 crores 
recording an increase of about 
69 per cent. Valuable research 
and development work has been 
done in evolving processes for 
higher utilisation of inedible 
and minor oils, consumption of 
which has increased by 21 per 
cent over the prevoius year. 
Further progress has been made 
in the development of indigen¬ 
ous engineering know-how and 
in the last three years the com¬ 
pany has made 54 new indigen¬ 
ous machines of special and 
intricate design which in the 
past were imported. The com¬ 
pany’s Malaysian project set 
up with the approval of the 
government is progressing 
satisfactorily. 

Coromandel Fertilisers 

An Industry is set up with 
the intention of producing 
goods and services at compe¬ 
titive rates, contribute to the 
economic activity and cam a 
profit for its investors. But it 
would indeed be a sorry state 
of affairs if industry is reduced 
to a position of sheer econo¬ 
mic survival. This strikingly 
significant observation was 
made by the Chairman of 
Coromandel Fertilisers Ltd, 
Dr Bharat Ram in his annual 
statement circulated to the 
shareholders of the company. 
Full utilisation of capacity 
alone, the chairman further 
observed, cannot contribute 
substantially to increased 
profits, if operating costs 
which are beyond the con¬ 
trol of a company rise steeply 
year after year. Mounting 
costs of production, for 
instance, is adversely affecting 
the performance of even 
well-managed and efficiently 
run enterprises such as Coro¬ 
mandel. In this connect¬ 
ion the chairman made pointed 
reference to the abnormal rise 
in costs of specific items which 
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are making heavy inroads into 
theprofitablity of the company, 
AUnovgh aulphuf prices have 
touched rock-bottomltvels the 
world over, the stgenoy concern 
fcdftWifh the Supply W sulphur 
has recently increased its price 
to Rs 300 per m. tonne result¬ 
ing in additional cost of Rs 
34laksh a year to the company. 
The hike in power tariffs has 
pushed up power costs by 
another Rs 25 lakhs annually 
while increases in rail freight, 
sliding charges and warehouse 
rental account for nearly Rs 
40 lakhs a year. The Emer¬ 
gency Risks Insurance costs the 
company by as much as 
Rs 10 lakhs while the levy on 
naphtha from June 1971 has 
burdened the company with an 
extra amount of Rs 31 lakhs 
a year. 

The company has maintained 
a steady and progressive growth 
during the last four operating 
years. Many factors affecting 
production have been minimised 
and consequently the utilisation 
of capacity is improving steadi¬ 
ly. The management is now 
studying ways and means to 
achieve higher targets. Fresh 
technical studies on the expan¬ 
sion of ammonia, phosphoric 
and sulphuric acid plants 
are underway and based on the 
technical report a revaluation 
of the expansion licence will 
be obtained and the project 
finalised. Meanwhile the com¬ 
pany has strengthened and 
enlarged the areas of demons¬ 
trations plots, soil testing and 
farmer services. A new N-P-K 
complex fertiliser with an ana¬ 
lysis of 14-35-14 was added to 
the product line. It was intro¬ 
duced in the market in April 
this year and has met with an 
encouraging response. To 
overcome the serious bottle¬ 
neck in transport the company 
was forced to move the product 
by road or by covered and 
uncovered wagons to the avai¬ 
lable points and then tranship 
by road. 

Indian Organic 

Indian Organic Chemicals 
Ltd has suffered a sharp set¬ 
back in its working during the 
year ended March 31, 1972. 
With a steep decline in sales 
from Rs 3.00 crores to Rs 2.20 
crores gross profit has slump¬ 
ed to Rs 44.50 lakhs from 
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Rs 86.44 lakhs Mu 1970-71. 
Nevertheless detectors have 
decidedtomainiiin the equity 
dividend at 12 per cent for (he 
year, Of the proposed equity 
dividend about 40 per cent is 
expected to be tax-free. 

Heavy imports of plasticizers 
have adversely affected the com¬ 
pany’s sales of Phthalete plas¬ 
ticizers. Acute shortage of 
PVC resins too had its impact 
on the company's production. 
However, it is expected that 
there will be a recovery in the 
latter half of this year due to 
the ban on imports of plasti¬ 
cizers and the likelihood of a 
larger availability of PVC resins. 
Meanwhile the company is 
going ahead full steam with its 
scheme for the completion of 
the polyester fibre unit at 
Manali, near Madras. There 
had been some delay in com¬ 
missioning of the plant due to 
late receipt of local fabricated 
equipment. According to cur¬ 
rent indications the plant is 
expected to be commissioned 
for trial runs sometime in 
August. Meanwhile the com¬ 
pany has received recently an 
licence for import of raw mate¬ 
rials subject to certain stringent 
export conditions and the 
matter is being taken up with 
the government. 

The company has earned a 
lower net profit of Rs 26.01 
lakhs during the year under re¬ 
view as compared to Rs 33.48 
lakhs in 1970-71 after providing 
Rs 14.29 lakhs to depreciation, 
Rs 3.20 lakhs to development 
rebate reserve, and Rs one lakh 
to taxation as against Rs 16.21 
lakhs, Rs 3.75 lakhs and Rs 33 
lakhs allocated respectively in 
the previous year. After adjust¬ 
ments an amount of Rs 31.27 
lakhs was appropriated to gene¬ 
ral reserve as against Rs 33.35 
lakhs in the earlier year. The 
proposed dividends will be paid 
out of the general reserve. 

Baja) Electricals 

Bajaj Electricals Ltd has re¬ 
ported all-round improvement 
m its working results during 
the year ended March 31, 1972. 
With a jump in sales from Rs 
8.80 crores to Rs 10.98 crores 
gross profit has spurted by 
about 33 per cent to Rs 68.26 
lakhs from Rs 51.32 lakhs in 
1970-71. The improvement in 


the company’s performance has 
continued during the current 
year as well with sales for the' 
first two months being higher 
at Rs 1.76 crores as against 
Rs 1.31 crores for the previous 
year. The directors have pro¬ 
posed to maintain the equity 
dividend for 1971-72 at Rs 12 
per share and the dividend on 
deferred shares at Rs 9.28 
per share. 

An outstanding feature of the 
company’s operations during 
the year is the management's 
decision to participate in a new 
venture in the joint sector to 
manufacture G.L.S. lamps and 
fluorescent tubes in Madhya 
Pradesh. An agreement for the 
same has been entered into 
with the Madhya Pradesh Slate 
Industries Corporation Ltd. 
The new company styled MP 
Lamps Ltd will manufacture six 
million G.L.S. lamps and one 
million fluorescent tubes per 
year. Bajaj Electricals will 
invest 24 per cent and Madhya 
Pradesh government 27 per 
cent in the shares of the new 
company while the remaining 
will be offered to the public. 
The cost of project is estimated 
at around Rs 1.50 crores. 

Out of the gross profit the 
directors have transferred a 
sum of Rs 1.84 lakhs to depre¬ 
ciation reserve and Rs 39 lakhs 
towards tax liability as com¬ 
pared to Rs 1.58 lakhs and 
Rs 27.38 lakhs provided respec¬ 
tively in 1970-71. The proposed 
equity, preference and deferred 
dividends will absorb Rs 13.68 
lakhs. 

News end Notes 

Expansion and diversification 

National Machinery Manu¬ 
facturers Ltd is embarking on 
a large-scale diversification of 
its lines of manufacture. It has 
already received a letter of in¬ 
tent for the manufacture of 
hydraulic motors and gear 
boxes, and negotiations for a 
suitable collaboration agree¬ 
ment are under way. An 
application has been, made for 
permission to manufacture tex¬ 
tile and industrial bearings 
though no letter of intent has 
been received. The management 
is also exploring the possibility 
of manufacturing plastics 
and printing machinery and 
mechanical presses. Recently it 


has received a licence for the' 
manufacture of machinery for 
synthetic fibres. Technical col¬ 
laboration agreement has 
already been completed with 
Barmag Barmer Maschinefabrik 
AG of West Germany and the 
company hopes to roll out the 
first machine before mid-1973 
from its new factory at Baroda. 

Naw Venture 

Tanfort Tyres Ltd proposes to 
set up project in Bangalore for 
the manufacture of various types 
of tyres and tubes, initially for 
scooters, motor cycles and light 
vehicles and later on for heavy 
vehicles in progressive stages. 
An outstanding feature of this 
new venture is that the entire 
project will be executed with 
local plant, machinery and 
equipment. To start with the 
proposed factory will have an 
installed capacity of 16.50 
lakh tyres and tubes for various 
kinds of light vehicles. The 
cost of the project is estimated 
at Rs 70 lakhs of which Rs 44 
lakhs will be spent on plant and 
machinery. It will be financed 
through the share capital of 
Rs 50 lakhs and a loan of Rs 
20 lakhs from Mysore State 
Financial Corporation. Land 
has been acquired and the entire 
equipment has been procured 
from indigenous sources. A 
major portion of the plant and 
machinery is now under erec¬ 
tion. 

Out of the share capital of 
Rs 50 lakhs, equity shares 
worth Rs 12.82 lakhs have al¬ 
ready been subscribed. The pre¬ 
sent issue consists of Rs 37.18 
lakhs—Rs 30.68 lakhs in equity 
shares and Rs 6.50 lakhs in pre¬ 
ference shares. Equity shares 
of the value of Rs 50,000 have 
been reserved for the Mysore 
State Industrial Investment and 
Development Corporation 
while equity capital of Rs 8.68 
lakhs have been reserved for 
allotment to promoters for 
supply of machinery. The com¬ 
pany now proposes to make a 
public issue of 2,15,000 equity 
shares of Rs 10 each and 6,500 
(9.5 per cent) cumulative re¬ 
deemable preference shares of 
Rs 100 each at par. 

Naw Issues 

Jg Glass Ltd is setting up an 


automatic glass manufacturing 

S lant at Riahikesh in Uttat 
radesh, capable of producing 
bottles of one oz. to 40 oz. ca¬ 
pacity and in different shapes. 
This new venture has been 
promoted by Jg Glass Indus¬ 
tries Pvt. Ltd which has been 
engaged in glass manufacturinj 
since 1957 and is one of tht 
leading manufacturer of glass 
containers in the country. Tht 
company will initially under 
take the manufacture of vials 
for packing antibiotics. Thi 
surplus capacity, if any, will bt 
utilssed for manufacture o) 
bottles for cosmetics, dairies 
aerated water, and chemicals 
Production is expected to com 
mence by the end of this year. 

To raise resources for financ¬ 
ing this project the company 
will soon be entering the 
market to raise a capital of 
Rs 30 lakhs consisting oi 
3,00,000 equity shares of Rs 10 
each. The capital outlay on the 
project is estimated at Rs 1.29 
crores and it will be met 
through the share, capital of 
Rs 50 lakhs, loans to the tune 
of Rs 72.50 lakhs and by de¬ 
ferred payments of the order 
of Rs 6.55 lakhs. The manage¬ 
ment hopes to declare a maiden 
of 10 per cent in 1973 and raise 
it to 15 per cent in subsequent 
years. 

As the public issue of Aflac 
Copco (India) Ltd was over¬ 
subscribed several times on the 
very first day of its opening the 
company had decided to close 
the list on June 23. The com¬ 
pany offered for public subs-, 
cription 289,250 equity shares 
of Rs 10 each at a premium of 
Rs 7.50 per share. The subs¬ 
cription list for this fully under¬ 
written issue opened on June 
21 . 

The Industrial Credit and. 
Investment Corporation of 
India Limited (ICICI) received! 
applications for debentures ex-: 
ceeding Rs nine orores as 
against the issue of Rs seven 
crores. In view of this over-; 
subscription, ICICI closed the 
subscription list on June 22. 1 
This is the third issue of! 
debentures by ICICI. Its; 
previous two issues of Rs six' 
crores and Rs five crores made! 
in 1967 and 1969 were also' 
oversubscribed. 
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Readers’ Roundtable 

\y' 

Performance of HEIL 


article “No ‘Heil’ to HEIL” 


Sir, Your editorial, (June 9, 
(1972), throwing light on the 
’poor performance of Heavy 
■Electricals India Limited, is 
'most timely. Having invested 
huge amounts in the three 
‘factories at Bhopal, Hydera- 
•bad and Hardwar. the govern- 
■ment had planned to meet all 
: the future requirements for 
: new power plants from the 
'production of these factories. 
But, after eight years of their 
commencing production, these 
factories have succeeded in 
I supplying only six thermal 
^plants which were fully import* 
led and about the same number 
of plants were manufactured 
■ : at the Bhopal and Hardwar 
:factories. The Hardwar fac¬ 
tory, which is supposed to 
.manufacture the larger si/e of 
200 MW thermal plant units, 
i is not ready even to start pro¬ 
duction. The slow progress 
of these factories has resulted 
(in a serious power shortage 
‘ which is likely to increase in 
i future as the demand for power 
iis growing very rapidly. 

It may be pointed out that 
the success of such undertak¬ 
ings of national importance 
largely depends on the pract¬ 
ical managerial experience and 
.factory expertise of persons 
(who have actually worked in 
such factories and become spe¬ 
cialists in their operations. The 
top management of these fac¬ 
tories has continued to dc- 
monstrate expertise only in 
[finding alibis for its poor per¬ 
formance and transferring the 
:blamc to other departments 
sand electricity boards. No 
I doubt, the working of some 
of the state electricity boards 
: is also very far from satisfac¬ 
tory in the matter of planning 
■for new generation of power, 
\ but this should not be advanc- 
led as a justification for the 
! dismal performance of both 
'Heavy Electricals Limited and 
: BHEL. 

‘ May 1 also correct one wrong 
, impression which your com- 
i ments might create. The losses 
| incurred by the HEIL as well as 
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the BHEL could not have been 
avoided by a review of its 
pricing policy as you seem to 
imply. In fact, their prices 
have already been very high. 
It seems that their losses are 
not due to low prices but very 
low level of production. Un¬ 
less the production goes up 
4 to 5 times of its present level, 
these undertakings will conti¬ 
nue to pay a very high price for 
its power plants which in turn 
will affect the cost of power 
which should be as low as 
possible in order to bring down 
the cost of industrial product¬ 
ion. 

Delhi B. R. POHOJA 

(Mr Pohoja’s fear that the 


Sir, We are highly thankful 
to you for the discriminating 
support extended to the 'cause 
of the scientific cottonseed 
crushing industry through the 
article entitled “Incentives for 
Cottonseed Crushers” appear¬ 
ing in your esteemed journal of 
May 26, 1972. 

In the course of the article, 
it has been asked “what efforts 
have cottonseed crushers made 
to bring down their costs, so 
as to bring down the prices 
of edible oil and other pro¬ 
ducts? It is to be hoped that 
AICOSCA would address 
itself to these important is¬ 
sues.” 

The answer to these queries 
is provided in the following 
paragraphs : 

(a) The availability of cot¬ 
tonseed has been much larger 
(22 lakh tonnes) in the current 
season as a result of the bigger 
cotton crop. Our members 
stepped up crushing to produce 
more edible oil at a time when 
the country is facing a wide 
edible oil gap as a result of 
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is likely to create a wrong im¬ 
pression about the pricing po¬ 
licy is unfounded since, im¬ 
mediately after urging this 
undertaking to review its pric¬ 
ing policy, we have clearly 
pointed out that “this measure 
alone would not put an end to 
all its troubles” and that “it 
is necessary that steps should 
be taken to increase the utili¬ 
sation of machine capacity”. 
All the three statements have 
been made one after the other 
and they must be considered 
together. The attention of 
readers is also invited to the 
speech of the Chairman of 
Bharat Heavy Electricals Ltd, 
which was published in our 
issue of June 23, pp. 1237 to 
1239—Ed.) 


the stoppage of imports of soya' 
bean oil. 

We enclose a statement show¬ 
ing the monthly average prices 
of washed cottonseed oil at 
Bombay during the past 12 
months (alongside). It will be 
seen that the prices of cotton¬ 
seed oil have declined by 12 per 
cent in the aforesaid period. 

(b) In spite of the with¬ 
drawal of the cash incentive of 
12i per cent on export of cot¬ 
tonseed extraction since April 
1, 1971, to which you have 
made an appropriate reference 
in your article, the scientific 
crushing industry has reluc¬ 
tantly shouldered the burden 
of disposal of the by-products, 
namely, cottonseed extract¬ 
ion, which has only an export 
outlet, and cottonseed expeller, 
which has to be marketed in a 
saturated indigenous market. 

That the grant of cash assis¬ 
tance for exports will only 
benefit the country can be 
seen from the following calcu¬ 
lation : 

For every 100 tonnes of 


cottonseed crushed in the 
organised sector, the country 
gets four additional tonnes of 
oil as compared to the unorga¬ 
nised sector. Additional four, 
tpnnes will be a valuable substi¬ 
tute for four tonnes of soya¬ 
bean oil, roughly valued at R s 
9,000 in foreign exchange. 

Further, there would be 43 
tonnes of decorticated extrac¬ 
tions available for export, 
which will fetch exchange of 
the order of Rs 21,000. In 
addition, there will be a pro¬ 
duction of 7.5 to 8 tonnes of 
linters if proper delinting is 
done, capable of yielding five 
tonnes of rayon and chemical 
grade pulp, thereby saving a 
minimum of Rs 8,000 worth of 
imported pulp. As against 
this, the exchequer will lose 
only about Rs 5,200 by way of 
cash assistance at the rate of 
25 per cent. It is clear from 
these figures that by grant of 
incentive of Rs 5,200, the 

Monthly Average Prices of 
Washed Cottonseed Oil at 


Bombay During 
to April 1972 

May 1971 

Price per tonne 

Mouth 

(Rs) 

May 1971 

3884 

June 1971 

3711 

July 1971 

3923 

August 1971 

4232 

September 1971 

4196 

October 1971 

3979 

November 1971 

3742 

December 1971 

3793 

January 1972 

3867 

February 1972 

3867 

March 1972 

3791 

April 1972 

3577 
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ountry gains in foreign ex- 
[range to the tune Jof Rs 38,000 
t.e. Rs 9,000+21,000+ 
Is 8,000),. besides substantially 
ontributing to sen-reliance in 
dible oils; { 

The vital role of cash assis- 
ance in exports will be clear 
rom the fact that the deve¬ 
lopment of the industry during 
lie past decade is related en- 
jrely to the quantum of ex- 
ort assistance. When the 
xport assistance was at the 
ate of 25 per cent, the ex- 
>orts of decorticated cake/ 
xtractions went up to 1,34,000 
onnes in 1967 (Rs six crores). 
Vhen assistance was with- 
Irawn from April 1, 1971, 
xports slumped to 63,000 ton¬ 
ics in 1971 (Rs three crores). 

(c) The industry is under- 
akiitg widespread propagat- 
on of the use of cottonseed 
lake in the country (through 
lemonstrations, visual and 
)lher forms of publicity and 
jersonal contacts. If this 
lrive is successful, it will help 
o wean the cattlefeeders from 
he use of cottonseed as such 
ind that, in turn, would be 
:onducive to the increased 
production of cottonseed oil 
md to the gradual decline in 
the price levels of oil. 

(<{) The third by-product 
namely, cotton 1 inters has also 
been produced to a substantial 
extent along with the cake. 
Our members, however, have 
found it most difficult to dis¬ 
pose of the linters, even though 
they form a good raw material 
■or linter pulp, and by replac- 
ug imported wood pulp, would 
enable a substantial degree of 
import substitution to be 
achieved. In spile of the repeat¬ 
ed representations by A1CO- 
sCA to government, wood pulp 
imports have not been reduced, 
leaving our crushers without 
;t market for our stock of cot¬ 
ton linters. 

We shall be grateful if the 
attention of the public could 
be directed to the above as¬ 
pects. 

Bombay. R. V. KOPPIKAR 
Secretary, 
All-India Cotton¬ 
seed Crushers’ 
Association 


Save 

with 

grace 

Linoleum floor-coverings are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs.... 
you'll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to clean and polish, 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

The varaatllefloor-coverlng ■ For batter living 

India Linoleums Ltd.. 
P.O. Btrlapur, 94 Parganas, West Bengal. 
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MAHINDRA UGINE STEEL COMPANY LIMITED 

Statement of the Chairman 
HR. HARISH MAHINDRA 

Following is the statement of the Chairman, Mr. Harish Mahindra to the Members on 
the occasion of the 9tb Annual General Meeting of the Company held in Bombay on 26th 
Jim* 1972. 


>i 

; Political and Economic Outlook 

The year 1971 was a difficult 
and eventful one for our coun- 
' try. It was the most tumultous 
I year in certain respects after 
wc attained independence. 

* Under the inspiring leadership 
: of our Prime Minister Smt. 

* Indira Gandhi, in our hostili¬ 
ties with Pakistan, wc were 
able to register a victory for 

■ truth, liberty and democracy, 
the ideals which we cherish so 
dearly. It was a Dharmayud- 
dha in the real sense of the 
term and it was a unique 
kind of war, which resulted in 
the creation of an entirely new 
nation. 

It is more than two months 
ago that we have had the fifth 
general elections to the State 
Assemblies. In almost all the 
States stable Governments have 
been formed by one and the 
same party, which is in power 
at the Centre. This should 
herald a peiiod of political 
stability in the country and also 
a certain measure of unifor¬ 
mity, coherence and consistency 
in various economic policies. 
This is also the right occasion 
to concentrate on the foremost 
problems before the country 
and for implementation of 
various programmes for solv¬ 
ing the over-riding issues of 
poverty and unemployment. 

The ruling party is engaged 
in discussing certain far-reach¬ 
ing radical reforms. Many of 
us here at the moment have 
little doubt as to which way 
wc are heading in the realisa¬ 
tion of our desire for a socially 


and economically more egali¬ 
tarian society. Most of our 
economic policies which deci¬ 
sively set the pace and pattern 
of economic development still 
suffer from ambiguity, nebu¬ 
lousness and anomalies. 

Certain basic lessons in eco¬ 
nomic development which we 
learnt from the past are being 
ignored in the rush and tumble 
of events. While it is true that 
growth in GNP does not 
necessarily mean an improve¬ 
ment in the living standards of 
the masses, we cannot afford 
to go to the other extreme and 
decry rapid growth which we 
must have at all costs. While it 
is essential that we introduce 
equalisation measures, as 
one of the solutions to the con¬ 
tentious problems of poverty 
and unemployment, such a 
solution, however, does not 
necessitate the slackening of 
our development efforts for one 
reason or the other. On the 
contrary, an accelerated rate 
of development will in fact re¬ 
duce the intensity of the pro¬ 
blem. 

While, l for one, welcome the 
radical measures initiated or 
contemplated by the powers 
that be, 1 feel that this should 
not become an obsession with 
the planners to the detriment 
of the growth of the economy 
as a whole. Although it is a 
truism and platitude, I would 
like to reiterate that only 
through implementation of 
massive labour intensive sche¬ 
mes such as construction of 
national highways, bridges, 


interlinking of inland water 
ways etc., the seemingly intract¬ 
able problem of unemployment 
can be overcome. 

Budget 1972-73 : 

The Budget for 1972-73 has 
been rather disappointing for 
the corporate sector which had 
looked forward to certain de¬ 
velopment-oriented taxation 
measures. Contrary to the ex¬ 
pectations of the corporate sec¬ 
tor, the Government has with¬ 
drawn the allowance of a spe¬ 
cial deduction of an amount 
equal to 5%, of profits of 
domestic companies engaged 
in the priority industries. Con¬ 
versely, the surcharge on cor¬ 
porate tax has been enhanced 
from 21% during 1971-72 to 
5% in the current year’s Bud¬ 
get. 

it is not these imposts that 
are causing concern, it is on 
the other hand what the Budget 
has failed to offer to enliven 
the investment climate has been 
a source of anxiety. I refer here 
to my previous statement to 
you wherein 1 had taken the 
position that the abolition of 
Development Rebate after 31st 
May 1974 would positively 
hinder capital formation. 
The same view has been conti¬ 
nued to be echoed and stress¬ 
ed by various other persons 
and organisations. The Finance 
Minister has reiterated on seve¬ 
ral occasions that there is no 
possibility of revival of Deve¬ 
lopment Rebate in its original 
form. However, it now appears 
that the Government is search¬ 
ing for a suitable substitute so 


that the withdrawal of tk 
Development Rebate does n< 
have a negative impact o 
investment policy and an inh 
biting effect on the growth < 
industrial activity in India, 
would plead for the recons 
deration of the question c 
withdrawal of Developmcr 
Rebate because I do not shai 
the view that the Developmcr 
Rebate contributed in any wa 
to over-capitalisation as argue 
by its detractors. No manage 
ment worth its name, whil 
planning the capital structui 
of a Company, would delibi 
rately over-capitalise onj 
for the sake of availing itsc 
of the benefits of Developmcr 
Rebate. If Government feci 
that Development Rebal 
cannot be reinstated, I woul 
suggest that cither accelerate 
development rates should b 
allowed or grant of initu 
investment allowance as pre 
vailing in other countric 
should be given as a correctiv 
factor to counteract the ris 
in replacement costs of p?ar 
and equipment. If the Govern 
ment is serious in directin 
industrial investments into sc 
called backward areas, it woul 
be well advised to retain th 
incentive of Development R t 
bate at least for projects local 
cd in such areas. In the conte* 
of all these tax reforms an< 
measures, the most importan 
factor to be kept in mind i 
that what is at stake is no 
the growth, expansion, pros 
perity or adversity of a fe* 
organisations, but the ver 
industrial development of thi 
country itself. 
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Coming to the affairs of our 
own organisation, I am sure 
you would have observed the 
very satisfactory and marked 
increase ini the sales of your 
Company and the consequent 
surplus position obtaining 
therefrom from the Directors' 
Report and Accounts for the 
year ended 31st December 
1971. We were able to achieve 
m increase of more than 26 
per cent in the income from 
;ale of products and < other 
ncome which is gratifying 
>y any standard. The incre- 
ise was of the order of about 
Is 2.188 croresfromRs 8.26S 
:rores. In terms of quantity, 
he output of saleable finished 
>roducts increased to 31,836 
bnnes—an increase of appro- 
imately 22 per cent over the 
>revious year’s output. 

The turnover during the first 
ve months of the current year 
las worked out to Rs 427 lakhs 
s against Rs 429 lakhs in the 
orresponding period of 1971. 
Tie order load at the moment 
5 quite satisfactory and we ex¬ 
pect that the inflow of fresh 
>rders would be at the same 
:vels as in the past. 

Expansion : 

You are aware that we had 
eceived some time back an 
xpansion licence permitting 
is to produce tool, alloy and 
pecial steels of all types, grad- 
s and categories (with the 
xception of sheets and plates) 
pto 36,000 tonnes per annum 
f finished steel. After a detail- 
d study, your Company had 
ome to the conclusion that 
dditional capital outlay for 
nplementing the expansion 
f the existing capacity of 
4,000 tonnes to 36,000 tonnes 
er annum would be dispro- 
ortionate to the incremental 
sturn on the extra output of 
2,000 tonnes, particularly 
s the prices for arc furnaces, 
looming mill, etc. had regis- 
ared a phenomenal increase 
ince 1968. After considerable 
eliberations and advice receiv- 
d from our collaborators pro¬ 
posals for expansion of the 
reductive capacity of the 
lant from 24,000 tonnes to 
0,000 tonnes per annum in 
arms of finished steel were 
litially submitted to the 


Government on 9th June 1970. 
Our expansion scheme as'sub¬ 
mitted to the Government is 
more in the nature of quantita¬ 
tive expansion inasmuch as 
product diversification is co¬ 
vered by the licence already 
held by us. 

So far as the overall position 
of Alloy and Special Steel is 
concerned, the recent projec¬ 
tions of NCAER and market 
surveys of different Agencies 
have proved beyond doubt that 
by 1980-81 there would be a 
substantial gap between the 
esimated demand and avail¬ 
ability and especially in respect 
of Alloy and Constructional 
Steel, the gap would be quite 
appreciable. To ensure a 
balance between the demand 
and availability by 1980-81, 
additional capacities would 
have to be necessarily planned 
and action initiated as expedi¬ 
tiously as possible having due 
regard to long gestation period. 

Basically, there is an 
acceptance by the Government 
that priority should be accorded 
to the expansion of the exist¬ 
ing Steel Plants over the esta¬ 
blishment of new Plants for 
three principal reasons viz. 
(1) The cost of expansion would 
be appreciably lower than cons¬ 
truction of a new Plant, (2) 
Expansion would be compara¬ 
tively less time-consuming and 
(3) Economies stemming from 
larger scale of production would 
render some of the existing 
Units more viable. 

For instance, it has been 
reported that the Steel Ministry 
now admits that the investment 
costs per tonne of steel ingots 
for the proposed Vijaynagar 
and Vizag Steel Plants in the 
South would be almost double 
that of the cost involved for 
expansion of Bokaro or Bhilai. 
Whereas investment per ingot 
tonne for plants located on 
green-field site is expected to 
vary between Rs 3,750 and 
Rs 4,000, the corresponding 
capital cost on identical basis 
for expansion of the capacity 
of Bhilai (from 2.6 million to 
4.0 million tonnes) has been 
estimated at Rs 2,500 and, in 
the case of Bokaro, about 
Rs 2,160 (for expansion from 
1.7 million to 4.0 million ton¬ 


nes). The capital outlay on 
our project based on an annual 
capacity of 60,000 tonnes would 
work out considerably less 
than the corresponding capital 
outlay on new projects recently 
sanctioned by Government. 

If we had received the 
approval of the Government 
to our Expansion Scheme with¬ 
in a reasonable period we could 
have taken advantage of the 
prices of plant and equipment 
prevailing in 1971 thereby 
saving a considerable amount 
of foreign exchange expendi¬ 
ture. Increase in the price of 
the plant and equipment in the 
Continent has been anywhere 
from 10% to 15% per year and 
the delay in going ahead with 
the Expansion Scheme will 
result in avoidable increase in 
the capital outlay, particularly 
in terms of foreign exchange. 

Another factor which is in 
favour of expansion of a plant 
like ours is the shorter 
gestation period resulting in 
quicker displacemnt of imports 
and consequnetial savings in 
foreign exchange as well as 
larger earmngs of foreign ex¬ 
change through exports of 
alloy-stcel-based engineering 
products. 

Moreover, in respect of 
royalties, MUSCO's expansion 
would yield a distinct and re¬ 
curring advantage from the 
point of view of National Ex¬ 
chequer in terms of smaller 
outflow of foreign exchange. 
Our Collaborators have agreed 
graciously not to charge addi¬ 
tional royalty on any quantity 
beyond 36,000 tonnes. This 
advantage alone should weigh 
heavily in the minds of the 
Authorities in favour of our 
proposal for expansion of 
plant capacity upto 60,000 ton¬ 
nes. 

Summing up, l feel that our 
Expansion Scheme is basically 
in consonance with the Govern¬ 
ment's thinking on the expan¬ 
sion of Mild Steel Plants. The 
social cost benefit of our Scheme 
from a macro perspective is 
also too obvious to be empha¬ 
sised. In spite of these advan¬ 
tages, the fact that our expan¬ 
sion scheme has been virtually 
kept in cold storage by the 


Government for rearly two 
years is rather inexplicable in 
the face of the avowed policy 
of the Government that units 
in the Private Sector are expect¬ 
ed to augment the production 
of Alloy and Special Steels in 
the country. In these days when 
self-reliance, import displace¬ 
ment and rapid growth of eco¬ 
nomy are the cornerstones of 
our economic planning, we can¬ 
not afford to let industrial 
applications, based on sound 
economic reasons, shrivel up 
in delays like this. I therefore 
fervently hope that the Govern¬ 
ment will accord its approval 
to our Expansion proposals 
without and further loss of 
time. 

Scrap : 

Over the year under review, 
the capacity utilisation of Alloy 
Steel Industry has not been 
upto the mark. We have, as in 
the past, met with snags in the 
supplies of several of our most 
essential raw materials.'Inthe 
case of scrap, the severity of 
shortage is fully manifest in 
the relentless surge in prices. 
It is desirable that scrap dea¬ 
lers voluntarily agree to exer¬ 
cise some restraint in the 
matter of scrap price increases. 
A recent study indicates that 
the requirements of scrap in 
1976-77 would be double that 
of 1972-73, being of the order 
of 1.37 million tonnes. The 
supplies, however, are not 
growing at the same rate. From 
a nominal surplus position in 
1970-71, we have today reach¬ 
ed a stage when we have to 
start importing heavy melting 
scrap. 

Even after measures are 
taken to improve scrap collec¬ 
tion and scrap processing, 
there would still be a wide gap 
between scrap requirements 
and availability. It is, there¬ 
fore, necessary to plan ahead, 
foresee gaps in supplies and 
attempt to bridge them by sett¬ 
ing up sponge iron plants/ 
metallised iron pellet plants. 

Power : 

In respect of power, there are 
mainly two points which are o£ 
immediate relevance to the 
operations of your Company. 
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The first relates to the appre¬ 
hended serious shortage of 
power which is an essential in¬ 
put for melting operations, in 
the coming years. As you know, 
the present power situation in 
Maharashtra is not that 
comfortable and this situation 
is likely to continue unless 
immediate steps are taken to 
augment power generation. If 
I may say so, the Electric Fur¬ 
nace Industry, which is a power 
intensive one, has a share in 
the total generation capacity of 
only about 0.2 milion K.Ws 
or about 1.5 % of the generation 
capacity or 2% of the peak 
demand. We would, therefore, 
urge the authorities concerned 
to ensure adequate supplies of 
this essential input round-the- 
clock and all through-the-year. 

I would also suggest the crea¬ 
tion of regional grids, which 
will help any Power Authority 
to take advantage of the ups 
and downs in the daily and 
seasonal peak demands, so 
that temporary shortages in 
one State may be made good by 
the temporary surplus in ano¬ 
ther State. Attention has also 
to be paid to the question of 
reducing energy losses in trans¬ 
mission and distribution. Hand 
in hand with these measures, 
there should be no slackening 
in the creation of fresh capacity 
for power generation. 

A second and more urgent 
issue relates to the power 
tariff. At the moment the power 
cost for electric steel produc¬ 
tion in Maharashtra is almost 
prohibitive. I had referred in 
my previous statement that a 
Committee headed by the 
Industries Commissioner had 
been appointed by the Govern¬ 
ment of Maharashtra to in¬ 
quire into this question. We 
learn that this Committee has 
recommended granting of 
exemption from Electricity 
duty to power intensive indus¬ 
tries and bringing the tariff 
for power intensive units on 
par with those prevailing in 
States such as Mysore, Tamil 
Nadu, Gujarat and Madhya 
Pradesh. 

Of late the Union Govern¬ 
ment is said to be advocating 
a concessional tariff of about 
4.5 Paise per KWH for purpos¬ 
es of encouraging Mini Steel 


plants in orde? to stimulate the 
growth of indigenous techno¬ 
logy for sponge tfon. Needless 
to say this is a move in the right 
direction and I only hope that 
the Maharashtra Government 
will act quickly in the matter 
of restructuring the MSEB 
tariff for electro-metallurgical 
industries. 

Exports : 

Although the indigenous out¬ 
put of Alloy and Special Steels 
is not sufficient to meet the 
requirements of the country, 
which position is likely to con¬ 
tinue for a few years to come, 
there is, in my opinion, scope 
for direct export of certain 
types of Alloy and Special 
Steels. Of course, indirect ex¬ 
ports of Alloy and Special 
Steels are taking place at the 
moment in the form of sophis¬ 
ticated engineering products. 
My submission to the Govern¬ 
ment is that those Alloy Steel 
Plants which have been able 
to establish reputation for 
consistency in quality should 
be offered adequate incentives 
for export of Alloy and Special 
Steels. Although initially the 
quantity which could be spar¬ 
ed for export market would 
not be substantial, the efforts 
to find markets for such sophis¬ 
ticated products will pay divi¬ 
dends from a longterm perspec¬ 
tive when the country’s output 
of Alloy Steel will be sufficient 
to meet the entire domestic 
demand, leaving some export¬ 
able surplus. 

Imports o! Canalised Items : 

As 1 had mentioned in my 
previous statement, the imports 
of Graphite Electrodes, Re¬ 
fractories, Ferro Alloys, Heavy 
Melting Scrap, Sponge Iron 
and Nickel were canalised 
through Government Trading 
organisations. On this matter 
we have had an open mind 
despite our misgivings. Never¬ 
theless, I am now constrained 
to say that our experience so 
far in the matter of our obtain¬ 
ing these imported materials 
has not been happy. Nor are we 
satisfied with the manner in 
which imports are arranged, 
the lead time for physical re¬ 
ceipt of the material and finally 
the actual cost we have to incur 


for their supplies. The com¬ 
mission of the order of 5 to 
H % of the CIF value charged 
by the Canalising Agencies 
is definitely on the higher side 
and by any measure, out of 
proportion to the actual costs 
involved in the import of such 
materials. A better way to cal¬ 
culate commission would be to 
work out the actual cost of 
imports and to charge about 
1 % extra over and above such 
actual costs. 

There is not much of a busi¬ 
ness-like-approach in arrang¬ 
ing imports. The time taken for 
finalising firm orders is nearly 
6 to 7 months, whereas it never 
ought to take more than 2 to 3 
months. Secondly, to curtail 
such delays, regular live-wire 
contacts with the consumers for 
purposes of consulting them 
regarding the most desirable 
source of supply, prices, qua¬ 
lity, specifications and so 
forth are lacking. I suggest that 
the Canalising Agencies permit 
the consumers to scrutinise the 
offers received by them so that 
they could identify the best 
offer without any undue loss of 
time. Such a procedure will 
also ensure that specification- 
wise the material ordered 
by the Canalising Agencies is 
strictly in accordance with their 
requirements. The time lag 
involved between the date of 
the application for release order 
and the physical receipt of the 
canalised material is such that 
the expressed intention of the 
Government that the consum¬ 
ers could get their half-yearly 
requirements on a replenish¬ 
ment basis is defeated. Timely 
receipt of the materials is a 
sin* qua non for keeping the 
wheels of production running. 
Clubbing all release orders for 
small values entails a certain 
amount of delay in placing the 
final orders with the foreign 
suppliers, completely upsetting 
the delivery requirements of the 
consumers. There is, therefore, 
a prhno facie case for Canalis¬ 
ing Agencies issuing letters of 
authority in favour of consum¬ 
ers to import on their own 
wherever the value of each indi¬ 
vidual release order is less than 
Rs 50,000. 

Collaborators : 

The Shareholders will be 


glad to know that thqre id 
been a merger effective fioin ls| 
January 1972 between ou 
Collaborators—Ugino Kuhl 
matin and Pechiney Group it 
France. This merger has result 
ed in the creation of a supe; 
conglomerate with an annua 
turnover of 2.7 billion dollats- 
according to various rankings 
this new undertaking shall bi 
number one in France and wi 
be one of the top tcncompanie 
outside the United States. A 
a result of the merger, th< 
assets and industrial activitie 
of various companies belongb; 
to Pechiney and Ugine Kuh 
mann Group have been re 
grouped within the seven div. 
sions viz. Aluminium, Coppei 
Special Steel, Ferro Alloys 
Chemicals, Special Product 
and Nuclear Products. 

Our association with Fechi-j 
ney Ugine Kuhlmann opens up| 
new vistas for close coopera¬ 
tion and collaboration in severa 
fields whereby we can make 
fuller use of our financial and 
manpower resources and the 
expertise we have been able tc 
build up within our own orga¬ 
nisation. With a view to select¬ 
ing some oi the products with 
in the gamut of activities o 
Pechiney Ugine Kuhlmann foi 
eventual manufacture in the 
country, it is proposed to esta¬ 
blish a Merchandising Division 
to acquire the necessary skil 
and experience in marketing 
PUK’s products and sale o 
their techniques to third partie 
in India wherever considerec 
necessary. 

Before I conclude, 1 would 
like to express my sincere 
appreciation of the unstinted 
efforts put in by your officers, 
staff and workers in setting 
new records. I am also grate¬ 
ful to my colleagues on the 
Board for their sound advice 
and counsel. We are aisc 
indebted to Ugine Aciers foi 
providing technical assistance 
in solving some of the produc¬ 
tion problems and in establish 
ing new grades of steel. 

Note: This does not purpor 
to be the recore 
of the proceeding 
of the Ninth Annua 
General Meeting o 
the Company. 
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TABLE I 

Sex fat Rural and Urban Areas 



Persons 

Males 

Females 

Total 

547,949,809 

283,936,614 

264,013,195 

Rural 

438,855,500 

225,218,984 

213,636,516 

Urban 

109,094,309 

58,717.630 

50,376,679 


TABLE II 

Urban Areas : Over One Million 


Population of 
India: 

April 1,1971 

The 1971 decennial census enu¬ 
meration of the population of 
India was carried out from 
March 10, to April 3,1971 with 
reference period as the sunrise 
of April 1, 1971. The abstracts 
of the population figures were 
collected from more than a 
million enumeration staff 
engaged in the gigantic ope¬ 
ration through a relay system 
from the field and the provi- 
, sional population figures were 
released by the Registrar Gene¬ 
ral within a record time of ten 
days from completion of the 
enumeration. This was the 
shortest time in the history of 
Indian Census, as indeed in the 
census history of any country 
in the world, that the provisi¬ 
onal results were announced 
after the Population Count. 
The schedules canvassed for 
every individual in the country 
were processed in hundred and 
old Regional Tabulation 
offices opened all over the 
country and now the f inal 
figures of population are 
available. 

The final population of India 
as on sunrise of April 1, 1971 
was 547,949,809; the break¬ 
up by sex and rural-urban 
areas, is as follows. 

For the first time, the 1971 
Census covered the Indian 
members and their families of 
our Missions abroad (Diplo¬ 
matic Corps). 

The difference between the 
final population now compiled 
after detailed sorting and tabu¬ 


lation of the schedules and the 
provisional population figure 
released last year with the help 
of the census enumerator's abs¬ 
tracts is extremely small being 
only 0.11 per cent. Besides, 
the provisional figures did not 
include the figues of our 
Indian Missions abroad : 

(1) Final population 
547,949,809 

(2) Provisional population 
547,367,926. 

(3) Difference between 
Provisional and Final Popula¬ 
tion (1)—(2) 581, 883. 

(4) % difference over (2) 

+ 0 . 11 . 

The total population of sche- 
eduled Castes and scheduled 
Tribes as revealed by the 1971 
Census was as follows ; 

Total Population 547,949,809. 

Scheduled Caste Population 

Number 79,995,896. % to the 
total population 14.60. 

Scheduled Tribe Population 

Number 37,974,953; % to the 
total population 6.93. 

The present volume of final 
population figures is being re- 


Urban Area Popu- Urban Aren Popu¬ 
lation lation 


1 . Calcutta Urban 

7,031,382 

Agglomeration 

2. Greater Bombay 

5,970,575 

3. Delhi Urban 

3,647,023 

Agglomeration 

4. Madras Urban 


Agglomeration 

5. Hyderabad Urban 

1.169,930 

Agglomeration 

1,796,339 


6 . Ahmedabad Urban 

Agglormcrat ion 1,741,522 

7. Bangalore Urban 

Agglomeration 1,653,779 

8 . Kanpur Urban 
Agglomeration 1,275,242 

9. Poona Urban 

Agglomcrat ion 1,135,034 


TABLE III 


Population : Religion-wise 


Religious 

Community 

Population 

Sex 

ratio 

(/.*. 

females 
per 1000 
males) 

Propor¬ 
tion to 
total 
popula¬ 
tion 

(per cent) 

Decadal 
growth 
rate 
1961-71 
(per cent) 

Total Population 

547,949,809 

930 

100.00 

24.80 

Hindus 

453,292,086 

930 

82.72 

23.69 

Muslims 

61,417,934 

922 

11.21 

30.85 

Christians 

14,223,382 

986 

2.60 

32.60 

Sikhs 

10,378,797 

859 

1 89 

32.28 

Buddhisms 

3,812,325 

962 

0.70 

17.20 

Jains 

2,604,646 

940 

0 47 

28.48 

Others 

2,184.556 

1,011 

0.40 

26.10 

Religion not stated 

36,083 

863 

0 01 

— 


TABLE IV 

Trends in Population Growth ; 1951-6! and 1961-71 


Religion 

Population 

Proportion to total po¬ 
pulation (per cent) 

Decadal growth rate 
per cent 

1961 ’ 

1971 

1961 

1971 

1951-61 

1961-71 

Total Population 439,072,582 

547,949,809 

100.00 

100.00 

21.50 

24.80 

Hindus 

366,393,102* 

453,292,086 

83.51 

82.72 

20.29 

23.69 

Muslims 

46,938,584* 

61,417,943 

10.70 

11.21 

25.61 

30.85 

Christians 

10,723,560* 

14,223,382 

2.44 

2.60 

27.38 

32.60 

Sikhs 

7,845,098* 

10,378,797 

1.79 

1.89 

25.13 

32.28 

Buddhists 

3,200,333* 

3,812,325 

0.73 

0.70 

2267.01 

17.20 

Jains 

2,027,248* 

2,604.646 

0.46 

0.47 

15.17 

28.48 


•Note ; The 1961 figures do not contain ths figures of Arunachal Pradesh as the All India 
- Schedule was not Canvassend throughout that Pradesh then. 
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leased to meet the persistent 
j demands for the statutory use 

[ of the 1971 Census figures for 
various purposes such as deli- 
.mitation of electoral consti¬ 
tuencies, allocation of funds, 

■' determination of city allowan- 
ces, etc. 

Over one million population 
cities 

J. The final population figures 
now compiled confirm the 
[- following nine urban areas as 
j having a population of over 
•. one million : 

l The broad picture revealed 
4 of the major religious com- 
t munities in India at the 1971 
? Census is as follows : 

• Table IV indicates the trends 
1 observed in the last two 
1 decades : 

? Hindus 

* The Hindus form the bulk 
‘ of India's population, account¬ 
ing for 82.72 per cent of the 
^ total population. The states 
| and union territories in 
/ which Hindus constitute less 
t than 60 per cent of the popu¬ 
lation are : Kerala (59.4 
fper cent), Manipur (58.97 
. (per cent), Punjab (37.54 per 
^cent), Jammu & Kashmir 
J (30.42 per cent), Arunachal 
Pradesh (21.99 per cent), 

: Meghalaya (18.50 per cent), 
[ Nagaland (11.43 per cent), 
; L. M & A Islands (4.86 per 
* cent). In 38 districts out of 
'the total of 356 districts in the 
‘country the Hindus form less 
Jthan 50 per cent ol the popu¬ 
lation. The growth rate (23.69 
*.per cent) of Hindus who consti¬ 
tute the large majority of the 
^population conforms to the 
'general growth rale ol 24.80 
•per cent. 

V Muslims 

I 

j The Muslims constituting 
ill .21 per cent of the total 
^population form the next 
{largest section of the popu- 
ilation. The states and union 
territories in which their pro¬ 
portion is larger than the nat- 
J lonal average are : L. M & A 
JJslands (94.37 per cent), 
fJammu & Kashmir (65.85 
Ipcr cent), Assam (24.03 per 
teent). West Bengal (20.46 
zper cent), Kerala (19.50 per 
^cent), Uttar Pradesh (15.48 
■^per cent), Bihar (13.48 per 
Scent). There are 38 districts in 
|the country in which Muslims 
Kform more than 20 per cent 


of the population.. The growth 
rate recorded % the Muslims 
in 1961-71 was (30.85 per 
cent) which is much higher than 
the general growth rate of 
24.80 per cent. The higher 
growth rate of Muslims has 
been attributed by some re¬ 
search scholars to the higher 
fertility among them due 
to their socio-cultral traits 
such as permissiveness of re¬ 
marriage lesser extent of abs- 
tentation etc. 

Christians 

The Christians form only 
2.60 per cent of the popula¬ 
tion. The southern states 
of Kerala, Tamil Nadu and 
Andhra Pradesh together 
account for more than 60 per 
cent ot the Christian population 
of the country. The states 
and union territories in 
which more than a fifth of the 
population is made up of Chris¬ 
tians are : Nagalad (66.76 
per cent), Meghalaya (46.98 
per cent), Goa, Daman & 
Diu (31.77 per cent), Andaman 
& Nicobar Islands (26.35 per 
cent), Manipur (26.03 per cent) 
and Kerala (21.05 per cent). 
The Christians have recorded 
a high growth rate of 32.60 
per cent during the decade 
1961-71. Excepting in Gujarat, 
Himachal Pradesh, Kerala, 
Punjab, West Bengal, Anda¬ 
man and Nicobar Islands, 
Delhi, Goa, Daman and Diu 
and Pondicherry, the growth 
rate of Christian population 
has been higher than that of 
the respective general populat¬ 
ion growth rates in the rest of 
the states and union terri¬ 
tories. 

Sikhs 

The Sikhs who form only 
1.89 per cent of the total popu¬ 
lation are concentrated largely 
in the Punjab which accounts 
for 78.62 per cent of the Sikh 
population of the country. 
60.22 per cent of the populat¬ 
ion of Punjab and 25.45 per 
cent of the population of 
Chandigarh Union Territory, 
7.16 per cent of the population 
of Delhi Union Territory and 
6.29 per cent of the population 
of Haryana is made up of 
Sikhs. In no other state or 
union territory do they form 
even five per cent. However, 
the growth rate recorded by 
the Sikhs during 1961-71 has 
been quite high, viz., 32.28 
per cent. 


Buddhists 

The Buddhists constitute 
only 0.70 per cent of the total 
population of the country. 
Maharashtra accounts for over 
85 per cent of the total Bud¬ 
dhist population of the coun¬ 
try though forming only 6.47 
per cent of the population of 
the state* In Arunachal Pro- 
desk 13.13 per cent of the 
population are Buddhists. At 
the district level, in the three 
well-known Buddhist dis¬ 
tricts of Lahaul & Spiti (61.53 
per cent) in Himachal Pradesh, 
Ladakh (51.82 per cent) in 
Jammu and Kashmir and 
Kameng (37.98 per cent) of 
Arunachal Pradesh, the Bud¬ 
dhists form a substantially 
large proporton. The growth 
rate recorded of Buddists in 
1961-71 was only 17.20 per 
cent as against the phenome¬ 
nal growth rate of about 2267 
per cent in the previous decade. 


converts from Scheduled Cast 
os t< 

return their religion as 
with the hope of not deprive 
themselves of the concession 
.available tp Scheduled Pastes 

Jains 

The Jains constitute onl 
0.47 per cent of the popul&tto 
and they are spread largely i 
the Western part of the count! 
viz. Maharashtra, Rajastha 
and Gujarat, but even in thos 
states they form a yeiy sma 
proportion of the total popi 
lation. The only states an 
union territories in which i 
least one per cent of the* ! jpopi 
lation are Jains are : Raja 
than (1.99 per cent), Gujari 
(1.69 per cent), Mahar&shti 
(1.40 per cent) and Del 
(1.24 per cent). The Jains a 
essentially concentrated 
urban areas. This is the on 
religious community who; 
total number in urban arei 


The decade 1951-61 witnessed exceeds its strength in rur; 
the neo-Buddhist movement areas. There is noting strikir 
which led to large-scale adopt- about their growth rate whk 
ion of Buddhism by the Sche- was 28.48 per cent during tl 
duled Castes, particularly in decade 1961-71 except that 
Maharashtra. It is possible exceeded the general growl 
that during 1961-71 certain rate of 24.80 per cent. 


GOVERNMENT OF INDIA 

4 1 PER CFNT LOAN 1979 TO BE 1SSUFD AT RS. 100.00 
PER CENT AND REPAYABLE AT PAR ON 15TH JULY 1979 
5 PFR CENT LOAN 1983 TO BE ISSUED AT Rs. 99.50 
PER CENT AND REPAYABLE \T PAR ON I5TH JULY 
1983. 5J PER CENT LOAN 2002 TO BE ISSUED AT 
Rs. 100.00 PER CENT AND REPAYABLE AT PAR ON 
15TH JULY 2002 

Subscriptions to the above loans will be received simultaneous 
and will be limited to a total of Rs. 350 crorcs (approximately 
Subscriptions may be in the form of (i) cash/chcque or (ii) securities < 
the Government of India 4J per cent Loan 1972 and/or 4 per cent Loa 
1972 which will be accepted for conversion at par. Government resen 
the right to retain subscriptions upto ten per cent in excess of tl 
notified amount. 

If the total subscriptions received for the new loans exceed the notifu 
figure plus the amount of ten per cent retainable as aforesaid, parti, 
allotment will be made in respect of the ca'h subscriptions received and t) 
balance refunded in cash as soon as possible. 

Interest on the securities of 44 per cent Loan 1972 and 4 per cent Los 
1972 tendered for conversion into the new Loan will he paid at the rate < 
44 per cent p:r annum and 4 per cent per annum respectively upto ar 
inclusive of 14th July 1972 at the time of issue of the new securities. 

Interest will be paid half-yearly on the 15th January and 15th Jul 
Interest on nil the loans now issued together with interest on other prcvioi 
Government Securities and income from othjr approved investments will 1 
exempt from income-tax subject to a limit of Rs. 3,000 per annum ar 
subject to other provisions of Section 80L of the inconie-tax Act, 1961. TJ 
value of invesiments in the loans now issued together with the value * 
other previous investments in Government securities and the other inves 
ments specified in Section 5 of the Wealth Tax Act will also be exempt fro 
the Wealth Tax upto Rs. 1,50.000/-. 

Subscription lists will open on 15 July 1972 

and close on 18th July 1972 or earlier without notice. 

Applications for the new loans will be received at : 

(a) offices of the Reserve Bank of India at Ahmedabad, Bangalor 
Bombay (Fort and Byculla), Calcutta. Hyderabad, Kanpu 
Madras, Nagpur, New Drihi and Patna ; 

(b) branches of the subsidiary bank $f the State Bank of lnd 
conducting Government treasury work except at Hyderaded; ar 

(c) branches of the Stato Bank of India at other places in India. 
For full particulais please apply to any of these offices or branches. 
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financial 
PerformancB 
of 543 
Companies 
1970-71 


The corporate sector per- 
ormed well in 1970-71, ac- 
ording to a study by the In- 
[ustrtal Credit and Invest- 
nent Corporation of India 
ICICI) of the finances of 543 
ompanies. The companies 
eviewed consist of 454 public 
imited companies and 89 pri¬ 
vate limited companies which 
eceived ICICI assistance in 
he year ending September 30, 
1971. Sales net of excise duty 
or these companies increased 
rom Rs 3,489 crores to Rs 
1,010 crores; correspondingly, 
?ross profit increased from 
Rs 584 crores to Rs 676 crores. 
\mong industry groups, auto- 
nobilc and cycles, chemicals 
md petro-chemicals, machi- 
lery, manufacture, metals 
ferrous and non-ferrous), ship¬ 
ping, sugar and textiles show a 
gain both in sales and gross 
profits. 

At present there is a consi¬ 
derable time-lag in the avail¬ 
ability of data on the financial 
performance of the private cor¬ 
porate sector. A systematic 
analysis based on a sample 
study of the private corporate 
sector is available from two 
sources, namely, the Reserve 
Bank of India (RBI) and The 
Economic Times Research 
Bureau. The latest sample 
study of RBI for 1501 public 


1. Reserve Bank of India Bulletin, 
April 1972. The Economic Times . 
October 26, 1971. 

2. Reserve Bank of India Bulletin, 
February 1972. 

3. It should be mentioned (hat the 
sample docs not cover all 
companies assisted by ICICI. 
Companies excluded are mainly 
those which were not yet in 
production or those for which 
balance sheet data were not yet 
available. 


limited companies, just pub¬ 
lished, provides data for the 
financial year (April-March) 
1969-70 and the one by The 
Economic Times ; based on a 
sample of 686 public limited 
companies, also covers the 
same financial year. 1 To 
some extent RBI has made an 
effort to bridge this gap by 
publishing a study on 290 
large public limited compa¬ 
nies for the year 1970-71. 2 

The sample of 543 companies 
to which the following tables 
relate, is composed of 454 
public limited companies and 
89 private limited companies. 
In terms of paid-up capital, 
the 454 public limited com¬ 
panies in ICICI’s sample form 
about 65 per cent of the RBI’s 
sample of 1501 public limited 
companies and 53 per cent 
of the private corporate sec¬ 
tor. However, in interpreting 
the ICICI data, it should be 
borne in mind that the ICICI 
sample is not a statistically 
representative sample of the 
private corporate sector. 

Following the pattern of 
distribution of ICICI assis¬ 
tance, the sample is heavily 
weighted in favour of non- 
traditional and new product 
industries as well as textiles, 
where ICICI has provided as¬ 
sistance to a large number of 
companies for modernisation 
and replacement purposes. 3 
Thus, as the table below, 
industry groups such as chemi¬ 
cals and petro-chemicals, 
ferrous metal products, 
machinery manufacture, and 
automobiles and cycles account 
for nearly 48 per cent of the 
total paid-up capital of com¬ 
panies covered by the sample. 

These 543 companies have 
combined gross fixed assets of 
Rs 3,351 crores in 1970-71 
which are spread over 17 indus¬ 
try groups spanning 15 states 
and three union territories. 
The industry group-wise clas¬ 
sification of the companies is 
based on the United Nations 
’'International Standard In¬ 
dustrial Classification” of all 
economic activity. The indus¬ 
try groups are very wide in 
their coverage; for example 
the chemicals and petro¬ 
chemicals group includes pro¬ 
ducts ranging from fertilisers 
and pharmaceuticals to varni¬ 
shes and lacquers. It is, thcrc- 


Table I 

Industry-wise Classification of Companies 


Number 

Paid-up 

Per Cent 

Industry Group 

of 

Capital 

ofTolal 

Companies (Rs crores) 

Automobiles and Cycles 

26 

71.48 

7.6 

Cement 

11 

56.20 

5.9 

Chemicals/Petro-chemicals 

74 

216.07 

23.0 

Electricity, Gas & Steam 

7 

37.54 

3.8 

Electrical Equipment 

43 

45.58 

4.8 

Food Products (Other than sugar) 

18 

12.42 

1.3 

Glass & Pottery 

16 

13.73 

1.5 

Machinery Manufacture 

72 

70.24 

7.4 

Metal Products, Ferrous 

42 

97.06 

10.3 

Metal Products, Non-Ferrous 

25 

51.95 

5.5 

Pulp, Paper & Paper Products 

26 

49.91 

5.3 

Rubber Products 

11 

23.34 

2.5 

Shipping 

6 

20.57 

2.2 

Sugar 

11 

11.83 

1.3 

Textiles 

84 

115.68 

12.2 

Wood Cork and Hardboard 

4 

2.05 

0.2 

Miscellaneous 

67 

48.99 

5.2 

Total 

543 

944.62 

100.0 

Tabll 1A 



All Companies : Summary of 

Accounts 




(Rs crores) 



1969-70 

1970-71 

Number of Companies 


543 

543 

Paid-up Capital 


896 47 

944 62 

Reserves 


597 70 

687 65 

Long-term Loans 


839 07 

821 28 

Bank Borrowings for working Capital 

594 60 

624 93 

Other Loans 


172 77 

203 85 

Current Liabilities 


1636.52 

1816.27 

Gross Fixed Assets 


3115.45 

3351.42 

Plant and Machinery 


2307.70 

2466.58 

Depreciation (from balance sheet) 


1294.47 

1476.55 

Inventories 


855.55 

962.29 

Current Assets 


2044 92 

2288 70 

Investments 


101 94 

106 07 

Cash and Bank Balances 


147.12 

172.48 

Sales (Net of excise duty) 


3488.75 

4009.87 

Gross Profit 


584.48 

675.61 

Interest 


122.96 

137.73 

Depreciation 


177.23 

192.90 

Operating Profit 


274.62 

339.78 

Taxation 


103.47 

134.67 

Retained Earnings 


90.52 

111.58 

Net cash Accruals 


267.76 

304.47 

Dividends (ordinary and preference) 

80.62 

93.53 

Gross Value-Added 


1070.03 

1235.86 

Net Value- Added 


892.79 

1042.96 

Quick Ratio 


39:61 

39:61 

Current Ratio 


56:44 

56:44 

Equity-Debt Ratio 


64:36 

67:33 

Operating Profit and interest as % 

of 



Capital Employed 


12.8 

14.5 

Gross Value-Added as% of Total Assets 26.9 

28.6 

Net Value - Added as % of Total Assets 22.5 

24.2 

Asset Turnover Ratio (Net) 


112.0 

119.6 

Asset Turnover Ratio (gross) 


87.9 

93.0 

Inventory Trunovcr Ratio 


24.5 

24.0. 

Operating Profit as % of Sales 


7.9 

8.5 
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iwc, important to use caution 
in identifying particular in¬ 
dustry groups with particular 
products. Broadly, the pro¬ 
duct coverage of each industry 
group is given in Appendix 1. 

For the purpose ol aggre¬ 
gation, the industry classifi¬ 
cation of a multi-product and 
diversified company is on the 
basis of the product account¬ 
ing for the largest share in the 
turnover of the company. Simi¬ 
larly, a multi-product firm hav¬ 
ing plants in various states is 
classified as belonging to a 
particular state, if the product 
having the largest share in 
the total turnover of the com¬ 
pany is manufactured in that 
state. It should be stressed 
that state-wise distribution of 
companies in the sample is 
highly uneven. The sample 
covers only a few companies 
from five slates, viz, Assam, 
Madhya Pradesh, Orissa, 
Punjab and Rajasthan. For 
these states, in particular, the 
sample is highly unrepresenta¬ 
tive and should he interpreted 
with caution. 

In terms of size, companies 
having paid-up capital above 
Rs 50 lacs constitute nearly 
50 per cent of the total number 

companies covered in the 
sample (as against 37 per cent 
n the RBI's sample of 1501 
companies). The ICICI sample, 
lowever, also includes 27 small 
companies with paid-up capi- 
al of less than Rs five lacs 
RBFs sample covers only 
.ompanies with paid-up capi- 
al above Rs five lacs). 

The accounting year for 
he present study is Oclober- 

Tabll 111 

Distribution of Companies 

'ear ending Number 

of com¬ 
panies 

October 1970 18 

lovember 1970 2 

December 1970 199 

inuary 1971 
ebruary 1971 
larch 1971 
pril 1971 
lay 1971 
me 1971 
lly 1971 
ugust 1971 
:ptember 1971 


September. Urns, for 1970-71, 
financial statements ending 
from October 1, 1970 to Sep¬ 
tember 30, 1S71 are included 
in the ICICI sample. These 
cover balance sheets received 
upto end of March 1972. The 
table below shows the distri¬ 
bution of 543 companies ac¬ 
cording to the month in which 
their financial year ends. 

It is interesting that as many 
as 324 companies out of 543 
have their year endings in 
1971. For the year 1971, there¬ 
fore, the tables provide the 
latest available aggregated 
balance sheet data (the finan¬ 
cial year for RBI sample 
of 290 large companies is 
April 1970 to March 1971). 

The definitions of some of 
the items included in the tables 
are as follows : 

Gross fixed Assets : Gross 
fixed as sets are all fixed 
assets including capital 
work-in-progress. 

lota) Assets : Total assets 
are gross fixed assets and 
inventories. 

Current Assets : Current 
assets are inventories, 
stores, receivables, ad¬ 
vances and cash, bank 
balances. 

Current Liabilities : Current 
liabilities arc short-term 
loans, bank borrowings 
for working capital, and 
other usual current liabi¬ 
lities. 

Operating Profits : Operat¬ 
ing profits are profits be¬ 
fore tax but after interest, 
depreciation and man¬ 
agement remuneration. 

Net Cash Accruals : Net 
cash accruals are depre¬ 
ciation and retained earn¬ 
ings* 

Gross Value-Added : Gross 
value-added is operating 
profits interest, depreciat¬ 
ion and salaries and wages. 

Net Value-Added : Gross 
value-added minus de¬ 


as 

based on 
only, 
previous 


2 

200 

12 

5 

63 

6 
10 
24 


* Operating profits as well 
retained earnings are 
current jear operations 
Adjustments in respect or 
years have been ignored. 


predation. 

Equity-Debt Ratio : Pro¬ 
portions of equity and debt 
expressed in percentage 
terms: debt includes' 
long term loans only. 

Current Ratio : Proport¬ 
ions of current assets to 
current liabilities expres¬ 


sed in percentage terms. 

Quick Ratio : Proportion ol 
liquid assets (i.e. cadi and 
bank balances, investments! 
receivables and advances to 
current liabilities expressed 
in percentage terms. 

Asset Turnover Ratio (gross) 
Net sales as a percentage 


Table IB 


All Companies : frequency Distributions 


Equity : Debt Ratio 
Below 30:70 
30:70 to 50:50 
51:49 to 75:25 
76:24 and above 
Companies not in production 


Current Rntio 
Below 40:60 
41:59 to 50:50 
51:49 to 60:40 
61:39 to 70:30 
71:29 and above 
Companies not in production 


Return on Capital Employed 

No Return 
0.1% to 5.0% 

5.1% to 10.% 

10.1% to 15.0% 

15.1% to 20.0% 

20.1% to 30.0% 

30.1 % and above 
Companies not in production 


Number 

of Companies 

1969-70 

1970-71 

i 

37 

45 

77 

55 

176 

201 

249 

242 4 

4 

— 

543 

543 

33 

33 

122 

113 

263 

276 

88 

88 

33 

33 

4 

— 

543 

543 

58 

48 

58 

44 

104 

89 

120 

143 

78 

80 

70 

87 

51 

52 

4 

— 


543 543 


Table II 


Frequency Distribution of Companies by Paid-up Capital 



ICICI Sample 
(1970-71) 

RBI Sample 
(1969-70) 

Companies 

% 

of Total 

Companies 

% 

of Total 

Less than Rs 5 lacs 

27 

5.0 



Rs 5 lacs to Rs 10 lacs 21 

4.0 

180 

12.0 

Rs 10 lacs to Rs 25 lacs 71 

13.0 

436 

29.0 

Rs 25 lasc to Rs 50 lacs 97 

18.0 

330 

22.0 

Rs 50 lacs to Rs 





100 lacs 

129 

24.0 

261 

17.0 

More than Rs 100 





lacs 

198 

36.0 

294 

20.0 

Total 543 

100.0 

1501 

100.0 


ASTE&N ECONOMIST 


1282 


1972 30, JUNE 



p 






of gross fix# assets and 
inventories. % 

■ :■% ■ ' ' 

Asset TumoverjRatio (Net ): 
Net sates as a percentage 
► of gross fixed assets. 

Inventory Turnover Ratio : 
Inventories as a percentage 
of net sales. 

The fifty-four tables in Part 
I are organised in three sec- 
ions. Tables 1A and IB give 
lata for entire sample; Tables 
!A to 18B for each of. the 
7 major industry groups; and 
fables 19 to 36 for 15 states 
tnd three union territories, 
{elected items from the ac¬ 
counts of companies have been 
ummarized and presented in 
he order of (a) balance sheet 
Kims, (6) profit and loss account 
terns, (e) some important ratios, 
.n addition, for the entire 
iample as well as for each 
ndustry-group tables on fre¬ 
quency distributions have been 
ncluded for equity-debt ratio. 
Current ratio, and return on 
apital employed. 

Points of Interest 

It is not the purpose here 
to critically review or 
provide a prose summary of 
the tables that follow. How- 
sver, it may not be out of 
alace to touch upon some 
points of interest regarding 
the financial state of the cor¬ 
porate sector that emerges from 
these tables. 

Profitability 

The first point of interest 
is that during 1970-71, there 
has been a significant increase 
in sales and profitability of 
the sample companies. Sales 
increased by 15 per cent and 
operating profits by about 
24 per cent. Operating pro¬ 
fits as a percentage of sales 
thus increased from 7.9 per 
cent in 1969-70 to 8.5 per 
cent in 1970-71, and gross 
returns (profits plus interest) 
on capital employed increased 
from 12.8 per cent to 14.5 
per cent. It would seem that 
the better record of profita¬ 
bility, despite higher costs of 
raw materials and higher inci¬ 
dence of \vages, was possible 


due to better price realisation 
iii the case of a number of 
industries. The contribution by 
value-added as percentage 
of fixed assets and inventories 
increased from 26.9 per cent 
to 28.6 per cent during the 
period. Operating assets of 
the companies also seem to 
have been better utilised, as 
evidenced by an improve¬ 
ment in asset-turnover ratios. 

There are some important 
differences in the sales and 
profit performance of different 
industry groups. Among in¬ 
dustry groups that have con¬ 
tributed relatively more to 
the better sales performance 
and better asset turnover are 
automobiles and cycles, che¬ 
micals and petro-chemicals, 
electricity, gas and steam, elc- 
trical equipment, metal pro¬ 
ducts (ferrous and non-fer¬ 
rous) and sugar. In terms of 
profitability, chemicals, elec¬ 
trical equipment, glass, fer¬ 
rous and non-ferrous metal 
products, paper, shipping and 
wood, cork and hardboard 
industries showed profit rates 
over sales (net of excise) of 
over 10 per cent, while auto¬ 
mobiles, food products, machi¬ 
nery manufacture, sugar and 
textiles showed profit rates of 
five per cent or lower. 

In terms of return (interest 
plus profits) on total capital 
employed, there was a de¬ 
crease in the number of com¬ 
panies showing negative re¬ 
turns; their number decreased 
from 58 in 1969-70 to 48 in 
1970-71. Among companies 
showing positive returns, a 
large number (143) showed re¬ 
turns of between 10 and 15 
per cent. There were also some 
companies with exceptionally 
high returns; 139 companies 
had rates of return of over 20 
per cent in 1970-71 (agaipst 
121 companies in 1969-70). 

The pattern of appropriat¬ 
ion of profits (as between 
taxes, dividends and retained 
earnings) seems to have chang¬ 
ed in favour of taxes, and the 
dividend payout was lower 
during 1970-71. This is in 
conformity with the findings of 
the RBI study of 290 large 
companies. The profits ap¬ 
propriation pattern for the 


... < 1 ah. .if . —— 

ICICI sample for 1969-70 
and 1970-71 was as follows : 


(% of operating profits) 
1969-70 1970-71 


Taxes 

37 

39 

Dividends 

30 

28 

Retained 



earnings 

33 

33 


Asset Formation 

Gross fixed assets of the 
543 companies increased 
from Rs 3115 crores in 1969- 
70 to Rs 3351 crores in 1970- 
71. The rate of asset expan¬ 
sion was thus 7.6 per cent 
(compared with seven per cent 
in the case of RBI 290 com¬ 
pany sample). There has also 
been an increase in inventories 
of the order of Rs 107 crores 
from Rs 855 crores in 1969-70 
to Rs 962 crores in 1970-71. 
The rate of inventory expan¬ 
sion was thus higher at 12.5 
per cent. Gross capital for¬ 
mation (fixed assets and in¬ 
ventories) has been of the 
order of Rs 343 crores (8.6 
per cent). 

In terms of gross capital 
formation, sugar industry 
stands at one extreme with no 
expansion during the year. 
The other industries with rela¬ 
tively low rates of expansion 
were cement, paper and elec¬ 
tricity, gas and steam. High¬ 
est expansion (19.3 per cent) 
was recorded in the case of 
rubber goods industry, follow¬ 
ed by machinery manufacture, 
shipping, electrical equipment, 
woods, cork and hardboard, 
and food products (other 
than sugar). 

Means of Financing 

It will be noted that internal 
generation of funds, compris¬ 
ing depreciation and retain¬ 
ed earnings, was considerably 


larger than additional invest¬ 
ment in fixed assets. As a result, 
the companies were able to 
reduce somewhat their liabi¬ 
lity on long-term loans, it is 
interesting that for the RBI 
290 large company sample, in¬ 
ternal cash generation was 
even higher (70 per cent of 
total). 

The following is a summary 
of sources and uses of funds 
for the ICICI sample : 

As a result of a better record 
of profits coupled with lower 
dividend payout, the equity- 
debt ratio improved some¬ 
what from 64 : 36 in 1969-70 
to 67 :33 in 1970-71 for the 
sample companies. An over¬ 
whelming number of sample 
companies (443) had equity- 
debt ratio better than 50 : 50. 
As many as 291 of them had 
equity-debt ratio of more 
than 70 : 30. At the other 
end were 40 companies which 
had equity debt ratio for less 
than 26 : 74. 

All industries (except rub¬ 
ber products and wood, cork 
and hard-board) conform to 
the board pattern as regards 
improvement in their equity- 
debt ratio. Industries with 
relatively lower equity base 
(less than 60 per cent) are 
chemicals and petro-chemi¬ 
cals, and shipping, which are 
capital intensive and, there¬ 
fore, rely more on borrowed 
funds. Industries with high 
equity base (more than 75 
per cent) are food products, 
glass and pottery, metal pro¬ 
ducts (ferrous), and miscle- 
laneous industries. 

Liquidity 

Judging from the behaviour 
of quick ratio and current 
ratio, it seems that the com¬ 
panies in the sample maintain¬ 
ed their liquid position in 


Table IV 

Sources and Uses of Funds 


Sources 

Rs 

crores 

%of 

Total 

Uses 

Rs 

crores 

%of 

Total 

Internal 

294 

60 

Gross Fixed 






Assets 

236 

49 

External 

189 

40 

Inventories 






A Stores 

142 

29 




Liquid Asset 

105 

22 


483 

100 


483 

100 • 
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1970-71; current ratio was 
56 : 44 and quick ratio was 
39 :61 for both the years. 
However, in 1970-71, 300 com¬ 
panies had current ratio lower 
than the average (as against 
308 in 1969-70). Of the liquid 
assets, the year-end cash and 
the bank balances held by the 
sample companies were Rs 172 


crorcs in lfTO-71 (against Rs 
147 crores in 1969-70). Tile 
most significant increase in 
cash and bank balance was in 
respect of tihemical group of 
companies.; 

Industry-wise, 13 industry 
groups seem to have either 
maintained or improved their 


liquidity position, while for 
four industry groups there was 
a marginal fall in the current 
ratio. Chemicals and petro¬ 
chemicals, electrical equip¬ 
ment, glass and pottery, non-* 
ferrous metal products, rub¬ 
ber products and shipping 
industries had a better than 
average current ratio in 1970- 


Appendix I 

Product Coverage of Industry Groups 


71. Inter-industry diifyrenccs i 
the current ratio are, bdweve 
not very targe.. Depending 0 
the conditions prevailing ii 
different industries, the quid 
,ratio, on the other hand, show 
wide divergence; thus for ship 
ping industry the quick ratii 
was 63 : 37 as against 18 : i 
for the sugar industry. 


Industry Group ISFC 

Code 


Main Products 


1. Automobiles and Cycles 

383 

2. Cement 

334 

3. Chemicals and Petro-Chemicals 

311 

, 

313 


319 


321 


329 

4. Electrical Equipment 

370 

5. Electricity, Gas and Steam 

511 

6 . Food Products (other than sugar) 202 


203 

204 

205 

206 
208 
209 
214 

331 

332 

333 
339 
360 


341 

350 

(partly) 


10. Metal Products, Non-Ferrous 342 

350 

(Partly) 

11. Pulp, paper and paper products 

12. Rubber products 


13. Shipping 

14. Sugar 

15. Textiles 


271 

272 
300 

715 
206 
231 
239 


7. Glass and Pottery 


8 . Machinery Manufacl urc 


9. Metal Products, Ferrous 


16 Wood, Cork and Hardboard 251 

17 Other Miscellaneous Industries . 


Manufacture and assembly of motor vehicles, manufacture of motor vehicle part 
and accessories (excluding tyres and tubes); repair of motor vehicles, etc., manu 
facture of motor cycles, scooters and bicycles and parts thereof. 

Manufacture of all types of cement. 

Basic industrial chemicals, including fertilizers, synthetic fibres, dyestuffs, plastics 
e'c.; manufacture of paints,varnishes and lacquers; manufacture of miscellaneou 
products of petroleum and coal; manufacture of miscellaneous chemictfr 
products such as medicinal and pharmaceutical preparations, cosmetics, soaps an< 
detergents, pesticides etc. 

Manufacture of machinery, apparatus and supplies for the generation, storage am 
transmission and transformation of electric energy, such as electrical appliances sucl 
as fans; insulated wire and cables, electric lamps, radios, storage and dry cel 
batteries, etc. 

Generation, transmission and distribution of elecrtical energy. 

Manufacture of dairy products; canning and preserving of fruits and vegetables, 
fish and other sea foods; manufacture of grain mill products; manu- facture 
of bakery products, cocoa, chocolate, sugar confectionery, soft drinks and 
carbonated water. 


Manufacture of structural clay products such as bricks and refractories; manu 
facture of glass and glass products; manufacure of pottery, china and earthen 
ware; manufacture of some non-metallic mineral products like abrasives. 

Manufacture of machinery and prime-movers other than electrical equipment 
Included also are agricultural and industrial tractors and conveyets, refri 
gerator, air conditioning uni's, machine tool etc. The group also includes machim 
shops engaged in producing and repairing machine and equipment parts and ttu 
production of ball bearings, etc. 

Iron and steel basic industries consisting of all processes from smelting in blast fur 
naces to the semi-finished stage in rolling mills and foundaries, that is the produc 
tion of billets, blooms, slabs or bars, rerolling, and drawing into basic forms; rougl 
castings and forgings etc.; manufacure of basic metal forms (ferrous)into finishcc 
products such as hand tools, steel spring wire rods and bars, wire ropes, etc. 
Non-ferrous metal basic industries such as aluminium and consisting of all pro¬ 
cesses from smelting, alloying and refining, rolling and drawing; manufacture 
of basic metal forms (non-ferrous) into finished products such as tin cans, etc. 
Manufacture of pulp, paper and paper board; coating, glazing and laminating oi 
paper and paper board; manufacture paper products like paper bags, stationery, etc. 
Manufacture of all kinds of rubber products such as tubes and tyres, footwear, etc. 
reclaiming of rubber; rebuilding, retrading and vulcanizing of tyres; etc. 

Ocean transport of freight and passengers including in coastal waters. 

Manufacture and refining of raw sugar. 

Spinning, weaving and finishing textiles (cotton, jute as well as woollen) includ<n{ 
manufacture of carpetcs and rugs, etc; manufacture of linoleum and other hart 
surfaced floor coverings, etc. Not included are manufacture of man-made fibre yarns 
Saw mills, planning and other wood mills manufacturing ply-wood, veneers, etc 
Included here and several industries such as printing and publishing, coal miningetc 
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Whotesale 

Prices 

The wholesale prices as 
measured by the official index 
(with the year ended March, 
1962*= 100) advanced by 0.5 
per cent to 192.1 in March, 
1972 as against 191.2 for Feb¬ 
ruary, 1972. The index for 
March, 1972 was higher by 

5.8 per cent when compared 
to March, 1971. During the 
month under review 'food 
articles' moved up by 1.4 
fier cent to 216.1 as against 

213.2 for the earlier month, 
Fuel, Power Light and Lubri¬ 
cants and chemicals by 0.4 per 
cent each to 175.9 and 198.7 
respectively, machinery and 
transport Equipment by 0.1 
per cent to 162.6 and ‘manu- 
acutre’s by 0.2 per cent to 

172.8 while liquor and tobacco 
group declined by 0.2 per cent 
o 202.6 and industrial raw 
naterials by 1.9 per cent to 

182.2 as against 185.8 for the 
previous month. 

Food Articles 

The index for ‘cereals’ sub¬ 
group rose by 1.2 per cent to 
!08.5 due to an increase in 
he prices of rice, jowar and 
naize. The prices of bajra 
towevcr, fell. ‘Pulses’ re- 
:orded a fall of 2.1 per cent 
o 286.1 on account of lower 
vices of arhar and masur. The 
trices of gram, however, rose. 
)ther items which showed 
ignificant variations under this 
;roup are: Potaatoes (+10 
per cent), Oranges (+16 
per cent ), Cashewnuts (+8 
ier cent), Sugar (+7 per cent), 
Jur (+7 per cent) Khandsari 
+6 per cent), Cummin 
+11 per cent). Onions (—7 
er cent), bananas (—13 per 
ent), eggs (—7 per cent), tur- 
aerie (—6 per cent) Carda- 


moms(—12 per cent) and Salt 
(—9) per cent. 

Liquor and Tobacco 
The prices of tobacco raw de¬ 
clined, while the prices of to¬ 
bacco manufactured advanced 
and consequently the index 
for this group declined by 
0.2 per cent to 202.6. 

Fuel, Power, Light & Lubricants 
The index for this group 


rose by 0.4 per cent to 175.9 
due higher prices of kerosene 
oil. 

Industrial Raw Materials 

Among the sub-group of 
fibres the prices of cotton raw 
declined by 11 per cent while 
silk raw moved up by 6 per 
cent and the index for this 
sub-group receeded by 6.8 per 
cent to 164 .2 as against 176.2 


for the previous month. The 
index for oil seed's sub-group 
advanced by 0.5 per cent to 
202.4. The sub-group index 
for other industrial raw mate-' 
rials stood at 174.8 as against 
174.6 for the last month. 

Chemicals 

The index for ‘chemical’s’ 
group recorded a rise of 0.5 
per cent to 198.7 due to a slight 


Index Number of Wholesale Prices by Groups & Sub-groups of Commodities 


(Base : 1961-62=^100) 



March 

February 

March 

Percentage Change 

Groups and Sub-Groups 

1972 

1972 

1971 

March 1972 March 1972 





Feb. 1972 March 1971 


Food articles 216.1 

Foodgrains 222.6 

Cereals 208.5 

Pulses 286.1 

Fruits & vegetables 188.8 

Milk & milk products 216.9 

Edible oils 197.7 

Fish eggs & meat 262.8 

Sugar & allied products 248.0 

Others 159.6 

Liquor and tobacco 202.6 

Fuel, power, light & lubricants 175.9 

Industrial raw materials 182.2 

Fibres 164.2 

Oilseeds 202.3 

Minerals 141.5 

Others 174.8 

Chemicals 198.7 

Machinery & transport equipment 162.6 
Electrical machinery 163.2 

Non-electrical machinery 171.3 

T ransport equipment 146.4 

Manufactures 172.8 

Intermediate products 206.6 

Finished products 164.6 

Textiles 170.9 

Cotton mfrs 164.5 

Jutemfrs 201.9 

Silk & rayon mfrs , 130.8 

Woollen mfrs 194.4 

Coir mats and matting 175.8 

Metal products 187.4 

Non-metallic products 154.7 

Chemical products 151.9 

Leather products 98.0 

Rubber products 158.3 

Paper products 136.0 

Oilcakes 177.6 

Misc. products 124.1 

All commodities 192.1 


213.2 

201.4 

+ 1.4 

+7.3 

221.7 

200.3 

0.4 

+ 11.1 

206.1 

193.9 

' 1.2 

+ 7.5 

292.3 

229.5 

—2.1 

+24.7 

193.2 

198.4 

-2.3 

—-4,8 

215.8 

223.7 

+0.5 

-3.0 

197.0 

217.2 

; 0.4 

—9.0 

258.5 

217.4 

+ 1.7 

+20 9 

232.0 

183.0 

+6.9 

+35.5 

160.0 

174.4 

-0.8 

—8.5 

203.0 

184.2 

-0.2 

+ 10.0 

175.2 

168.8 

+0.4 

i 8.0 

185.8 

193.8 

—1.9 

-6.0 

176.2 

191.4 

—6.8 

—14.2 

210.4 

211.8 

0.5 

-4.4 

141.5 

131.9 

Nil 

•• 7.3 

174.6 

167.8 

1 0.1 

+ 4.2 

198.0 

188.4 

i0.4 

+ 5.5 

162.4 

151.4 

; 0.1 

+7.4 

163.1 

149.3 

tO.l 

+9.3 

171.0 

160.5 

! 0.2 

+ 6.7 

146.4 

136.9 

Nil 

+6.9 

172.4 

160.5 

-0.2 

+ 7.7 

205.1 

185.8 

—0.7 

: 11.2 

164.5 

154.4 

— 0.1 

i 6.6 

172.5 

160.2 

—0.9 

+6.7 

163.9 

159.8 

—0.4 

! 2.9 

211.8 

170.7 

-4.7 

! 18.3 

130.6 

121.8 

+0.2 

+ 7.4 

194.4 

183.2 

Nil 

+ 6.1 

175.8 

175.8 

Nil 

Nil 

182.8 

166.4 

+2.5 

+ 12.6 

154.0 

145.5 

•(0.5 

+6.3 

151.6 

149.1 

+0.2 

l 1.9 

98.0 

92.1 

Nil 

! 6.4 

157.3 

156.5 

-i 0.6 

i 1.2 

135.7 

124.7 

+0.2 

+9.1 

179.4 

179.7 

—1.0 

—1.4 

123.9 

123.0 

+0.2 

(0.9 

191.2 

181.6 

+0.5 

+ 5.8 
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rise in the prices sulphuric 
acid. 

Machinery and Transport 
Equipment 

The index for this group 
worked out to 162.6 as against 

162.4 for the previous month 
due to a fractional rise in the 
prices of electrical machinery 


and non-ele^tfioal machinery 
sub-groups. 

Intermediate Products 
The index for intermediate 
products moved up slightly by 
0.7 per cent to 206.6 due to 
higher prices of semis. 

Finished Products 

The index for textiles sub¬ 


group declined by 0.9 per cent 
to 170.9 due to lower prices 
of jute manufactures (—4.7 per 
cent ). The prices of cotton 
manufactures and silk and’ 
rayon manufactures, however 
rose by 0.4 per cent and 0.2 
per cent respectively The sub¬ 
group index for (metal product) 
advanced by 2.5 per cent to 


187.4 due to higher prices oi 
iron and steel oianufacture 
The indices for non-metalli 
products and niisc. product 
recorded a fractional rise 
Oilcakes declined by 1.0 pc 
cent to 177.6. On the whole 
the index for finished product 
stood at 164.6 as again; 

164.5 for the previous month. 


Index Numbers of Industrial Production 



1970 

Sept. 

1971 

Oct. 

Nov. 

General index 

Seasonably adjusted 

180.8 

186.5 

190.1 

191.3 

Crude 

180.8 

185.0 

183.3 

189.5 

Mining and quarrying 

149.0 

150.6 

145.8 

161.6 

Manufacturing 

174.8 

178.2 

176. J 

181.2 

Food manufacturing 
industries 

157.5 

161.0 

169.1 

146.4 

Sugar factories and 
refineries 

165.3 

18.0 

18.8 

103.9 

Manufacture of hydrogenated 
oil (vanaspati) 

154.4 

184.3 

184.1 

197.2 

Beverage and tobacco 
industries 

170.1 

177.3 

179.2 

194.9 

Cigarette manufacturing 

168.0 

171.0 

171.6 

188.5 

Manufacture of textiles 

109.7 

105.9 

101.7 

112.2 

Spinning, weaving and finish¬ 
ing of cotton textiles 

111.8 

105.7 

98.3 

110.0 

Cotton spinning 

127.0 

119.2 

109.5 

124.0 

Weaving of cotton textiles 

97.2 

88.8 

84.3 

92.4 

Spinning, weaving and 
finishing of woollen textiles 

161.6 

211.6 

N.A. 

N.A. 

Jute manufactures 

85.1 

83.1 

90.7 

101.1 

Manufacture of footweur(a) 

161.3 

164.5 

132.4 

182.9 

Manufacture of paper and 
paper products 

216.5 

214.8 

237.9 

230.1 

Manufacture of paper 

217.7 

216.3 

239 7 

237 9 

Paperboard 

224.4 

222.8 

246.6 

202.3 

Manufacture of leather and 
fur produols(b) 

65.3 

48.3 

43.1 

56.7 

Manufacture of rubber 
products 

215.7 

261.7 

224.5 

278.3 

Tyres and tubes 

258.3 

317.0 

276.6 

338.8 

Manufacture of chemical 
and chemical products 

236.5 

246.2 

242.7 

258.0 

Basic industrial chemicals 
including fertilisers 

332.2 

344.8 

323.3 

359.1 

Heavy organic chemicals 

287.7 

258.4 

260.6 

245.7 

Heavy inorganic chemicals 

337.4 

353.9 

346.8 

349.0 


(a) Other than wearing apparel and made-up textile goods, 
(c) Except products of petroleum and coal. 


(Base 1960-100) 



1970 

Sep. 

1971 

Oct. 

Nov, 

Synthetic resins and plastics 

194.4 

257.0 

246.3 

250i 

Synthetic fibres 

230.7 

206.3 

150.9 

160. 

Dyestuff and dyes 

195.6 

170.9 

169.0 

188. 

Manufacture of fertilisers 

668.7 

811.1 

782.5 

944. 

Fine pharmaceutical 

chemicals 

156.6 

157.0 

156.6 

156. 

Fine chemicals 

132.3 

271.1 

137.4 

64. 

Petroleum refinery products 

297.3 

356.2 

327.0 

307. 

Manufacture of non-metallic 

mineral products(c) 

189.1 

209.2 

210.8 

213. 

Manufacture of cement 

(hydraulic) 

177.9 

179.3 

193.1 

186. 

Basic metal industries 

205.5 

195.5 

203.7 

209 

Iron and steel basic indus- 

tries 

187.8 

172.6 

181.1 

185 

Non-ferrous basic metal 

industries 

301.2 

319.6 

326.2 

333 

Aluminium manufacturing 

508.7 

542.8 

562.5 

573 

Manufacture of metal pro- 

ducts except machinery 
and transport equipment 

219.0 

211.3 

210.8 

204 

Manufacture of machinery 

except electrical machinery 

369.5 

409.5 

394.4 

385 

Manufacture of industrial 

machinery 

120.6 

84.0 

71.0 

85 

Machine tools 

327.6 

400.4 

389.9 

406 

Manufacture of electrical 

machinery 

362.7 

407.4 

377.6 

424 

Manufacture of transport 

equipment 

132.0 

110.2 

121.3 

119 

Manufacture of motor 

vehicles 

157.8 

150.0 

180.8 

171 

Motor cycles and bicycles 

266.5 

246.6 

249.9 

278 

Manufacture of motorcycles 

and scooters 

603.2 

650.1 

670.0 

743 

Manufacture of bicycles and 

tricycles 

194.9 

160.8 

160.6 

179 

Electricity generated 

334.0 

353.6 

365.1 

371 


Source : C.S. 

(b) Except footwear and other wearing apparel. 
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Moaey Supply with the Public 


(Rs lakhs) 


it* 

fist Friday 

Money supply 

Total currency 
with the public 

Deposit money with the public variations 

* -— * - in 

Total Net demand Other deposits Total money supply 

deposits of with Reserve 

banks 41 Bank 

951-52 

1,848,18 

1,285,51 

562,67 

544,85 

17,82 

—160,03 

955-56 

2,216,95 

1,571,01 

645,94 

336,90 

9,04 

i 262,16 

1960-61 

2,868,61 

2,098,05 

770,56 

757,10 

13,46 

-) 119,1 

1965-66 

4,529,39 

3,034,28 

1,495,10 

1,478,38 

16,72 

1449,11 

1966-67 

4,949,96 

3,196,80 

1,753,16 

1,711,75 

41,41 

^ 420,57 

967-68* 

5,350,07 

3,376,08 

1,973,99 

1,917,66 

56,32 

+400,11 

968-69* 

5,779,25 

3,681,97 

2,097,28 

2,016,41 

83,88 

+429,18 

969-70* 

6,386,54 

4,010,34 

2,376,20 

2,318,30 

57,90 

!-607,29 

970-71* 

7,136,32 

4,379,67 

2,756,65 

2,712,82 

43,83 

+749,78 

971-72 

8,042,00 

4,806,00 

3,236,00 

3,156,00 

80,00 

-i 905,68 

anuaiy 1971 

6,946,31 

4,259,01 

2,687,29 

2,628,46 

58,83 

+ 151,88 

cptember 1971 

7,402,02 

4.473,89 

2,928,04 

2,886,95 

41,09 

i 49,48 

totober 1971 

7,446,34 

4,470,98 

2,975,36 

2,926,06 

49,30 

H 44,32 

lovember 1971 

7,486,67 

4,490,09 

2,996,58 

2,947,89 

48,69 

H 40,33 

lacember 1971 

7,702,99 

4,567,17 

3,135,81 

3,069,80 

66,02 

+ 216,32 

muary 1972* 

7,809,97 

4,708,10 

3,101,87 

3,038,30 

63,57 

+ 106,98 

ebruary 1972 

7,890,06 

4,776,49 

3,113,57 

3,056,50 

57,06 

■\ 80,09 

larch 1972 

8,042,00 

4,806,00 

3,236,00 

3,156,00 

80,00 

: 151,94 

ipril 1972 

8,234,00 

4,913,00 

3,321,00 

3,244,00 

77,00 

-i 192,00 

lay 1972 

8,388,00 

5,015,00 

3,373,00 

3,301,00 

72,00 

+ 154,00 


Provisional. Source : Reserve Bank of India. 


Factors Affecting Money Supply wirh the Public 

(Rs crores) 



1971 



1972 




May 28 

April 28 

May 5 

May 12 

May 19 

May 26 

foney supply with the public 

7,353 

8,234 

8,317 

8,382 

8,392 

8,388 

Currency with the public 

4,539 

4,913 

4,990 

5,057 

5.045 

5,015 

Other deposits with the Reserve Bank 

37 

77 

77 

77 

77 

72 

Bank money 

2,777 

3,244 

3,250 

3,248 

3,270 

3,301 

actors affecting money supply 

1 +2+3-1 4—5—6) 

1. Net bank credit to government sector 

5,711 

6,764 

6,508 

6,626 

6,621 

6,855 

2. Net bank credit to commercial sector 

2,061 

2,041 

2,049 

2,025 

2,077 

2,058 

of which banks’* net credit to commercial 
sector (a—b) 

1,913 

1,836 

1,845 

1,824 

1,878 

1,861 

(a) Claims on commercial sector 

5,512 . 

6,116 

6,140 

6,153 

6,207 

6,215 

(b) Non-monetary liabilities of banks 

3,599 

4,280 

4,295 

4,329 

4,329 

4,354 

3. Net foreign exchange assets of banking sector 

575 

602 

604 

605 

615 

620 

4. Government's net currency liabilities to the 
public 

392 

3% 

399 

401 

402 

402 

5. Net non-monctary liabilities of the Reserve 
Bank 

775 

1,027 

751 

767 

769 

1,025 

6 . Residual 

611 

542 

492 

508 

554 

522 


♦Excluding Reserve Bank. 
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Consumer Pdee Index Num b ers far Industrie] Worker* 




't. 









(Base: 

1960a 

:100| 

Centre 

1965-66 

1966-67 

1967-68 

1968-69 1969-70 

1970-71 

1971 


• 1971* 


1972* | 

Feb. 

Sep. 

6ct. 

Nov. 

Dec. 

Jan. 


All-India 

_ 


_ 

174** 

167 

186 

184 

196 

196 

197 

195 

194 


Ahmedabad 


148 

18 

165 

169 

176 

751 

183 

182 

186 

184 

185 

181 

Alwayc 

145 

148 

183 

198 

197 

198 

192 

204 

204 

206 

210 

205 

ME* 

Asansol 

140 

145 

168 

176 

178 

189 

186 

198 

199 

199 

195 

195 

194* 

Bangalore 

144 

159 

172 


183 

196 

188 

197 


199 

197 

197 

IP 

Bhavnagar 

132 

152 

173 

176 

178 

186 

189 

195 

196 

195 

199 

199 


Bombay 

130 

147 

164 

167 

175 

182 

182 

192 

193 

194 

191 


Ik 

Calcutta 

131 

148 

163 


172 

182 

175 

194 

198 


193 

187 

189 

Coimbatore 

132 

144 

151 

147 

154 

164 

168 

178 

177 


184 

185 

1791 

Delhi 

136 

152 

172 

178 

185 

199 


215 

213 

218 

211 

213 

212* 

Dighboi 

138 


198 

185 

180 


185 

192 

191 

191 



189 

Gwalior 

139 

160 

191 

179 

184 

191 

189 



200 

198 

199 

197- 

Howrah 

137 

154 

178 

181 

176 

186 

181 

194 


201 

196 

191 

wm 

Hyderabad 

140 

158 

167 

173 

185 

189 

186 

199 



197 

197 

m 

Jamshedpur 

136 

158 

183 

171 

mm 

183 

177 


191 

192 

186 

187 

184 

Madras 

134 

144 

151 




172 

183 

185 

187 

188 

194 

186 

Madurai 

128 

142 


148 


177 

184 


194 

197 

196 


197 

Monghyr 

151 

187 

215 

185 

188 



211 

213 

209 


201 


Mundakayam 

138 

152 

173 

186 

191 

197 




204 


202 

198 

Nagpur 

138 

148 

164 

166 

176 

187 

185 

194 

194 

196 

197 

196 

194 

Saharanpur 

141 

163 

188 

176 

181 

186 


195 

194 

198 


203 


Sholapur 

128 


165 

167 

176 

185 

187 



201 

207 

205 

197 


♦Provisional ** Average for eight months — August 1968 to March 1969. Source : Labour Bureau, Govt, of India. 


Consumer Price Index Numbers for Urban Non-Manual Employees 1 

(Base : 1960=100) 


1971 1971* 1972* 

Centre 1965-66 1966-67 1967-68 1968-69 1969-70 1970-71 --- 

Feb. June July Aug. Sept. Oct. Dec. Jan. Feb. 


All-India 

132 

146 

159 

161 

167 

174 

174 

178 

181 

183 

183 

183 

182 

182 

m 

Bombay 

132 

142 

153 

156 

162 

168 

166 

173 

173 

174 

174 

174 

171 

171 


Delhi-New Delhi 

131 

142 

154 

162 

168 

174 

176 

179 

182 

181 

181 

180 

180 

181 

184 

Calcutta 

126 

139 

152 

156 

162 

170 

167 

174 

177 

179 

179 

179 

175 

172 

172 

Madras 

133 

147 

154 

154 

161 

175 

181 

184 

186 

187 

189 

191 

193 

194 

195 

Hyderabad- 

Secunderabad 

133 

147 

155 

159 

167 

174 

174 

186 

179 

181 

181 

181 

184 

184 

183 

Bangalore 

133 

145 

156 

160 

164 

172 

175 

177 

179 

180 

181 

182 

182 

183 

184. 

Lucknow 

132 

146 

159 

156 

161 

166 

167 

171 

175 

177 

177 

178 

176 

176 

179 

Ahmedabad 

131 

146 

160 

162 

168 

171 

169 

171 

174 

176 

174 

175 

175 

176 

176 

Jaipur 

133 

150 

162 

168 

176 

183 

182 

186 

189 

189 

189 

189 

188 

191 

193 

Patna 

139 

160 

179 

180 

180 

191 

189 

191 

196 

196 

195 

193 

190 

188 

18& 

Srinagar 

134 

143 

160 

167 

174 

184 

191 

187 

188 

191 

191 

192 

193 

194 

J96| 

Trivandrum 

131 

146 

165 

168 

172 

178 

178 

180 

183 

184 

184 

186 

187 

188 

189] 

Cuttack- 

Bhubaneswar 

142 

154 

164 

167 

169 

176 

175 

181 

183 

188 

185 

189 

188 

186 

187-1 

Bhopal 

133 

144 

166 

166 

172 

180 

180 

186 

191 

191 

189 

191 

191 

192 

193i 

Chandigarh 

129 

143 

155 

164 

171 

178 

188 

180 

185 

186 

183 

184 

185 

186 

1881 

Shillong 

123 

134 

155 

163 

164 

166 

166 

173 

178 

177 

180 

182 

179 

173 

m 


♦Provisional. Source : C.S.O 
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THE GWAUOB RAYON SILK MFG. (WV6.) CO.. LTD. 


(Pulp Division) 

Birlakootam — Mavoor—Kozhikode 


* saves 

enormous foreign exchange for National Development 



manufacturing Rayon-grade Dissolving Pulp out of 
bamboo, eucalyptus and wood' 


Regd. Office : 

BIRLAGRAM, NAGDA (M. P.) 

Gram : •WOODPULP’. Calicut. Phone : 3971-74 
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SPIT his dynamic co-ordination 


The co-ordination of precious seconds* 

Interwoven Into a meticulously (gjjeplenned schedule. 

By bringing together artistes of wiploelve Independence 

to produce a box-office hit I 

Through an unruffled command of situation. 

By employing a clap here and a wink there, v 

With a deft sense of timing, 

which is the real secret of hie euooeee. 


annual 

SUITING 


Apart from all others: 













